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Abstract of the Proceedings of the Counail of the Gorernor-Gencral of India
assembled for the purpose of maling Luws and Regulations under the
Drovigions of the dct of Parliument 25 and 21 ¥Vic., Cap. 67.

The Council met at Government Ilouse on Satarday, the 1st April 1865.

PreseENT:

ITis Exeellency the Viceroy and Governor-General of India, presiding.

IIis 1Tonour the Licutenant-Governor of Bengal.

The Hon’ble H. B. Harington.

The Hon’ble 8ir 0. E. Trovelyan, K. ¢. B.

The Hon’ble W. Grey.

Tho Hon'ble H. L. Anderson.

The Iton’ble J. N. Bullen.

The Hon’ble Mahdrijé Vijayarima Gajapati R4j Bahddur of Vizianagram.

The Hon’ble Rdji Sihib Dydl Bahddur. '

The Ilon’ble W. Muir.

The Hon’ble R. N. Cust.

The Hon’ble Mahdraji Dhfraj Mahtab Chand Bahidur, Mabiriji of

Burdwan.
The Hon’ble D. Cowie.

CUSTOMS DUTIES.
The Ion’ble Stz CranLes TrEVELYAN in moving for leave to introduce a
Bill to amend the law relating to the Customs Duties said—

« In the Budget Statement for 1863-64, the surplus of Income over Expen-
diture was estimated at £480,773, which was afterwards reduced in the Regu-

lar Estimate to £31,629. Tho actual surplus is £78,347.

The Revenue of 1863-64 was £44,613,032, which was only £358,168 less
than the Budget Estimate, although * Opium” was deficient in the largo sum
of £1,168,001. The increase under ““Land,” Forest,” * Abkarece,”  Asscssed
Taxes,” * Customs,” and ¢ Stamps,” amounted to £1,303,435. The only
one of the ordinary sources of Rovenue which fell short of tho Estimate besidcs
*«Opium” was “ Salt.” 'The deficioncy under this head amounted to £3006,704.
It chiefly occurred in Bengal, and was caused by the previously over-stocked

state of the market.
The Expenditure amountod to £41,634,685, which was £44,2060 move than the
Budeet Estimate. The principal heads of increase were £305,7903, Advances
(=]

for *Opium,” arising from the higher rate of payment to the cultivator upon
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" an incroased crop; ¢ Indian Navy and Marine,” £260,699, caused by unex-
pected delay in making the reductions which had been determined upon; and
£380,423 for additional grantsfor ¢« Public Works.” Onthe other hand, *“ Law
and Justice” was £127,450, « Police” £120,812, “ Interest” £219,958, and
' Not Expenditure in England” £569,670 less than the Budget Estimate.

I now proceed to what is called the Regular Estimate of the current year
1864-65, which is founded in general uppn the Actual Receipts and Expendi-
ture of eight months, and upon an Estimate of the remaining four.

“ Land Revenue” shows a decrease of £170,200 compared with the Budget
Estimate, and of £208,623 compared with the Actual Receipts of 1863-64,
caused by the deficiency in the fall of rain in the North-West Provinces and
Oudh, by the inundation in the Masulipatam District, and by diminished sales
of Khis Malils in Bengal.

In *“TForest” there is an increase of £35,980 compared with the Budget
Estimate, and of £51,687 compared with the Jctual Reccipts of 1863-64.

In “ Abkaree” there is an increase of £185,270 over the Budget Estimate,
and of £212,680 over the Actual Receipts of 1863-61. As it cannot be alleged,
in tlhie present state of the Abkarce Administration, that undue encouragement
is given to drinking, this large increase furnishes satisfactory evidence of the
improved circumstances of the people. '

“8alt” and “Stamps” also show satisfactory incrcase. Balt is £181,740
better than the Budget Estimate, an1 £588,654 more than tho Actual Receipts
of 1863-64; whilc Stamps are £167,570 in excess of the Budzet Estimate, and
£176,924 sbove the Actual Receipts of 1863-64.

In ¢ Assessed Taxes” there is anincrease of £48,830 compared with the
Budget Estimate, and a decrease of £247,132, arising from the reduction of
the rate from 4 to 8 per cent., compared with the Actual Receipts of 1863-64.

“ Customs” are £55,5690 less than the Budget Estimate, and £128,591 less
than the Actual Receipts of 1863-64. This can only be accounted for by the
continued depression of the Import trade, from which the greater part of the
Customs Revenueis derived. Sufficient time has not elapsed to see the full
cffect of the relief afforded last year by the reduction of the ten per cent. duty
upon unenumerated articles to scven and a half por cent.

The state of the *Opium’ Revenue and Expenditure requires particular
notice. By adhering too long to an insufficient rate of payment to the Ryots,
the Opium produced in the Bengal Agencies was reduced in 1869-60 to 21,427
chests, and the sale price was raised to Rs. 1,846 a chest, which must soon have
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causod an inercased production of the drug in China and other countries. The
payment o tho Ryots was thwen increased to s, 3-%, Ry, 4, and at lnst, in one
slep, to Rs. B a seer, and the cullivation was extended to districts where an inferior
Opium is chtained al an ineveased cost. The consequoness were not fully
realized till 1854-G5, when this high vate of payment coneurring with an unu-
sually favourable season, the erop anexpoctedly amounted to 64,260 chests. The
effect of this has boen injurious in two ways. Extra graunts,iv the amount of
£641,300, have had to he mads to complele the settlomont with the Ryots for
1868-64, and the pricc at the Caleutta salos has heen reduced below what it has
been for many years, whereby the export of Opium from Malwa and Guazerat

“has been alro cheeked.

Taking charges and receipts together, the net Opium Revenuc of the two
years 1863-64 and 1864-G5 is less tlmn that of the two preceding ycars by
£1,777,217; the charges having increased by £1,708,590, and the receipts having

fullen off by £68,627. The figures are as follows, viz. :—

1861-62.  1862-63. Pirst two yonrs, 1363.64.  1BHL-G5.  Last two yoars.
Revenue - . £0359.270 £8,035.476 LMANTHG Co,HE31.990  £7,514,120 £14.346.119

Churges L£1,449.465 £1.856.278  L£3,305,743 £2,306.193 £2,707,810  £3,014,333

Net Reveoue . L'4909,805 £6,100,108 £11,100,003 £4,525,006 £4 506,230 £),331,786

Worse in

last two

yeara.

Revenue ... - e £14414,740 ... e w. £14.3406,110 £08,627
Charges ... e L£3I300,743 ... e L3043 £1.708,590
Ttesult v 1,309,003 ., w £9,331,786  £1775,217

g - gt -

The Budget Lstimate anticipated under * Opium,” from Benfral £o,200 000,
and from Bombay £3,000,000, together £8,200,000. Owing to the large increaso
of the quantity for sale, the Lcmrul Estimate will probably be realized, but iu
consequence of the prevailing low prices, passes huve not been taken out at
Indore and Ahmedabad to the extent expected, and the gencral result is an

estimated doficieney of £685,880. .

The receipts under the remaining heads acerue under no fixed rules, but
vary with the circumstances of the year. They show an increase of £412,216
compared with the Budget Estimate, aod of £543,454 compared with the Actual
dcceipts of 1863-64. The decrense under * Post Office” is attributable to the
abolition of the Bullock Train, against which there is a reduction in the charges.
The increase under * Law and Justice and Police” of £55,730 is due to a transfer
from ¢ Tributes and Contributions” to *“‘Police,” and to increased collections of

The decrease under * Marine” is caused by an over-estimate made in the

Fecs.
The incrcase in “Public Works"” is due to

absence of any detailed Estimate.



the large sum received: from the sale of building sites at Bombay. The increase
of £117,776 vuder * Miscellangeus Civil” ariscs from the transfer of the balance
of the Bhionsla Fund to Revenue, after deducting £30,849, invested with a view
to disconnect the Government from certain permancnt nlunous endowments.
The pensions chargeable on this Fund much cxceeded the annual proceeds, and
the excoss wos paid out of Revenue. ‘L'he whole of the pensions have now been
charged against Revenue, and the Fund has ceased to exist. The increase under
“Interest” is caused by increased investments of the Currency Department, and
the dividends upon additional shares in the Banks of Madras and Bombay.

The Revenues and Reccipts of the year, including “Opium,” are £120,236
more than the Budget Estimate, and £1,671,074 more than the Actual Receipts
of 1863-61. Excluding * Opium,” there is an increase in Revennes and Recceipts,
compared with the Budget listimate, of £805,11G, and of £988,953 compared
with the Actual Receipts of 1863-64.

To proceed to the Estimated Expenditure of the current year 1864-65: the
increase of £15,507 under “Customs” arises from recent revisions of establish-
ments at Calgutta and Bombay, whereby the collection of the revenue at those
Ports has been placed on o more efficient footing.

The increase under *Sult,” £30,943, is caused by higher rates for the pur.
chase and transport of Salt for Malabar, and by increased manufacture in conse-
quence of the large quantity of Salt destroyed in the Krishna Distriet by the
late inundation.

The increase under *Opium,” £453,679,1s for the additional advances,
amounting to £644,800, already referred to as having been made on account of
the preceding year 1863-64, less u saving of £190,621 upon the ordinary expen-
diture of 1864-65. Compared with the Actual Expenditure of 1863-64, the

" increase is £401,347.

The decrease of £97,825 under “ Mint” arises from a more correct method of
exhibiting the Copper received for minting purposes from Eugland. Copper for
coinage is now treated in a similar manner to bullion, the Mint profit only being
carricd to the credit of Revenue, and the Copper itself while uncoined remaining
as a part of the Cash Balance at its intrinsic value.

The saving of £76,1$5 under * Post Office” is caused by the abolition of the
Government Bullock Train; and the increase of £393,022 under ¢ Electric Tele-
graph” is owing to a payment to the East Indiau Railway Company for the
construction of a line from Burdwan to Patna in 1856, and to arrear charges of

1808-64 paid during the currcnt year, for which no provision was made in the
Budget Estimate.
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The principal causes of the large increase in Army Expenditure, estimated
at £674,571, are as follows :—

£
For increased price of Europeans’ rations, compensation to Native
Troops for dearness of provisions, and increased cost of feeding
horses and keeping and hiring Transport Animmls ... . 272,500
Substitution of full for half batta, increased pay to Medical O(ﬁcets
and compeunsation for extra clothing to Turopean Troops <« 100,000
Purchase and repair of Barrack furniture: gas fittings for extra lighting,
and increased cost of bedding . 57,500
Additional bounty and kit moncy to men re-engaging, compensation
for losses of property, appointments, messes, &c. 30,000
Increased consumption of Beer consequent on the diminution of the
ration of Rum ... . 35,000
Additional Sea Transport Clmrges for scndmw lIome two extra Regl
ments of Infantry and two Batterics and Head Quarters of a
Brigade of Horse Artillery, and an additional number of time-
expued men . 85,000
Retention of Regiments after thoy were expected to bo dxabandcd or to
return Homo 50,000
. 160,000

Additional Charges connected Wlth the Bhut.m War

On the other hand, there is a saving of £16,000 for reduced expenditure on
rum and arrack, and reduction of Pay Offices at Madras, besides further savings
from short establishments and minor reductious.

Compared with 1803-64, the increase in the Military Expenditure is £680,691.

The aggregate grant for * Public Works,” including £204,330 charged on
the Rampart Removal Fund at Bombay, £250,000 appropriated from the
Income Tax, and £566,400 for State expenditure for Railways, amounted to
£5,358,780. The actusl expenditure is now estimated at £5,685,817, being an
increase of £327,087. This increase arises from additional grants, of which the

following are the principal :—
£

Arrear of compensation at Madras for lands taken for public purposes... 25,312
Improvement of the Jails in Bengal and the Central Provinces, and

works at the Convict Scttlement at Port Blair 51,860
TRoads in connection with Railways in Beogal and the Hyderabad As- .

signed Districts ... ... 63,680
Repair of damages caused by the (4 clone .. 80,000
Completion of the new Opium Godown at Calcutta ‘oo 15,000

Additional grants to Bombay for the completion of works in progress .., 100,000
Additional grant for works charged on the Rampart Removal Fuud ., 27,227
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The cost of stores from England is now estimated to be in excess of the

original Estimate by ... 46,890
On the other hand, there is a saving under the heads of . leway super-

vision and cost of land of 6,700
And Railway loss by exchange ... .. 77,874
the last of which arises from diminished Capltal expendlture and increased Traflic
receipts.

t

Compared with the actual expenditure of 1803-64, the increase in the Public
‘Works charges is £310,294.

“Salaries and Expenses of Public Departments,” ¢ Law and Justice,” and
“ Police,” show an aggregate saving of £74,766.

The increase of £24,605 under “ Education, Science, and Art” chiefly arises
at Bombay. Compared with the actual expenditure of 1863-64, there is an in-
crerse on the total expenditure for education of £143,924.

'Che increase of £165,966 under * Superannuation and Retired Allowances
and Gratuities for charitable and other purposes,” in the Regular Estimate of
1864-65, arises from the omission in the Bombay Budget Estimate of the donations
to the Service Funds for the year 1863-64.

The increase of £88,031 under ‘Miscellancous and Civil Contingencies” is
caused by expenditure arising out of the late calamity at Masulipatam, increased
charges on remittance of treasure, loss on the withdrawal from ecirculation of
clipped coin in the Punjab, and loss on the sale to the Currency Department of
a portion of the Government. Promissory Notes purchased out of the surplus
Cash Balances in 1863. The interest saved by the purchase of this portion of the
securities was larger than the apparent loss of capital by £6,420. Compared with
the actual expenditure of 18063-64, there is a diminished charge of £42,930. .

The saving of £33,229in * Interest” arises from too small a deduction having
been made in respect of unclaimed dividends.

‘ Guaranteed interest on Railway Capital, less net Traffic Receipts,” shows a
saving of £234,500, arising from an increase of £240,583 in the net Traffic Re-
ceipts of the current year beyond the sum assumed in the Budget Estimate.
Compared with the actual expeuditure of 1863-64, the saving is £280,867. Con-
sidering the great extent of Railway which has lately been opened, and the rapid
growth of the traffic, there is reason to believe that this charge reached its maximum
last year, and that it will henceforth steadily diminish., There is a further consi.
derable reduction in the Budget Lstimate.
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According to the Regular Estimate, the net increase of Expenditure compared
with the Budget Estimate amounts to £1,287,667. Somewhat less than halt this
cxcess in additional Military expenditure caused by the increase of prices, the
Bhutin War, and improvements of various kinds which have been made in favour
of Officers and men, and the remainder may be said to have been invested in Opium
and Public Works.

The Budget Estimate for 1864-G5 assumed a surplus of Income over Expen.
diture of £823,288. According to the Rogular Estimate, there will bo & deficit of
£844,143, being a difference against the Budget Estimate of £1,167,431, which is

composed, as already explained, of—

Increase of Revenues and Receipts ... detter £ 120,236
Increase of Expenditure e worse £1,287,667

Difference e worse £1,167,481

According to the Estimate of Cash Balances attached to the Budget Estimate

of 1864-65, the amount in the Indian Treasuries on the 30th of April 1865
should have been £18,819,697. According to the corresponding Statement
attached to the Regular Estimate, it will bo £10,979,859, or £2,839,888 less.

This large difference arises from the following causes :—

1st.—From the Oash Balance at the commencement of the financial year
1864-65 having been taken ou 22nd March 1865, £1,901,822 below the amount at
which it had been estimated on the 7th April 1864. Of this difference of
£1,901,822, only £87,784 was caused by variations in the Revenues and Charges.

2nd.—From variations between the Receipts and Disbursements in the cash
transactions of the Indian Treasuries, as stated on the 7th April 1864, and on
the 22nd March 1865, viz. :—

Receipts increased from £60,264,097 to £61,070,842,
«. 806,745

increase ... .
Disbursements increased from £60,978,234 to
£62,722,995, increase ., . 1,744,761

Difference s £938,016
£1,901,822 + £938,016 = £2,839,838.

The only investments which have been made out of the Cash Balances in
1864-65 aro £174,000 for the Government share of the increased capital of the
Banks of Bengal and Bombay, and £80,000 for paying off Treasury Notes
belonging to the Suitors’ Funds of the Recorder’s Courts in the Straits Settlements.
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On the other hand, the balances have been strengthened by the transfer to the
Currency Department of a portion of the Government Securities which were
purchased in the beginning of 1863 by the disbursement.of a million Sterling out
of the Cash Balances, when they amounted to upwards of £19,000,000. The
amount g0 obtained at the date the Regular Estimate was closed, was £535,000,
and the proceeds of the remainder, £405,660, will be paid into the Treasaury in
1864-65. This increases the balance on the 30th April to that extent. As the
interest is credited to the Government, and the remaining deposits are more than
sufficient to meet every possible demand of the Currency Department, this is
practically & permanent loan without interest.

The revision of the Cash Balances alluded to in my last Financial Statement
has been completed, and it has become apparent that, by properly limiting the
sums to be retained in the District Treasuries, the public expenditure may be
carriod on with a smaller aggregate balance than has heretofore been considered
necessary. This result is due in o great degree to tho progress of Railways, and
as Gold and Paper take the place of Silver in the Currency, it will be more fully
attained. Besides diminishing the stock of specie in circulation and depriving
the public of the use of a portion of its assets, high cash balances have a tendency
to relax the motives to economy on the part of public servants, and to encourage
others to depend upon theG overnment for assistance when they ought to help
themselves. The English practice of confining the cash balances to what is really
necessary to work the expenditure, and, if more money is wanted, of raising it by
taxation or loan, is preferable to the old Indian practice, copied from the Native
States, of keeping indefinite hoards under the name of cash balances.

I ghall now proceed to the Estimate of the expenditure for 1865-66.

The reduction of £44,680 under ** Allowances, Refunds, and Drawbacks,” is
chiefly due to the expiration of the Income Tax, the refunds connected with
which are always large.

The expenditure under ““Land Revenue, Forest, and Abkaree’” has been
constantly onthe increase since 1861-62, when it amounted only to £2,080,489,
Last year a Circular was issued, calling attontion to the necessity for keeping this
oxpenditure under strict countrol, but there is, nevertheless, a further increase of
£129,290 compared with the Budget Estimate for 1864-65. This is caused by
the growth of the temporary Establishments requived for the active prosecution
of the Lund Revenue Settlement, and by the increased allowances consequent
upon the rise of wages and prices. There has also been a further increase of
expendituve for the organization of the Forest Establishments.

Theo inorenso of £15,007 under * Customs” is caused, as already explained,
by the revision of the Establishments at Calcutta and Bombay.
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Under “Salt” there is an increased exponditure of £42,565 compared with
1863-64, and of £16,823 compared with the Budget Estimate, while there is a
docrease of £14,120 compared with the Rogular Estimate of 1864-65. It will bo
remombered that in the Regular Estimate for tho curront year, somo cxtraordi-
nary expenditure was provided for under this head which is not likely to recur.

The large reduction in the Opium expenditure, amounting to £351,603
compared with 1863-G4, and £758,040 compared with tho Regular Estimate of
1864-65, is caused by a diminution both in the quantity of Opium to be pro-
vided, and in the rate of payment for it, which will be moro fully “explained

under Revenue.

Tho decrease of £28,702 under ““Mint” compared with 1863-64, and of
£102,685 compared with the Budget Estimate of 1864-65, is caused by tho moro
correct modo of exhibiting the Copper received for coinage from England, which
has been explained in connection with the Regular Estimate.

Under “Post Office” the decrease of £71,181 compared with 1863-64, and
of £061,005 as compared with the Budget Estimate of 186465, is caused by the
abolition of the Bullock Train. The increase of £15,180 compared with the
Regular Estimate arises partly from numerous revisions of Establishment to im-
prove the efficiency of the Post Office service, and partly from the necessity which
has arisen for increasing rates of pay and contract allowances owing to dearness
of provisions. The Post Office Establishments were, from their nature, more
immediately affected by these changes, and the re-adjustment has been made

with a carcful attention to economy.
The increase of £56,150 under “ Electric Telegraph” is caused by the addi-
tional expenditure connected with the Indo-European line.
Under “Allowances and Assignments under Treaties and Engagements,”

the reduction of £38,435 compared with 1863-64, and of £21,232 compared with
the Budget Estimate of 1864-65, chicfly arises from the lapse of the pension of
£15,000 a year received by the late Nawib of Tonk, and from commutations
and lapses of pensions in Tanjore and the Carnatic,

Under « Allowances to District and Village Officers,” there is a reduction
of £41,229 compared with 1863-64, and of £44,821 compared with the Budget
Estimate of 1864-65, arising from the commutation of allowances in Bombay,
and the separate provision which has been made by legislation for Village Officers

at Madras.

There is an increase under ““ Miscellancous” of £72,634 compared with 1868-64,
and of £53,666 compared with the Budget Estimate of 18G4-Gb, arising chiefly
from the re-organization of the District Post Bstablishments and their transfer to
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this head from “Land Revenue, Forest, and Abkarec.” Land purchased for
revenue buildings has also been ordered to be charged under this head.

1 stated that there was an increase of Military expenditure in tho Regular
Estimate over the Budget Estimate of 1864-65 of £674,571. In the Budget
' Estimato of 1865-66, there is a further increase of £426,800, making theincrease
upon the Budget of last year £1,101,371. The increase compared with the
actual expenditure of 1863-64 is £1,057,491. The greater part of the expenso
of the Bhutdin War is included under the several heads of the ordinary grant,
and another £100,000 has been added for extraordinarics.

Since the beginning of last year, the following reductions of Military Force
have been made :—

The East India Regiment.
Four Regiments of Madras Native Infantry.
Two Regiments of British Infantry transferred to the Home Establishment.

Reductions of Artillery equal to seven European and three Native Batteries.
Five Troops of the Mahratta Horse.

At any previous time such a reduction of Military Force as this would
have had a sensible effect in decreasing the expenditure of the Army; but such
has been the increase of prices and wages, that the entire result has disappeared
in the great increase which has taken place in the cost of the remainder of the
Force. A comparative statement of the Military Budget Estimates for 1864-65
and 1865-66 will be found in the Appendix, together with an explanation of the
causes of increase. These are substantially the same as those contained in my
remarks on the Regular Estimate.

As the expenditure of the Indian Army defrayed in England for 1865.66 is
estimated at £2,883,872, the total cost of the Army in the same year will be
£16,638,432. The incidental receipts are estimated at £850,000, and the net
cost will, therefore, be £15,788,432.

The estimate for the cost of the British Army for 1864-65 was £14,844,888;
the estimated incidental receipts, £1,324,442; and the net cost, £18,520,446.

The settlement of the grant for Public Works has engaged the anxious
attention of the Government. Excluding the State expenditure for guaranteed
enterprise, the grants for Public Works since 1859-60 have amounted to about
£27,012,000. To this has to be added £1,046,016 from the twenty per cent.
appropriated from the Income Tax in aid of Local Funds, and the additional
sums annually oxpended from the independent income of those Funds, which may
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he estimated at £760,000 a year. The total amount transferred from circulat-
ing to fixed capital in these six yoars, and invested in administrativo buildings,
roads, irrigation, and other works intendod to promote the productiveness and
good government of the country, cannot, therofore, bo much less than £33,00b,000.

Of these £83,000,000, about £11,907,995 has been exponded 1in the two

years 1863-64 and 1864-65, <. ¢., £
Original and additional grants from public revenue .., 9,175,000
From Local Funds ... ... .. .. .. . e ..o 2,135,615
From the one per cent. appropriated from the Income Tax in aid

597,380

of Local Funds ... ... s eor see sor eee een aee

Total ... £11,907,995

——

The wholo amount which has been appropriated in aid of Local Works
from the Income Tax during the five years of ils incidence is £1,500,000, or at
the rate of £300,000 a year. This will now cease, and Local Funds will have
to meet the demands upon them without further assistance from the public

revenue.
The Civil expenditure for Public Works for 1865-66 has been fixed as fol-
lows on the basis of the original appropriation of last year, excluding the extra

grants made in the course of the year ;:—
£
650,000
2,000,000
ore 800,000

Civil Buildings ... ... v e e s e
Works of Public Improvement ... .. .. ..
Establishments ... .. o w0 w0

Total v £3,450,000

Divided among all the Local Governments and Administrations, this sum
will barely suffice, at the present prices of labour and materials, to provide for the
most urgent wants of this great Continent. The proportion available for works
of irrigation may be estimated, at the outside, at £500,000, but bhalf of this is
required for the maintenance of the existing works in overy part of British India
upon which the due realization of the Land Revenue depends. The annual sum
remaining available for now works of irrigation is, therefore, only £250,000,
which is not sufficient even to complete, within a reasonable period, the great

works which have been already commenced.

This grant has been carefully allotted among the different Local Gov-
ernments, and is to be regarded as final. The practico of making addi-
tional grants in the course of the year is to be discontinued, except under
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"circumstances of a really extraordinary nature; and all urgent wants not
provided for in the Budget Estimate will, therofore, have to be met by
re-appropriation from other works which can be postponed. The sums assigned
for Civil Buildings, Works of Public Improvement, and Establishments, aro liable
to variation at the discretion of the Local Governments, provided the total amount
allotted to each Government is not excecded.

The paramount necessity of providing the Barracks required for the health of
the European Troops.and the works of defence upon which the public security in
some degree depends, has long been admitted, but the preliminary arrangements
have only lately been completed. The total outlay will, probably, not be much less
than £10,000,000, including the cost of Establishments; and the work is ob-
viously one which ought to be carried on as fast as the requisite preparations
can be made. The expenditure on this account for 1865-66 is estimated at
£1,000,000, after which it will proceed at an increased rate until the object hus
been accomplished. '

The other sums required for the service of the year 1865-66 under the head
of Public Works are :—

£
For the ordinary repairs of Military Buildings ... 260,000
Public Works at Bombay charged on the proceeds of

the sales of land at that place ... 700,000
Twenty per cent. appropriated from the Income Tax 110,000
Railway supervision and cost of land .. 207,425

Loss by Railway exchange ... e o 171,215

The total amount required under every head of Public Works for 1865-66
is therefore £5,888,640, which is £529,910 more than the Budget for 1864-65,
and £202,828 more than the Regular Estxmate The increase is caused by the
addition of £400,000 for new Military Works, including the due proportion of
Establishments, of £495,670 for Public Works at Bombay charged on the local
sales of land, of £70,000 for Civil Buildings, and £10,000 for Establishments.
On the other hand, Railway supervision is less by £102,075; the sum appropri-
ated from the Income Tax, by £140,000 ; loss by Railway exchange, by £85,685 ; and
Works of Public Improvement, by £118,000.

Whatever may be the general objections to providing for any portion of the
public expenditure by means of loans, it is evident that the large sums which will
be required for some years to come for Military Works cannot be furnished from
the revenue of the year, in addition to all the other demands upon it, without an
increase of taxation, which would interfere with the prosperity of the country,
and thatit would not therefore be right to impose on the existing generation the
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eutire charge for works which are intended for the public service for all time to
come. This principle has been acted upon in the parallel case of the Dockyard
fortifications in England.  The argument applics with inerensed force to new works
for irrigation, which, properly managed, include their own sinking fund ; and in
reference to these it has been determined by Iler Mujesty’s Govermment, that
“when the surplus revenues and availablo balances prove insufficient to supply the
requirements of the country, funds by means of loans shall be yuised.” It will be
proposed to the Secretary of State that relief should be afivrded to the revenue of
1865-66 to the extent of £1,200,000, which will be raised by loan in Engiand, and
the drafts upon India will be pro tanto diminished. The portion of the grant for
public works tobe provided for from the revenue of the ycar i8G5-G6 will there-
fore be £4,688,640, which will be £670,090 less than the Budget Estimate, and
£997,177 less than the Regular Estimate of 1864-05.

‘ Salaries and Expenses of Public Departments” show aun increase of £74,109
compared with 1868-64, and of £44,295 compared with the Budget Estimate of
1864-65. The chief causes of increase are the creation of seven new Currency
Circles, the revival of the Office of Financial Commissioner in Oudh, the appoint-
ment of a new Deputy Auditor and Accountant General for British Burmah, the
additional cost incurred on the revision of the Secreturiatsin the Military and
Public Works Departments, and the increased chargos for the Legislative Members

of Council.

Under “Law and Justice” thereis an increase of £379,424 compared with
186364, and of £145,749 compared with the Budget Estimate of 1864-65, Of
this large increuse, £140,740 urises from the increased cost of clothing and provi.
sioning prisoners in Jails, sud the additions which liave been made to the salaries
of the Establishments. The difference is due to the ncw establishments employed

under the recent Act for the Registration of Assurances.

There is an increase under “ Police” of £142,108 compared with 1863-64, and
of £95,350 compared with the Regular Estimate of 1864-65, of which £50,000
occurs-in Bengal, £40,000 in Madras, £16,000 in the Berurs, and £7,000 in the
"Oentral Provinces, while there is a decrease of £5,700 on account of the abolition

of the Office of Inspector General of Police.

The grant for Education is £622,210, which is £180,854 more than the Actual
Expenditure of 1863-64, and £61,035 more than the Budget Estimate of 1864-65.
It will be seen from the progressive increase of this grant from £342,593 in 1861.62
to £622,210 in 1865-06, that the means of promoting national education have
not been stinted.  The public grants for this purpose are also largely rupplemented
by local funds derived from School fees and subscriptions, and, in sume Provinces,
from percentages on the Land Revenue. I cannot liclp rejoicing wlen 1 contrast
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this liberal support of education with the single annual lakh of Rupees, or £10,000,
which it was once my privilege to administer in concert with Lord Macaulay, Sir
Edward Ryan, and other early friends of Native Education.

The Estimate for *Superannuation and Retired Allowances” is £119,7562
more than the Actual Expenditure of 1868-04, and £150,760 less than the Re-
gular Estimate of 1864-65. These variations mainly arise from the assimilation
of the mode of adjusting the Service Donations to that in use asregards the other
portions of the debt. While the charge on this account for 1863-04 was carried
forward to 1864-05, the arrears, which amounted to nearly an equal sum, were
shown against the revenue of 1863-64. The larger sum in the Regular Estimate of
1864-65 arises from the fact that the amount trausferred included the triennial

adjustment. The Lstimate for 1865-66 includes the normal charge on this
account.

- Under “Miscellaneous and Civil Contingencies” there is a decrease, com-
pared with 1863.64, of £189,850, which is caused by the accounts of 1803-64
having included £75,000 for the investment made in favour of Madho Rao, by

-a diminution in the expenditure for the Governor General’s tour, and loss by
exchange. The reduction of £96,920 compared with the Regular Estimate - for
1864-65 chiefly arises from the latter having been swollen by the expenditure
caused by the calamity at Masulipatam.

There is an increased charge under *Interest” of £108,570 compared with
1863-64, and of £71,320 compared with the Regular Estimate of 1864.65.
This is the result of a calculation embracing a great variety of items. The
chief causes of increase are larger balances of the Service and other Funds, and

the charge for Interest on the Promissory Notes transferred to the Currency
Department.

The “netexpenditure in England” amounts to £5,488,890, which is £705,760
more than 1863.04, £558,466 more than the Budget Estimate of 1864-65, and
£693,364 more than the Regular Estimate of the samc year. This large increase
of expenditure is caused by a new charge of £750,000 for the construction of
vessels for tho transport of Troops to India.

*“Quaranteed Interest on Railway Capital, less net Traffic Receipts,” is
estimated £1,284,000 against £1,388,416 in 18064-65, or £164,410,less. The
guaranteed intercst payable in England has increased by only £154,000, while
the net traffic receipts in India are expected to increase by £276,383.

The total estimated expenditure for 1865-66 is £47,186,930, which shows
the following increases :—
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Compared with the actual expenditure of 1863-G+ ... ... £2,652,245
Budget Tstimate of 1864-65 ... ... £1,646,848

Regular Estimate ve o« £b58,681

» L1
b3} »

I will now make such ranarks as may be necessary on the estimate of the
revenue of 1865-G6.

It is proposed to take the estimate of “Land Revenue” at £20,208,190.
This is £95,233 less than was actunlly received in 1863-Gf, which included
£280,000 from the sale of Khis Mahils in Bengnl against an estimated receipt
of £50,000 in 18G5-66.. On the other hand, it is £113,390 more than the
estimated receipts of 1864-65; but these last were diminished by the inunda-
tion at Madras and the partial failure of the raius in the North-West Pro-

vinces.

"The estimated rozeipts from * Forest” are £383,000, being £78,6567 moro
than the receipts in 1863-64. This is a smaller incrense thun mny be expected
from tho arrangements which have been made for the more perfect organization

of the Forest Department.

«« Abkaree” is estimated at £2,335,320, which is only £62,370 more than is
expected to be received in the current year. The rate of increase in previous

years has been much larger.

Under * Assessed Taxes” the estimate is taken for the last quarter of the
Income Tax, which expires by law on the 3Ist of July next. The sum expected
to be received is £551,140, which includes a considerable amount of arrears.

Tle estimate for the * Customs” Revenue shows a decrease of £102,781 com-
pared with 1863-04, and of £64,190 compared with the Regular Estimate of 18G4-05.
This allows for a loss of £40,000 in consequence of the deduction of the duty upon
Saltpetre from two Rupees to one Rupce a maund, and assumes the continuance of
the depressed state of the Import trade. It may be hoped that the result will not

justify this expectation.

The “ Salt” Revenue is estimated at £5,782,880, which is £747,184 more
than the receipts of 1863-04, and £158,630 more than the amount expocted to
be received in the current year. This estimate is fully justified by the previous
p;fowth of this branch of revenue, by the additional facilities for the conveyance
of Salt into the interior, by the improved preventive arrangements in several
Provinces, aud by an cstimated increase of £70,000 expected to be realized by
an additional duty of four annas a maund in the Bombay Presidency.

In cstimating the “ Opium” Revenue for the current year, the point of
immediate importance is the quantity of Opium likely to be brought to sale at
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Calcutta. This is expected to be 569,518 chests, 4. ., two-thirds of the.lust crop,
which amounted to (4,269 chests, and one-third of the crop of the current year,
which 15 estimated at 50,000 chests.

But the means which have been taken to regulate the future production of
Opium in Bengal must not be left out of sight. It has been determined that the
price to be paid to the Ryots shall be reduced from Rs. b to Rs. 4-8 a seer; that
the cultivation in the Benares Agency shall be diininished until the average yield
bears the samo proportion to that of the Patna Agency as it bore in 1859-60,
when the selling prices of the two kinds of Opium were ncarly cqual; and that
45,000 chests shall be the standard provision from the two Agencies in future
years. Taken in connection with the constantly increasing demand in China,
and the check which has been given to the growth of Native Opium there, by the
increased importations of the superior Indian produce, these arrangements to
limit the quantity in Bengal cannot fuil to exercise a favourable influence upon
the sales towards the close of the next financial year, and it may be hoped that
in the following ycars they will secure as near an approach to a maximum net
receipt as can be expected {rom so variable a branch of revenue.

~The average price at the last three sales has been Rs. 841 per chest, and
alter giving due weight tothe preceding considerations, it has been determined
to take the Estimate for Bengal Opium at Rs. 850 per chest. Adding to this
£165,000 for Miscelluneous and Abkaree Revenue, the Estimate for Bengal will
amount to £5,223,600.

Malwa Opium has a separate field of consumption in China, and its price
is only partially influenced by the price of Bengal Opium. After a full considera-
tion of all the circumstances, it has not been considered advisable to reduce the
Pass Duty upon Malwa Opium. The Estimate for 1865-66 has been taken at
£2,5600,000, which assumes that Passes will be taken out for 41,0666 chests.

The entire Opium Estimate will, therefore, be £7,728,600, which is £476,400
less than the last Budget Istimate, and £209,480 more than the Regular Estimate.

The increase in the Stamp Revenue of 1863-64 over that of 18G2-G3 is
£245,673. The estimated increaso in the present year over 1808-64 is £176,024.
It is proposed to take the Stamp Revenue for 1865-66 at £2,058,500, which is an
estimated increase of £146,360 over the present year.

“ Mint,” * Post Office,” and * Electric Telegraph™ are estimated cach at a
moderate increase over the Regular Estimate of the current year.

The receipts under * Law, Justice, and Police” arc estimated at £132,320
more than is expected to be realized in the current year. This increase arises



from the anticipated receipts undor the new Registration Act, additional contri
butions from Municipal funds for Police, and from a general increase in the receipts

from Judicial Fees.

The Estimate for Public Works Receipts has been taken at £1,000,000, which
is £16,650 less than is expected to be received according to the Regular Estimate
of the current year. It is supposed that the increased Water rates in Northern
India will yield an additional £60,000. @reat uncertainty prevails as to the amount
likely to be realized from land sales at Bomnbay within the year 1865-66. Ac-
cording to the hest information that can be obtained, it has been estimated at
£498,350, which falls short of the corresponding receipts in the Regular Estimato

of 1864-65 by £66,650.
The increase of £150,000 under * Miscellaneous, Military,” is the result of
the measures which have been taken to dispose of useless Ordnance stores.

The increased receipts under * Interest” arise from a larger sum having been
invested in the Currency Department and from dividends on a larger number of

Bank Shares.

The total estimated revenue is £40,488,760, which exceeds the actual
receipts of 1863-64 by £1,875,732, the Budget Estimate of 18064-65 by
£324,890, and the Regular Estimate of the same year by £204,6564. To the
sum of £46,488,760, the estimated income of the year, has to be added the
£1,200,000, which it has been determined to borrow for Military and Irrigation
works in aid of the ways and means of the year, making the total receipts

£477,688,760.
As the estimated expenditure is £47,186,930, there will be a surplus of

£501,830.

The Estimate of expenditure for next year has been taken on a liberal
scale even according to the incrensed rates of prices and wages; and if the
Bhitan War soon comes to & close, there ought, with proper economy, to

be o considerable saving in the large army grant.

The Estimatoe of receipts only assumes the normal increase of the ordinary
branches of revenue, whercas something more than this has begun to appear.
The vast expenditure of late yoars upon railways, roads, and other works auxi-
liary to production has bogun to bear fruit, especially in reference to the remark-
able increase of bulky exportable produce. Even in a strictly financial view, the
guaranteed Railway system is showing decided symptoms of improvement.
The Opium revenue has also passed its crisis, and may be more relied upon than
heretoforo. Every item which could be open to question has Leen excluded
from the Estimate. For instance, in order to simplify and clear the accounts,
the Government has detormined that the ordinary doposits in the Troasuries
shall, after a certain period, be carriod to the public credit, subject to their being
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repaid out of revenue whenever a claim is established to them. Under this head
T was entitled to the benefit of large sums which must sooner or later be passed
through the Budget Balance Sheet, which is the great Profit and Loss Account
of the Empire; but as it might have been objected that, although properly
credited to revenue, this action upon the Deposits will not bring a Rupee into
the Treasuries which is not already there, the change has been postponed to a
time when it will not be opened to misconstruction. Neither has the more

substantial resource of the purchase money of the 24-Pergunnahs and Jessore
Sunderbuns been taken credit for.

It is true that the ways and means of the year are, to the extent of
£1,200,000, composed of borrowed money. But this loan has nothing in
common with the shifts and expedients of insolvent or embarrassed States. It is
the result of a discriminating policy which confines taxation to its just objects,
and provides by loan for reproductive works and for works of every kind which
arc on such a scale as would too severely strain the resources of a single
generation. The best employment of money is that which the industrial classes
make of their annual savings for their own sake, and it is no real advantage
to the community to interfere seriously with this natural process and to cause
general harassinent and discontent in order to accelerate the execution of Public
‘Works. Even if the condition of the finances were all that could be desired,
it would still be expedient to limit taxation to the proper business of Govern-

ment, and to provide for reproductive works by means of specially appropriated
funds.

One item of receipt will not recur. The remaining quarter’s Income Tax,
including arrears and deducting the charge of collection and the twenty per
cent. appropriated to Local Funds, amounts to £421,760. If this were struck
out of the Budget of 1865-66, there would still be a small surplus. If things
remain the same, there will still be this surplus in 1866-67.

‘Tt is proposed to make a moderate addition to the estimated surplus of
£501,830 by having recourse to a class of taxes which, when they have been im-

posed with proper reserve, have always proved a valuable resource of Indian
finance.

The old policy of the East India Company was to levy low rates of duty
both upon exports and imports. However contrary this practice may have
been to some received maxims of political economy, it was suited to the cir-
cumstances of the country, for, owing partly to the abundance and richness
of the productions of India, and partly to the simple habits of the people, the
exports of merchandize have always greatly exceeded the imports, and our
Indian exports have in general such a hold upon foreign markets that they
can bear some duty without being seriously checked.
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This policy has of late ycars been departed from to a certain extent.
Under the financial pressuro caused by the mutiny, the five per cent. import
duties were raisod to ten per cont., and in some cases to twenty per cent., but they
were last year reduced to 74 per cent., while the year before the duty upon
iron was rendored nominal. On the othor hand, the duty upon soveral staples
of the export trade was entircly remitted in 1860, with the excaption of the
duty upon Saltpetre, which was raised to a rate inconsistent with the pros-
perity of the trade, and it has lately been reduced by one-half.

So far as India possesses the monopoly of the foreign market, or a
decided superiority over all other countries taken together, an export duty
must be paid by the consumer. 8o far as exported articles arc mot by an
effective competition in the foreign market, the duty must be paid by the producer.
But there never was a time when Indian producers were so well able to bear a
moderate charge. 'While the assessment of the Land Revenue has been diminish-
ed, the price of agricultural produce has risen, and persons of every class con-
nected with the cultivation of the land enjoy unusual prosperity. It must also
be borne in mind that the heaviest expenditure in public works is for the con-
struction of roads to facilitate the conveyance of oxportable commodities to the
const. The Teaand Coffee districts have, besides, to be provided with almost every-
thing which constitutes the outfit of a civilised administration.

Jute, Wool, Tea, and Coffes were placed on the free list in 1860, previously
to which they were subjected to the normal duty of three per cent. charged on unenu-
merated articles. The increase which has taken place in their production, and the
high prices which they have commanded for exportation during the last few years,
show that any reduction of price which might be caused by a moderate duty
would in no way discourage the cultivation. Jute when manufactured into
Gunny Bags and other articles is charged anexport duty of three per cent., and the
manufacture of the country is, thereby, placed at a disadvantage in any market
where it may be bronght into competition with similar articles manufactured in

England.
The annual value of the exports of these four articles has increased since
1860-01 as follows :—

1860-61, 1861-62, 1862-68, 1883-64.
£ £ £ f 4
Jute o 409,283 571,736 811,108 1,698,084
Wool e e e 473,544 BG2,673 1,477,314 1,511,644
Tea 101,603 131,314 179,018 282,085
Coffed v see aveens 209,095 402,994 420,489 518,768
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It is proposed to extend to these articles the normal export duty of three per
.cent., which may be expected to yield £130,000 a year.

Hides, Sugar, and Silk have not increased in the same proportion, but they
would, nevertheless, bear a low rate of duty without any discouragement to the
trade. It is proposed to subject them to a duty of two per cent., which will yield
gbout £60,000 a year.

The export duty on grain was increased in 1860 from half an anna to two
annas a maund. Much the most important article under this head is Rice.
Although India has no monopoly of its production, she provides the largest
portion of the supply for foreign markets; and the climate and soil of large tracts
are so congenial to its cultivation, that it is grown under great advantages, and
would easily bear another anna a maund. The value of the exports has increased
in each of the last five years as follows :—

£

1859-60 . ... ... . .o ... 2,265,656
186061 ... ... .o oo ... 2,938,876
1861-62 ... .. .. .. ... 8,285,894
1862-68 ... .o e e ... 8,320,923
186864 ... .. .o eee ... 3,986,709

1t is proposed to raise the export duty on rice and other grains from two
annas to three annas a maund, which is expected to give an additional £140,000.

The total estimated increase of revenue from these duties is £330,000, where-
by the estimated surplus will be raised to £831,830.

On the other hand, it is proposed to reduce the import duty upon hops from
7% to one per cent. This is necessary in order to place the produce of the Indian
Breweries on an equal footing with the beer imported from England, which is

liable only to the nominal duty of one annaa gallon. The loss of revenue will.
be about £1,000.

The Income Tax, which, to use Mr. Wilson’s words, *was passed for a
limited period with a view to the present emergency,” will expire on the day ap-
pointed by law—the 31st of July next. As a potent but imperfect fiscal machine
it should be regarded as the great financial reserve of the country ; and it will now
be laid on the shelf complete in all its gear, ready to be reimposed in case of any
new cmergency.

The Iucome Tax was passed for five years from dJuly 31st 1860 at the rate
of two per cent. upon Incomes between Its. 200 and Rs. 500 a year, and of four per
cent. upon Incomes above Rs. 600; and, of this last mentioned four per cent., one
per cent. was appropriated to Roads, Canals, or other reproductive works. The
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arsessment was to be an annual one; but, before the first year lLad expired, an
Act was passed, authorizing the (overnor Gemeral in Council to continue the
original assessments for another year. In May 1862 this power was extended to
the remaining three years, and the limit of exemption was raised from Rs. 200
to Rs. 500. From the 81st of July 1863 the rate of fonr per cent, was reduced
to three. The original assessment has become obsolete in every sense. Persons
deriving their income from salaries and the Funds pay the full three per cent.,
but the assessments made five years ago, which were originally insufficient and
unequal, have become much more so by the great increase of wealth and by the
change in the circamstances of individuals during the interval.

The gross amount that will be realized from the Income Tux in five years
will be £8,008,127, and the cost of the Establishments employed in collecting it
will be £366,160, or at the average rate of about 4% per ceut., leaving £7,641,967
as the net proceeds of the Tax. The sum appropriated to local works will be
£1,500,000, so that the benefit to the general Revenue from the Income Tax will
be about £6,141,967. Debt to a much larger amount than this has been paid off at
home and in India within the last three years. I bave followed the usual course in
taking the cost of the Tax ut the expense of the machinery actually employed in
collecting it ; but in order to estimate the real cost, the work it caused to the diffor-
ent Governments, Secretariats, Army, and Police, the printing, translating,
telegraphing, siationery, and all the other incidents of thp tax, should be included.

Holding the position I do, it will, of course, be expected that I should express
my opinion on our present financial position.

India is prospering beyond all former precedent. The Ryot has become
emancipated from the money-lender, and has something to spare for the indul.
gence of his tastes and the improvement of his cultivation. Wages are rising
throughout India, while, at some of the Ports, they have attained alinost to Eu-
ropean rates. Mercantile gains, especially in the west of India, have been as largo
as they are libernlly spent in charitable, ornamental, and reproductive works.
The great and decisive change has also begun to appear, that the Nutives, from the
Parsee and Marwaree Millionaires down to the Ryots and small Tradars, bring
forward their savings for investment instead of hoarding them. India hus entered
upon a course of industrial activity, and there has been for some time a remark-
able absence even of the disquieting rumours which used to fill up the intervals
of actual hostilities.

We stand at the commencement of an economical and social revolution which
is pregnant with the most important results. In its bearing upon the people,
the benefit scems to be almost without gualification ; but in reference to the Gov-
ernment, the matter has a double aspect. The increase of prices has passed like
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-a wave over the whole of India, and has penetrated its remotest recesses. It has
become necessary to give compensation to the Military Force in most parts of India,
extending, in many cases, even to fire-wood for the men and forage for the horses.
The compensation for a single Native Cavalry Regiment at Dharwar was at the rate
of upwards of £10,000 a year until the Regiment was ordered to be disbanded. A
rateable increase of pay is given for the same reason to the Police, Postul, and ordinary
Civil Subordinate Establishments in the Bombay Presidency and Central India, and,
as regards most of them, also in the Madras Presidency. In spite of every precaution,
this influence is already sensibly felt throughout the great Bengal Presidency in
raising the standard of the public expenditure. In every part of India much higher
prices have to be paid for Commissariat supplies, and labour and materials of every
description for every Civil and Military Department.

The purchasing power of money has diminished. It is the same thing as it
the public revenne had been positively reduced by a considerable amount. If the
balance were restored by a pro rafd increase on the whole of the existing taxa-
tion, there would be no real addition to the burdeus of the people, because their
means have increased in a still greater proportion. The settlement of the Land
Tax, however, which is nearly half the ordinary revenue, is proceeding for the
most part at the reduced rates based upon former low prices. The profits have
been left to the Apgriculturist, and the fruits are reaped by the Government only
in a steadily rising value of land and in a general increase of prosperity and
contentment.

Concurrently with this, a demand which may be controlled, but cannot and
ought not to be resisted, has arisen for improved administration. In Police, in
Jails, in the judicial administration, in all that relates to the accommodation and
treatment of the soldier, public feeling is no longer content with the former less
perfect arrangements. But nothing is dearer than good government. Every
plan of improvement resolves itself into a question of additional expenditure. A
striking instance of the combined effect of increased prices and administrative
reform will be seen in the comparative Statement, in the Appendix, of the cost
of Jails in 1863-64 and 1865-606.

Nevertheless, I am of opinion that, provided proper economy is exercised,
the existing sources of revenue, with only such ordinary improvements as time
and circumstances require, will suffice. Onbe of the greatest objections to the
Income Tax i3, that it is felt to be such a powerful instrument of taxation as to
induce a relaxation of the habit of economy. The disposition will always be to
spend up to an Income Tax. In order to prevent, I will not say profuseness, but
u feeling of indifference about the spending of public money, there must be a sense
that we are dealing with limited funds. The resources still to be derived from a
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Judicious frugality are extremely important.* Although the crop was reaped in
1860-1, valuable gleanings have since boon obtained in the shape of further
reductions in the Military Force, in the Marine Establishinents, and in those
formerly connected with the abolished Government manufacture of Salt in Bougal ;
and arrangements are in progress for transferring the cost of the Police of Towns
to the inhabitants. '

The social revolution in progress also has its own compensations. The
prosperity for tho wants of which we have to provide, is itself highly condusive
to the increase of the revenue. India canunot be fully ocoupied with the arts
of peace and the arts of war at the same time. Populations which were for-
merly of a highly warlike character have become entirely industrinl. In the
south of India, the people have lost the habit.of wearing or using arms, and
this change is gradually extending to our provinces in the north. The Rail-
ways have also greatly increased the efficacy of any given Military Force, and
the Native troops are so sensible of this, that they say in tho Punjab that they
might now mourt guard at Calcutta. The increased Military expenditure ought,
therefore, to be met by a reduction of numbers.

Again, the Subordinate Civil Establishments are unnecessarily large, because,
having been cheap, there was a feeling of indifference about their number, and hav-
ing been ill-paid, they were inferior in point of qualification, and lax in their ap-
plication to work. The Government of India has not refused to increase the
galaries of the Subordinate Civil Establishments. It is only desired that the
increase should be made after a careful scrutiny, both of the number really wanted,
and of the work which really has to be performed ; for one of the consequonces of
the former lax system is that there is a groat deal of surplus waste work. The
admirable manner in which reduction and re-arrangement have beuwn combined
with increase of salaries in the Post Office Department in every part of India,
shows that if proper precautions are taken, the revision of the Public Establish-
ments with reference to the incrensed cost of living may be made without any
gerious increase of expense. 'The same process has been successfully applied to
all the Revenue Establishments of the Madras Presidency. Lastly, although
we are working up to an advanced European standard, we should remember that,
with immense capabilities, India is still in & backward, undeveloped state, and we
ought not to attempt to arrive por saltum at a complete administrative machinery,
in advance both of our resources and of the condition of sound progress.

If additional revenue should hereafter be roquired, a sure, and, io my opi-
nion, perfectly unobjectionable resourco will bo found in a moderate iucrease of

# Nore.—A largo sum might be saved in Governmeont printing alono, which io almost ovory part of India
iu cartied to an excoss, wasteful alike of money, mind, aod time. At bome, with much less nocessity for re-

form, the public priuting has been brought under strict regulation.
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. the Salt Tax. The body of the people of India are the countless Peasant Pro-
prietors, and the much smaller number of persons who live by wages in town and
country. The annual incidence of the highest existing rate of duty upon Salt,
caloulated upon the consumption of & single individual, is less than one shilling,
.and the profits of agrionlture and the rates of wages have so increased of late,
that this bears an inappreciable proportion to the income even of the most ordi-
nary labourer. Owing to the greatly increased importations from Liverpool,
the average price of Salt in Bengal, exclusive of duty, is not half what it was,
while in the south and west of India the price has been greatly diminished by
the reduction in the cost of carriage, arising from the opening of the Rail-
roads to various points in the interior. Half the revenue of England is levied
upon consumable articles which from habit have become necessaries, but taxes
of this class are represented in India only by the Salt Tax and the excise upon
Spirits and Drugs, amounting to about one-seventh of therevenue. No Tax can be
collected more cheaply or with less annoyance to the people than the Salt Tax.

In India, where the interference of subordinate fiscal Agents is more than usually
disliked, this is one of the greatest recommendations of a tax. Apn addition
even of twb annas a maund, or 3d. on 80 hs. of Salt, would yield £250,000, and
it would be collected net without any addition to the existing machinery.

The only really productive Taxes are those which are paid by the body
of the people. Clearly they ought to pay their fair share, for they profit
even more than the rich by the advantages of good government. A rich man can
generally protect himself, but if the interests of the poor man are not cared for
by the State, he is ground down by the rich and is rarely able to rise in the social
scale. The increased prices and wages from which the bulk of the payers of this
Tax are enjoying such great advantages, are distinctly the result of strong and
just government, and they are also the main cause of the increased expenditure
for which we have to provide.

The first sales by auction of the remaining stock of Government Salt in
Bengal will take place this year. Owing to the low rates at which Liverpool Salt
has been delivered, the sales of Government Salt, actual and estimated, in the
current year, at the fixed rates, are only 9,34,252 maunds compared with 11,78,885
maunds in 1863-64, and 19,183,978 maunds in 1862-63, besides which 2,14,681
maunds have been destroyed by the Cyclome. After deducting 55,102 tons
to be sold by auotion, and making a reasonable allowance for further sales at the
fixed rate, the stock remaining on hand at the end of 1865-66 may be estimated
at 151,803 tons. Meanwhile, the area of consumption of Liverpool Salt in the
interior is continually extending, and it may be expected that, after the opening of
the Railway Bridgo at Allahabad, it will compete with the Réjputina Salt on its
own ground at Agra and Delhi.
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This year has been distinguished for a remarkable development of the principlo
of municipal administration and privato enterprise. It has become apparent that
the demands of India for the improvements which belong to a higher stato of civi-
lization, cannot be fully met either by the revenue received by the Governinont, or
by the agency at its disposal. Finding that the Government was not prepared to
advance money for the improvement of Calcutta, the Municipality advertisod for a
loan and obtained the requisite amount on moderate terms. In like manner, the
Government exprossed its opinion that the formation of an auxiliary Port on the
River Mutla belonged rather to private than to public enterprise, and a Company
was formed with a capital of £1,200,000 for the construction of the ncoessary
works. The extensive plans of reclamation in progress in connection with Bombay
and Calcutta, and the numerous Companies for Tea and Coffee cultivation, Coal
Mines, conveyance of passengers and goods by land and water, and other objeots,
show that the future growth of India will not be limited by the standard of the
means and action of the Government. The small beginnings of many of these
undertakings were fostered by the Government, but as private enterprise has ad-
vanced, the Government has receded, and the relative position is annually approx-

imating to the state of things in England.

In the Punjab, the North-West and Central Provinces, and British Burmah,
the towns have, with rare exceptions, been organized into Muniocipalities which
are charged with the payment of the Police, and with every necessary work of con-
servancy and general improvement. In August last, a Resolution of the Govern-
ment of India was promulgated, the object of which was to extend this system
to the rest of India, with the understanding that the inhabitants should raise the
necesaary funds in whatever manner they might think proper, subject to the ap-
proval of the Local Governments. Such institutions are necessarily of slow
growth, but the principlo is fully admitted that the Town populations are charge-
able with their local expenditure, including the cost of their Police, and the
public revenue will be relieved and habits of self-government will be formed as
effect is given to it. A germ everywhere exists for the extension of the municipal
system to the country districts, and there is urgent need for its more perfect
development there. Every road that is made only establishes the necessity for
making others in connoction with it, and the charge for repairs alone is becoming

an excessive burden on the Central Exchequer.

An abstract will be foundin the Appendix of the actual oxpenditure of Local
Funds in 1863-64, together with Estimatcs for 1864-65 and 1865-G6. It will be
geen that there is an incresse in the receipts from £1,904,206 in 18064.65 to
£2,153,649 in 1865-66, and an increase in tho expenditure from £2,088,251 to
£9,827,017, while there is an estimated docrcase in the balance on hand from

£1,774,679 to £1,601,311.
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Besides the temporary grant of one per cent. from the Income Tax, and the
permanent transfers from general to local revenue mentioned in my former State-
ments, further steps have since been taken in the same direction. The revenue
derived from Fisheries in the Madras Presidency, amounting to Rs. 60,000 a
year, (excepting, of course, the Pearl and Chank Fisheries,) has been transferred
'to Local Funds as had previously been done in Bengal. Ten per cent. of the
proceeds of escheated lands in Malabar has been similarly appropriated. Tu the
Central Provinces, the Land Revenue assessment is so moderate that the Road
and Educational cesses have been raised from one to two per cent. each upon the
Land Revenue without imposing any undue burden upon the people. Buildings
belonging to the Government in Provincial Towns which are not required for
Government purposes, are likely to be turned to better account by local adminis-
tration for objects in which the inhabitants are interested, than if they were
under Government management, as belonging to the imperial revenue. The
arrangements which had long existed for giving effect to this principle in the
Bengal Presidency under the name of ¢ Naz(l” or Escheats, were extended in
Scptember last to the Presidencies of Madras and Bombay.

The English Commissioners have completed their investigations into the
accounts of the several Departments of the Government to which their atten-
tion was directed, and have laid their Reports before the Government.

Many of their recommendations have received the sanction of Govern-
ment, and others are still under consideration.

Mr. Foster remains in India for a limited period in order to superintend
the introduction of the changes which areto be carried into effect, and consider-
able progress has already been made. The whole of the recommendations
regarding the aocounts of Kidderpore Dockyard have been brought into practical
operation, and in the Civil and Military Departments extensive changes are
being gradually and safely introduced, which will greatly simplify the accounts,
add security against fraud by providing a rapid post-audit in substitution of the
former system of double audit, and, by diminishing the amount of labour, lead
the way to the reduction and ultimate entire removal of the state of arrear
from which the public accounts are now suffering.

These changes, when carried into effect, will necessitate an entire re-organiza-
tion of the Offices of Account with a view to obtaining & larger amount of
efficiency at a less cost. This end must be attained by an improvement of
salaries combined with a large reduction of numbers.

The Government Paper Currency has been in a state of healthy progressive
increase throughout the year without any violent fluctuations. New Currency
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Ciroles have been established at Allahabad, Nagpore, and Lahore in the Bengal
Presidency, at Kurrachee in the Bombay, and at Vizagapatam, T'richinopoly, and
Calicut in the Madras Presidency. The Note circulation has risen from £5,850,000
in April 1864 to £7,348,685, while the investment of the deposits of specie
has been increased from £8,000,000 to noarly £4,000,000, the maximum amount

permitted by law.

Believing that the time had arrived for the adoption of a Gold Currency
in India, and that, although the Sovereign would be somewhat undervalued at
ten Rupees with reference to tho greater part of India, it would, nevertheloss,
owing to its superior convenience, obtain an increasing circulation at that rate
without any possibility of injury to the creditor, the Government of India re-
commended to the Secretary of State in July last that the Sovereign and Half-
Sovereign should be declared legal tender at the respective rates of ten and five
Rupees. Upon this, the Secretary of State determined upon the experimental
measure of receiving the Sovereign and Half-Sovereign in all the Treasuries of
India at those rates, and of paying them out again at the same rates to such
persons as might be willing to take them, and also of receiving them in the
Currency Offices to an extent not exceeding one-fourth of the total amount of
issues represented by Coin and Bullion, as authorized by law. The result of
this experiment has been highly interesting and important. The Sovereign
has been received in all the Currency Offices of the Bengal Presidency, and
in many of the Treasuries, and it is daily coming into increasing use, both for
the ordinary transactions of private of life, and for the purpose of remittance.
Up to the 9th of March, the total receipts at the Bank of Bengal in British
and Australian Sovereigns amounted to £370,000; and although payments had
likewise been made to & considerable amount, Sovereigns accumulated to an
inconvenient extent in the hands of the Bank, and 200,000 were therefore trans-
ferred to the Calcutta Currency Office in exchange for Rupees. Further arrivals
of Sovereigns were expected from Australia, and it became apparent that, in
order that the balances of the Bank and of the Government might not be com-
posed, to an inconvenient extent, of a coin which could not be relied upon as a
circulating medium, owing to its not being a legal tender, it was necessary either
to go forward to convert the experimental measure of making the Sovereign receiv-
ablein the Treasuries and Currency Offices at ten Rupees into the substantive one
of making it a legal tender at that rate, or to take the retrograde step of with-
drawing the Notification, or modifying it by making the Sovereign receivable at
_alower rate. The Government did not hesitate between these alternatives, and it
has been again recommended to the Secretary of State that Sovereigns and Half-
Sovereigns, according to the Dritish and Australian Standard, coined at any
properly authorized Mint in England, Australia, or India, should be mado legal
tonder thoughout the British dominions in India at the rate of one Sovercign for

ten Rupees.
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I stated that the surplus, which was originally £501,830, would, with the

additions consequent upon the increased export duties, £330,000, amount -to
£831,830.

To this must be added £60,000, the anticipated receipts from the Indo-
. European Line of Telegraph, making a sum of £891,830.

It bas been found necessary to comply with a requisition which has just
been received from the Government of Bombay for an addition of £17,520 to the
expenditure under the head * Law and Justice.”

The surplus therefore stands at £874,310.

These recent changes have been noted at the foot of the Statement of the
Revenue and Charges. Their effect with reference to the one item of Receipt,
(Income Tax), which will not recur, will be to leave a surplus in 1866-67 of
£452,560, even assuming that every other item remains unchanged.”

The Motion was put and agreed to.

‘The Hon'ble Stk CHARLES TREVELYAN having applied to His Excellency
the President to suspend the Rules for the Conduct of Business,

The President declared the Rules suspended.

The Hon’ble Stz CHARLES TREVELYAN then introduced the Bill and moved
that it be taken into consideration.

The Hon'ble Mg. Cowre—¢ I must bo allowed to express the high
satisfaction with which I have listened to that portion of the Hon’ble gentle-

man’s statement which announced that the Income Tax would finally cease on
the 31st of July.

I believe the opinion has been pretty generally held that the Government
were absolutely pledged to remove this tax, but I never understood that pledge in
any other sense than coupled with the proviso that the revenue could spare it,
and if the Imperial balance sheet, now placed before us, had proved the neces-
sity of its continuance, I for one would cheerfully have submitted to the re-
imposition of the tax for another twelve-month. But it is far better that it
should be removed at once, for it is no exaggeration to say that, financially, it has
been a fajlure to the Government, and morally an evil to the country.

I do not apprehend that those interested in our export trade will take
exception to the moderate export duties by which it is proposed in part to
make up for the removal of the Income Tax, though I am of opinion that they
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would have preferred seeing the amount obtained by a further small addition
to the duty on Salt.

The plan of borrowing in England at moderatoe interest a portion of the
money urgently called for Military and Irrigation Public Works, is, I think,
an improvement on the systom which took the whole out of the year’s in-
come. The public will only be disposed to regret that it was not adopted earlicr,
for if it had been, wo might have seen, not only the Income Tax, but also those

additional duties dispensed with.

1 congratulate the Hon’ble gentleman, and I hope that all who hear me
will be disposed to join in the congratulation, that at the close of a year which
has undoubtedly been been one of financial difficulty, and at the closc of his
public career in India, he has been able to leave bohind him a Budget for the
coming year of so hopeful and promisinga character asthat to which wo have

Just listened.”

The Hon'ble Mr. BunLEN—* 8ir, 1 add my felicitations to those
of my Hon’ble friend opposite, that the state of the finances has been
found to be such that it is considored the Income Tax can safely be
dispensed with. Viewed financially, there can be no doubt that the
Income Tax has proved a failure, that is, that it has failed to reach,
anything like the real income of the country which under its provisions is
taxable: for it is absurd to suppose that a gross assessment of little over a
million sterling represents, at three per cent., the taxable incomes of all India over
Rs. 500. The incidence of the tax has indeed notoriously been most unequal,
owing to the causes alluded to by the Hon’ble gentleman, and had it boen neces-
saryto continue the tax, there must, in justioc to those who pay their full three per
cent., have been fresh assessments. But, 8ir, I am heartily glad to find that there
is no necessity for the continuance of the tax at all beyond the presont Income
Tax year, and that the Government is enabled to carry out the assurances it has
on several occasions given, in language more or less precise, that the tax would
not be extended beyond the term for which it was originally imposed. S8ir, my
felicitations would have been more hearty if, in gotting rid of the Income Tax,
the Government had not thought it necessary to impose fresh burdens on
commerce. Some of the articles on which it is now proposed to levy export
duties may be able to bear them without injury to the trade, as, for instance, the
article of Jute. The enormous increase which has taken place in the pro-
duction of this article, proves conclusively that its cultivation must be. moat
remunerative, and therefore, even if tho whole duty fell on the producer, the
profit on the cultivation would still be so large that the growth would scarcely
be discouraged. But in reality, Jute is very much an article by itself; there
is no other fibre, applicable to the purposes for whioh Jute is used, which can be
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_supplied at the same price, and the probability consequently is, that this duty
will eventually fall on the consumer, and not on the producer. Rice also is no
doubt grown under such advantages of soil and climate on the vast plains of
Bengal and Arracan, that it may bear another anna per maund of duty, and
still hold its own in the markets of consumption, though, especially on Arracan
rice, aduty of three annas per maund is an extremely heavy percentage on its
first cost. But there are other articles on which I am sorry to hear that, reversing
the legislation of former years, the Government now proposes to levy duties,
as, for instance, on Wool and Raw Silk, and Tea and Coffee. Now, about Wool
I do not know much, as it is exported almost exclusively from Bombay, but I
believe it is brought down principally from Beloochistan by long tedious land
journeys. This is a trade which, for obvious reasons, it appears desirable to en-
courage, and, exposed as. Wool is to such keen competition in the European
markets, with the produce of Australia and the Cape, not to speak of the home
growth, I am sorry to see a duty, however small, put upon it. Then as regards
Silk : this is an article which is also exposed in Europe to keen competition with
the produce of China and Japan, as well as of the European production. The
duty in this case must fall on the producer, and when the incidence of the tax
is on the producer, export duties are condemned by all sound writers on political
economy. Tea and Coffee, again, are young industriesin India. They are also
of the few industries in India which attract European settlers and European
capital into the interior, and I well recollect hearing the late Mr. Wilson remark
that, on this ground if on no other, these were industries which were deserving
of every encouragement dt the hands of the Government.

Then, Sir, as regards Sugar, I confess I am quite at a loss to understand the
grounds on which Government proposes to levy an export duty on thisarticle.
More than twenty-five years ago, the export duty was taken off, because, even then,
Sugar from India weighted with any duty could not withstand the competition of
other producing countries. Well, 8ir, have circumstances since changed in favour
of India? The very contrary is the case, as is well known to every commercial man.
Year by year, owing to the increasing production of beet-root Bugar, prices rule
lower and lower in the European Markets. Year by year, if we except last year,
whenthere was a spasmodicrevival of the exports owing to a short-lived speculation
in England, (which exports, it may parenthetically be remarked, have resulted in
heavy losses), the trade has been growing smaller and smaller, and in fact, instead
of increasing her exports, India is actually importing SBugar from Mauritius ; and
after all, what revenue does the Hon'ble gentleman calculate on from thesc
duties ? 8o far as I was able to follow him, not more than £300,000. Is it
worth while, for so small & sum, to sacrifice fundamental principles of sound poli-
tical economy? If, Bir, it were necessary to fortify the financial position at all,
the preferable course I conceive would have been to have made some small
additions to the Salt duties. An increase of a thirteenth only of the present
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duty would have given about £400,000, or more than the amount which will
be produced by these export duties, and would, I humbly submit, have been less
objectionable in principle. And Iam the more surprised that the Hon’ble gentle-
man did not adopt this alternative, considering the opinion regarding an increase of
the Salt duties which he has himself expressed. No doubt the duty on Salt is
already very high in proportion to its cost, but the individual consumption is so
small that practically the duty is not felt, and when it is considered that it is
almost the only tax which the masses of the people pay on articles of consump-
tion, whilst the labouring classes in England pay on their sugar, their tea, their
tobacco, and their malt, it seems to be a tax peculiarly adapted to the circum-

stances of the country.

Sir, thereis only one article on which, with reference to duties, I will
trouble the Council with any remarks-—it is the article of Saltpetre
Sir, about a month ago the Executive Government, of its own motion,
and without reference to this Council, reduced the duty, which was fixed
by law at two rupees, to one rupee per maund. Sir, I have myself consistently ad-
vocated & reduction of this duty, considering the tradeto be in great jeopardy, if
the duty was maintained, and therefore I have nota word to say against the
reduction itself. My complaint is as to the manner of the reduction. The duty
on Saltpetre is a specific duty fixed by the Schedule of Act XXIII of 1864, and the
Governor General in Council appears to have no more lawful authority to reduce
that duty by an order in Council than to increase the rate of duty on piece-goods
or other imports. My object in making these remarks is to elicit some information
from the Government as to the remaining Rupee of duty which for the present is to
be kept on. 'What I wish to know is, whether we are to understand that this is a
settlement of the question until next April. It is important that this question’
should, if possible, receive an answer; otherwise tho trade, both here and in
England, will be kept in a state of suspense. I would much rather that the
duty had been taken off altogether; but if itis to be kept on, it is better, even
in the interests of the producer in this country, that it should be known that
no reduction is to be made until next April; otherwise the market in England
will continue depressed by the expectation that at any moment the duty may
be_taken off, and the merchant here, to guard himsclf against that contin-
gency, must buy at a larger price than, but for the uncertainty, he would be
disposed to pay. I thercfore ask for a declaration from the Government, of

its intentions regarding this duty.

As regards the course which the Government have followed in proposing to

the Secretary of State to borrow in Englanda portion of the amount which
has this year to be provided for public works, I think that coursc a very
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proper one, for T have never thought it reasonable that the whole burden of
expensive public works, of which future generations, more than the present
generation, will reap the bencfit, should be borne by revenue.

In conclusion, Sir, I desire to add my congratﬁlations to thosc of my
"Hon'ble friend opposite, that the Ilon’ble gentleman, on laying down his Office,
leaves the finances of the country in such a substantially prosperous condition.”

His Honour the L1EUTENANT-GOVERNOR said that there was no doubt that every

one throughout the length and breadth of India would congratulate the Government
that the state of the public finances, and the flourishing condition of the Revenues,
were such as to enable it to dispense with the Income Tax. His only regret was
that the abolition of that tax would deprive Bengal, in common with other Prov-
inces, of a cerfain proportion allotted for- Public Works, and entail the necessity
of finding means to meet the consequent deficiency. As to Bengal this would
receive early attention from the local Legislature. He felt, however, obliged to say
that, while he congratulated Sir Charles Trevelyan on his Budget, he agreed with
the Hon’ble Messrs. Bullen and Cowie in their objections to the imposition of new
export duties, and in thinking that, if further taxation were considered necessary
at all, a small additional duty might be imposed on Salt throughout India, instead of
the proposed increase in this respect being confined to Bombay. He was of course
not aware of the considerations which had led the Government to give the prefer-
ence to increased export duties, or to conclude that the imposition of such duties was
necessary to make up the requisite surplus. It appeared to him, however, that
no such necessity really existed. The average price which Sir Charles Trevelyan
took as likely to be realized from the Opium sales of 1865-66, was Rs. 850 per
chest. That was the price ruling at the two last sales. It was a minimum price,
and its lowness was solely owing to the very large amount of the drug (62,000
chests) which had been produced in 1863-64. Now, it was well known that the
rain which fell in February and March had seriously damaged the present crop of
Opium. The extent of cultivation had also been considerably contracted. It was
assumed that the out-turn would be 50,000 chests. In his opinion, is was likely—nay,
it was almost certain—to be less. Baut, even if the out-turn were as large as 50,000
chests, and if the whole of this provision were brought to sale in 1866, it was
quite contrary to past experience to assume that the average selling price during
the financial year would not exceed Rs. 850. It was much more likely to be
Rs. 1,000: but even supposing that it would be no more than Rs. 900, which
was the lowest reasonable estimate he could form, the difference of Rs. 50
would give more than all that was expected to be raised by the new export duties.
He would therefore suggest to Sir Charles Trevelyan whether, in consideration
of the more probable productiveness of the Opium Revenue, the proposal to levy
additional export duties might not safely be given up,
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Tnr Hon'sBLt Siz CHARLES TREVELYAN.— Thero is one omission in my
statement which I take the opportunity of supplying. I mentioned that some-
thing of the haturo of a scttloment of tho Opium Revenue had been made.
We are mainly indebted for this to His Honour the Lieutenant Governor, who,
some weeks ago, applied his mind closcly and earnestly to the subject, and re-
corded a minute which is one of the ablest papers of the kind I havo ever
read. The result is that the Opium Revenue has been placed on as secure

and permanent a footing as it can be.

The appeal which the Licutenant Governor has made to me in reference to
the proposed export dutics, has placed me in a very painful dilemma. It is ex-
tremely probable that, even without these export duties, there would be a surplus.
The growth of the revenue is likely to increase, and I think there will be a
stricter control over the expenditure. 'We shall also be better for the non-re-
currence of two large home-items—the cost of the transports and of the
new India Office; and there is more of the same sort that I might
But the most remarkable feature of Indian finance is its
variableness. The results have to be collected from so many Governments
and Administrations, in reforence to such a variety of departments
and subjects, that Indian finance is a series of surprises and disappoint-
ments; and the evil is much aggravated by the imperfeot nature of
the accounts. At home the Chancollor of the Exchequer sees from week
to weck the progress of the income and expenditure. Here, till I have the
annual estimates before me, I cannot say how I stand within a million or a mil-
lion and a half. When I took charge of this office, I found I was
under a pledge inherited from my predecessor to publish quarterly ao-
counts. But the Officers of the Dzpartment warned me to take care
what I was about; and on further experience, I found that the ac-
counts are so overloaded with what they call ““adjustment items” that the
« monthlies” are always stultified by the ¢ quarterlies,” while the ‘“ quarterlies’
are extinguished by the annuals;"” and even the annual statements, which are
the basis of the accounts laid before Parliament, aro corrected by tho “ general
books,” which are the final account, and are in most parts of India four or five
years in arrear. The root of the evil is the extraordinary variety of irrele-
vant matter with which the public accounts are overloaded, conneoted with -
private remittances and other practices inberited from the paternal rulo o'f ?he
Tast India Company. If wohad thesamomeans as in England of a.soarta.lmn.g-
our position, we could work with a much narrower margin. meg.to this
state of things, I thiuk that the cstimated half a million must bo fortified by

mention.

the additional expurt duties.
I ocknowlodge with gratitude the favourable general view which
hos been espressed by the President of the Chamber of Commeroe.
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Coming from & gentleman in his position, this is of public importance

as well as of private interest to me. He admits that, as regards jute and rice
and hides, I am in the right, and that they will bear & moderate export duty.
But he entertains doubts as to the expediency of taxing wool, tea, and coffee.
The condition of a large continual annual increasc is applicable to all these
articles. Beginning from 1860-61, the annual increase of the exports of jute
has been £409,000, 571,000, 811,000, 1,698,000 ; of wool, £473,000, 862,000,
1,477,000, 1,611,000 ; of tea, £101,000, 131,000, 180,000, 222,000 ; and of
coffes, £249,000, 403,000, 426,000, 519,000. In the dearth of cotton, the Euro-
pean demand for jute cannot easily be supplied. Owing to the improv-
ing circumstances of the European populations, there is an unlimited demand
for tea and for coffee, which holds the same place on the Continent as tea does
in England. There is a great gulf opened in Europe for the absorption of any
amount of Indian produce, and the demand is constantly increasing. My belief
is that the three per cent. duty will make no perceptible difference. I was
at Madras when the three per cent. duty on coffee was removed. The planters
expressed their surprise at the unexpected boon, and said that they would gladly
continue to pay the duty if they could have roads made to the coast, for the
conveyance of their coffee to Calicut cost them more than the whole freight to
England. An export duty on coffee of one shilling per cwt., or from two to two
and a half per cent., is levied in Ceylon, which is applied to the construction of
roads. [The Hon'ble the Lieutenant Governor of Bengal, ¢ hear, hear,”] Mr.
Bullen gives as a reason for not imposing & duty upon tea and coffee that they
are the result of European industry. I cannot too strongly express my sense of
the importance of the settlement of Europeans in this country. It gives in-
creased strength and stability to the Government; promotes civilisation ;
introduces a higher morality ; and in course of time will lead to a purer
religion. But there is one way in which European colonization ought not
to be encouraged, which is by acting partially and unjustly in favour of
the colonists. This would not be good even for the Europeans themselves.

The proportion of the new duties which will be paid by Europeans is very
small. Jute, which is entirely a Native industry, was exported in 1863-64 to
the amount of Ibs. 1,600,000, and this year it is much larger. My total esti-
mate of £380,000 from the new export duties is very low. Wool was exported
to the value of £1,612,000, and rice to the value of £3,937,009, while tea and
coffee together are only £741,000. With what justice could we impose three per
cent. upon jute and an additional anna on rice while we exempt tea and coffee?
As jute and rico have increased in value, so have tea and coffec. 'With some discre-
pa'.ncies (for all plantations cannot be equally profitable), the success of tea and
coffee-planting has been very remarkable. With what face, in the presence of God
and man, could we exempt tea and coffec from what we are imposing on much
larger and less profitable Native industries ? The Hon’ble Mr. Bullen says
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that the tea and coffee planting ought to be nursed. But it has got quite
beyond that stage. Iam the only swrviving member in India of the Tea
Committee appointed by a Governor General whom few here can remember.
It is interesting and encouraging to rce what a wide and strong grasp
tea-cultivation has got of tho great castorn frontier of Bengal. The
Committee, at our first mecting, prepared a circular which was sent
to all parts of India—not asking whether tea did or could grow—but
whetlier any plants could be found of cognate genus or specics which would
afford promise of success in growing tea. I shall never forget our astonishment
when we heard, in reply from the Commissioner in Assam, General Jenkins,
who is still alive, and from Mr. Bruce, who is also alive, that not only did cognate
plants grow, but that the tea-tree itsclf existed, that there were whole forests of
it, and almost timber-trees. Dr. Wallich and tho scientific members of the Com-
mittee were beside themselves: and a deputation of them was sent to Assam to
verify the astounding fact, and Mr. Gordon was sent to China to procure skilled
labourers. The consequence of this was the Government Gardens, which
formed the nucleus of the Assam Company’s flourishing establishment. Zkat
was the infant stage ; and now the industry is in so flourishing a state that largo
profits are made by the sale of the seeds alone.  As to coffee plantations, I have
seen those in the South of India; and a more hopeful illustration of British
commercial enterprise is nowhere to be found. The planters would, I am per-
suaded, repudiate being nursed, and still more, being placed in a position of
unjust, unequal privilege with reference to their Native fellow-subjeots.

In saying that sugar has been free from Export Duty for a long series of
years, the President of the Chamber of Commerce no doubt alludes to tho Freo
Labour Sugar Committee of 1840. Indian sugar ezported lo the United King-
dom and the British possessions in British boltoms was then exempted from
duty. But the exportation to all foreign countries was only declared free in 1859.

Then, although hides, sugar, and silk have not increased like ten and
coffee, they have, novertheless, made considerable progress. In 1859-60 sugar
was oxported to the value of £961,424, in 1860-61 to the value of £997,904,
in 1861-62 to the value of £1,233,676. In 1862-63 there was a temporary
drop to £987,621, which was more than recovered in 1863-84, when it rose to
£1,442,219. The great exportation, however, is to Bombay, which is becom-
ing like England. The local agricultural resources no longer suffice, and the
imports of sugar and rice from Bengal and Burmah are very large. Those
are all frec under Lord Auckland's admirable measure for the enfranchise-
ment  of the coasting or interportal trade, which has been lately cxtended
to ll tho Native States in the Madras and Bombay Presidencics. Bombay will
indirectly profit by this slight duty upon the foreign tmd.e, which \.n'll act 28 o
bounty upon the free trade to Bombay. Idonot sce why increased importations
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of food' for man and horse at Bombay should be cited as a sign of distress. It
is merely a consequence of the country increasing in wealth.

Silk has gone up in the same way from £799,251 in 1859-60 to £1,080,471
in 1863-64. 3 ,

' Wool is entirely a Bombay export. It comes from the DPunjab,
Scinde, and Afghanistan. In the present dearth of cotton, Leeds and Bradford
will take at high prices any quantity that can be sent. This three per cent. duty
will do the native merchants no harm, for such is the progressive increase of
price from the growing demand, that they are never likely to perceive the influ-
ence of the duty. I have always been interested in the Afghans, and been anxious
for their civilisation ; but this ought not to be promoted at the expense of our
own subjects. The Afghan traders benefit by our roads, police, judicial estab-
lishments, &c., and why should they not pay their share ?

The Hon’ble Mr. Bullen remarks that the sum which can be obtained
from tea and coffee will be small ; but finance is an aggregate of smaller particles :
crores are made of lakhs, lakhs of thousands, thousands of tens, and tens of units.
Tt has been painful to me to observe, that people in some parts of India talk
almost entirely in lakhs, though sometimes they condescend to a lakh and a half.
If you venture to suggest an economical reform, you are constantly met by the
reply, ¢ what signifiesa lakh more or less ’—1It is precisely the same in respect
to revenue, which is made up of a multitude of small receipts. It is only when
all pay their share, small or great, that we shall have a prosperous revenue.

Mr. Bullen said that the Government had unsettled the Saltpetre trade by
reducing the duty before the Budget. 1f the matter Lhad not been so pressing,
the alteration would have been deferred until the Budget was introduced. One
of the incidental advantages of the Budget system is, that it settles the mer-
cantile world for a year. For all that time merchants carry on their affairs
with perfect confidence that they will not be broken in upon by any sudden
change, and then they are all on the gui vive to know what the Budget will
bring forth. An exception was made in this instance because the high duty was
starving our famous old Saltpetro staple, and as it was known that the Secre-
tary of State had called the attention of the Government of India to the sub-
ject, the exportations were suspended. Under these circumstances, the Govern-
ment determined to depart from their usual practice. DBut I hope they will
never do so again, cxcept under equally urgent circumstances.

The Hon’ble the MATARAIA OF VIZIANAGRAM snid that, having learnt
from the Budget that throughout the Madras Presidency the duty on Salt was
one rupee and fourteen annas per maund, while it was thrce rupces nnd four
annas throughout the Presidency of Bengal, he saw no rcason why the duties
should not be equalized by the Madras duty being raised to the level of that
of Bengal. '
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His Honour the LIEUTENANT-GOVERNOR said that ‘nothing could be furthe:
from his intention than to embarrass Sir Charles Trevelyan or the Government, or to
object to increased taxation if it were necessary. He quite agreed that it was desir-
able to have a small addition to the surplus anticipated from existing sources of
revenue, and he certainly would not have suggested that the additional export
duties should not be imposed, if he had not been prepared to show that
they really were not required, and that the sum which they were intended
to produce would flow from another source. He would not discuss the grounds
upon which these export duties were defended, and was quite willing to admit,
for the sake of argument, that they were in themselves unobjectionable. The
simple issue he wished to submit to the Council was whether the average price
of Opium at the sales of 1865-66 would not in all probability be so high that the
amount required to make up the estimated surplus, or even more, would be realized
without having recourse to new taxes. If this question were, as he thought it
must be, answered in the affirmative, it would obviously be unnecessary, and
therefore impolitic, to impose additional export duties. He had lately had occasion
to give much attention to the subject of the Opium Revenue, and he could state
that the price varied inversely, with almost mathematical certainty, as the produce
of the season immediately preceding. If that produce were more than usual, the
price was less than wusual, and wice versd. While a crop of 50,000 chests
brought only Rs. 1,000 per chest, a crop of 45,000 chests would bring in about
Rs. 1,200. He felt confident that, considering what the crop of the present
season was likely to be, the price at the sales of 1865-66 would certainly be at
least Rs. 900, and if 8o, a larger additional sum would be raised, without weigh-
ing upon the mercantile classes or interfering with growing industries, than would
accrue fromthe taxes proposed by Sir Charles Trevelyan. He would propose
as an amendment “that so much of the Bill as provided for the imposition of

export duties should be omitted.”

His Excellency THE PRESIDENT said that, before the amendment of tho
Hon’ble the Lieutenant-Governor was put to the Council, he should like to say
that, it having been considered expedient, for various reasons, to give up the
Income Tex, he thought the Government had exercised a wise discretion in pro-
posing to supplement its ways and means by a moderate amount of export
duty. He quite entered into the feclings of tho Hon’ble Mr. Bullen in depre-
cating this taxation, and every other taxation, as a great evil. At the same time
it struck him (His Excellency) that, after taking into consideration all we hoped
to gain in the way of income, and all we hoped to save in the way of expenditurg ,
there would still be required such a margin as the Financial Member had

‘stated.
His Exccllency felt the whole force of Mr. Bullen's objoction as to taxing
such articles as raw hides, sugar, &c. But he thought that jute, tea, coflco,
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"and even wool, could well bear this duty. Perhaps woel could least bear a
duty, but be believed that during the last ten or twelve years, wool had risen
in Upper India to double—he might say more than double—its old price, and
moreover, nearly the whole of that increase had gone to the producer. Such

‘being the case, he thought there was no fear that wool could not fairly bear the
extra tax.

As regarded the other articles, h'e concurred with much that Mr. Bullen had
said. But at the same time he (the President) did not think that we could
hit on any articles more eligible for taxation than those selected by Sir Charles
Trevelyan. The Lieutenant-Governor of Bengal assumed that we should get at
least Rupees fifty per chest of Opium more than was cstimated. e (the President)
should be very glad if this were so, but even should it be that we had more, we
had ample means of spending it. The demands on Government were daily—
almost hourly—increasing ; and it was with very great difficulty that we were
able to meet our steadily increasing expenditure. Evory class of the community
was in favour of expenditure ; and he might also say that almost every class was
opposed to taxation. If, by chance, we should have & very considerable margin
in the shape of Opium, a large portion of that would be absorbed in inevitable
extra expenditure. 1f not, he thought that they could not do better than
allow the extra duty to be treated as a set-off against the additional expenditure
on account of Barrack accommodation, &c.

The Hon'ble Mr. Cowie had said that it was unfair to tax the present
generation, and that it was wise and right to impose considerable burthens
on posterity; but, with all deference to that gentleman, he (the President )
begged to differ. His opinion was that the only true economy was to live
within one’s income. 'When a Government, like a man, once became a pro-
digal, not only did its sense of economy become relaxed, but habits of extra-
vagance became its second nature, accompanied, as was always the case, hy feel-
ings of anxiety and constraint. Now, if there was any country in the world
in which the Government should be light and free, and be like a strong man,
unshackled and ready for the race set before if, it was here in India. Here we
were a few governing many : we did not know what a day or an hour
might bring forth. Without any fault of ours, we were unable to foresee what
might next happen. Surely in such a case it was of the utmost import-
ance that we should not incur debt, so that when the time came we should
have greater easo in borrowing money, and less discomfort in bearing the
amount of an additional debt. But, even admitting that there was force
in the argument that we should make future generations bear the burthen
of some portion of the expenditure necessary on Military works, ought we not to
remember to what extent we had already involved our successors by what
had happened during the last seven or eight years ? The Indian debt was little
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more than sixty millions when the mutiny broke out; now it was little
short of .ninety millions. Here we had added upwards of thirty millions to
our burden. Surcly that was ecnough for futwe gencrations. Then it
must be borne in mind that, in incurring this expenditure for Military wo}ks, you
could not recoupe yourself ; nay, it involved a constant future expenditureof atleast
eight per cent. on the Capital sunk to provide for wear and tear. Iaving very
little money to spend in that way, we must arrange for an annual expenditure
of £ 100,000 for the maintenance and repair of the works in question. This
alone would add largely to the annual burdens. When the Government of
India decided that the Secretary of State should be asked to borrow a large
sum for these works, it was then understood that our deficit would be very
much larger than it has now proved. It was admitted that it was absolutely
cssential to have those Military works, while ‘it was equally certain we had
not the means to pay for them. We then made up our mind to incur a debt.
But in doing so we made & proviso that we would only borrow a certain
portion of the sum required, and meet the balance out of Revenue. Now»
as he had said before, he did not think that we could do better than give
any surplus which might arise from Opium to diminish the sum borrowed for

for the Military works.

There was one alternative which the Lieutenant-Governor of Bengal had
suggested in place of the export duties, but which he (the President) must say
was abhorrent to his feelings—namely, to increase the duty on 8alt. While he
(the President) admitted that a moderate Salt tax was desirable, when it be-
came heavy it was always found to press with undue weight on the poorer classes.
He then admitted there had been a great improvement in the people of India,
and that the agriculturists were now in comparatively affluent circumstances.
But two things must not be forgotten. First, that they were not so exceedingly
well off as that, relatively to the other classes, they were able to bear any fur-
ther additional taxation. The class that corresponded with the English yeo-
manry in former days lived no better than coolies, from hand to mouth, and on an
amount of subsistence barely enough to support life. Then, throughout India there
was an enormous class below tho peasant proprietors, who had only partially bene-
fitted by the improved wages of labour which had been more than set-off hy the
high prices of articles. He thought, himsolf, that a thorough enquiry would
show that, while wages had generally increased, the large increase was confined
to places near towns, along Railways, or where these and other great public works
were going on, and within fifty or a hundred miles of thoso works. Only the
other day a gentleman who lived in Behar, one of tho most intelligent and able
of the non-officials in India, had told him (the President) that the wages
of labour there could not be more than two Rupecs cight annas, or five shillings a
month. In the North-West Provinces he (the President) had made enquiries in
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- April last, and he found that at a distance from the Trunk Road the wages had not
risen much higher. 8o at Mussoorie and Simla. And he believed that wherever
wages had risen considerably for a time, when the works had been completed in
that particular locality, there had been a tendency for wages to come down again

, to something like the old rates. The result of his enquiries had been a con.
viction that it would be a great evil to raise the Salt tax. It was not many
years ago that the Salt tax was two Rupees four annas in Bengal; it is now
three Rupees eight annas. Tormerly, it was as low as eight annas in Madras
and Bombay ; now it has been raiscd to one Rupee eight annas. His Hon’ble
friend Mr. Anderson would bear him out as to the impolicy of raising the duty
in the Bombay Presidency.

The Hon'ble Mr. ANDERsoN said there had been a riot in Bombay in
consequence of the attempt to raise the Salt tax.

His Excellency the PresipENT continued.—Take the North-West Pro-
vinces; not many years ago the duty onthe excise on Balt from Rajputana
was two Rupees a maund, it was now three Rupees a maund. In those daysthe
extent of smuggling in that line was enormous, and affrays between the
smugglers and the Revenue Officers were of constant occurrence. He
spoke of these things from his own knowledge, having been a Magistrate
there at that time; and it was with great difficulty that smuggling could be put
down. And we all knew that the higher you raised the duty, the greater the
inducement to smuggle.

In the Punjab, where the Salt duty was one Rupee eight annas a maund at the
date of the annexation, we made it two Rupees ; now we had raised it to three
Rupces. The Salt tax in that Province produced a singular anomaly, which came
home to every inhabitant. There the 8alt was in mountain ranges, (it was,he might
remark in passing, the finest rock Salt in the world) fifty, sixty, or seventy miles
long. These were bisected by the Indus. On the Cis-Indus side the people paid a
tax of three Rupees on their Salt: on the Trans-Indus side one of only two or three
annas. We did not raise the latter tax simply because it was not worth while to
do so. If we had raised it, we should have had a convulsion among those wild
mountain tribes under our rule, the cost of putting down which would have
swallowed up the proceeds of the increased tax for years. Those tribes, too,
would have contrasted their condition of having Salt so dear that they could not
afford to give it to their cattle, with that of the neighbouring free tribes who
got their Balt almost free of duty.

If you raised the tax in Bengal, you rendered it oppressive, and, on the
whole, he (the President) would rather sce the Salt tax reduced than increased.
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The Hon’ble M. Cowir said that, with reference (o one remark which fell
from Iis Excellency, he would record his humble opinion, that a nation with an
income of forty-cight millions and a debt of ninety millions was very lmhﬂy
indebted. Ho congratulated the Government that it was so.

Tho Ifon’ble Mr. Buinrzn said that he should support tho amondment
of the Ilon’ble the Licutonant-Governor. e lad been willing to agree to
a duty on jute and ginin, on the supposition that some additional - rovenus
must be raised ; but from the explanation which the Lieutonant-Governorhad given
regarding Opinm, it scemed certain that the revenuo of the current ycar would boe
ample, without any addition to tho export dutics, and he should therefore oppose
them all. 'With regard to what had fallen from the Hon'ble Siv Charles Trevelyan
in answer to his (Mr. Bullen’s) remarks about the tea and coflee duties, it would
appear that tho Hon’ble gontleman had misunderstood him. 1Le had not
argued that these articles ought to be free of duty, hecause they were
produced by Europeans. Indeed it was woll known that tho cultivation of theso
articles was not confined to Europeans. Not long ago he had read a roport of
the progress of tea-cultivation in the Kangra District, wherein it was stated
that the cultivation by thce Natives was rapidly increasing, and as the Hon’blo
gentleman himself well knew, coffee was also largely cultlvatod by Natives in
Mysore and Coorg. He mentioned as only a collateral advantage which those
industries had, that they attracted into the interior English settlers and English
capital. His fundamental objection to dutics on these articles and on silk and wool
was, that they would fall on the producer, and as sucly, they wore opposed to sound
politieal economy. To tho argument that wool ought to pay an export duty,
because the producors of it, in conveying it to ow ports, had the advantages
of our roads and of the sccurity afforded by our police, he would reply that the
true policy was to encourage our exports, and to look to the dutics on imports for
contributions to these objects. The more profitable the oxport trade, the more
monecy would be expended on imnports and the greater the revenue which would

be derived from them.
The amendment being put to the Council was negatived.

The original Motion was then put and agreed to.
The Hon’ble 81z CHARLES TREVELYAN thon moved that the Bill be pas ed.

The Motion was put and agreed to.

The Council then adjourned.
WIITLEY STOKES,

Offy. Asst. Scey. to the Gool. of India,
Ilome Dept. (Legeslative).
CALCUTTA, }
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