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Abqtraqt'qf the Proceedings of the Council of the Governor General of India,
«assembled for the purpose of making Laws and Regulations under the
proquione of the Act of Parliament 24 & 25 Vie., cap. 67.

.Thq Council met at Government House on Friday, the 19th November 1869.

- PRESENT:

- His Excellency the Viceroy and Governor General of India, x. P, G.C. 8. 1.,
presiding.
His Honour the Lieutenant Governor of Bengal.
The Hon'ble G. Noble Taylor.
Major General the Hon’ble Sir H. M. Durand, ¢. B, K. C. 8. I.
The Hon'ble John Strachey.
The Hon’ble Sir Richard Temple, K. c. s. I.
The Hon’ble F. R. Cockerell.
The Hon’ble Gordon 8. Forbes.
The Hon’ble D. Cowie.
Colonel the Hon’ble R. Strachey.
The Hon'ble F. 8. Chapman.
The Hon'ble J. R. Bullen Smith.
His Highness Sarimade Réjihde Hinddstin R4j Réjendra Srf Mahdrdjs

Dhirdj Sivai R4m Singh Bahédur, of Jaypiir, 6. c. s. I.

» His Highness the Mahdrdjé of Jayptr made a solemn declaration of
allegiance to Her Majesty, and that he would faithfully fulfil the duties of

his office.
INDIAN INCOME TAX ACT.
The Hon’ble S1r R1ioHARD TEMPLE introduced the Bill to enhance the duties
leviable under the Indian Income Tax Act, and moved that it be referred to g
Select Committee with instructions to report in & week. e said—

“My Lord, I have now to introduce the Bill to onhance the dutics
leviable under the Indian Income Tax Act. In introducing this measure, I am
not about to make any regular Financial Statement: that I shall defer till
I briné forward the regular annual Budget in duo course. In the meantime
I propose to state, as succinctly as possible, the particular facts and figures which
necessitate the measure of which I am in charge. I may premise by calling to
the recollection of the Council that, during my absence in England, the
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finances have been administered by my Hon'ble colleague Mr. John Strachey.
The mention of his name, and the knowledge which the Council have of his high
capacity, will be the best possible warrant and guarantee to the Council that
the rccent financial administration has been marked by vigour and firmness,
and ‘that every effort has been made to avert the deficit, which cannot

. _ba altogether averted without the introduction of the ‘measure now

‘shortcoming of revenue, but chiefly by an excess of expenditure.

proposed, wherein I am fortunate in having his entire concurrence and support.

‘The facts on which this proposal .is based have been already stated in the
) pubhshed despatch and resolution of the Government of India, bearing date

the 20th September last. Tt will suffice that I now recapitulate briefly the
facts and figures there brought out.

«“Jt will be in the recollection of the Council that, when I made the
Financial Statement in March last, the deficit of 1868-69 was estimated at
£970,471, or, say, in round numbers one million; but the actual statement
has shown that the deficit was £2,273,862, or, say, in round numbers 2} millions:
thus the actuals exceeded the regular estimate by £1,302,891, or, say, in round
numbers 1} million. Now, how did this excess deficit arise ?  Partly from a

. The revenue,
according to the regular estimate, was to be £49,288,700, or in round numbers

.49} millions, but the actual revenue has turned out to be £49,070,242, or,

-

say, 49 millions, the deficiency thus being £218,458 : and so far the actual has
heen tolerably close to the regular estimate in respect of revenue, the difference
less being only } of a million. But the ordinary expenditure came to
£50,259,171 in the regular estimate, or in round numbers 50} millions;
whereas the actual expenditure came to £51,343,604, or in round numbers 513
millions. Thus the excess of the actual over the regularly estimated expen-
diture amounted to £1,084,433, or, say, one million. This difference of ex-
penditure of one million arose on several items: the principal of these was the
Public Works, the ordinary expenditure on account of which showed an excess
of £492,004; of the remainder, £186,346 arose from the Army, and £335,235 in
the items of interest, marine, and miscellaneous expenditure. These make up
the excess expenditure of one million. Thus, taking the diminution of revenue
and the excess of expenditure together, we commenced the current year worse
by £1,302,801, or in round numbers with 1} millions less than we expected.

“For the current year it will- be in the recollection of the Council
that my budget of March last showed an estimated revenue of £19,340,840,
or in round numbers 49§ millions, and the ordinary expenditure £49,258,190,
or close upon the 49} millions. This result shows an equilibrium, or the
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small surplus of £52,650. Now this equilibrium, as the Council are so
well aware, has become disturbed. There have been several circumstances
militating against the estimate, amongst the first of which must be men-
tioned the item of Bengal opium. The price of Bengal opium, which was
taken in the budget at Rs. 1,330 per chest, and was taken in the Revised
Estimate at Rs. 1,141, has now fallen to about Rs. 1,100 a chest. Again,
the?xportatxon of Malwa opium from Bombay has been less than was ex-
p'eﬁigpd,ig'.pg;;esgvthan it has been in recent years. Thus, although we sball
sell 2,000 chests more of Bengal opium than was estimated for in the Fi-
nancinl Statement, still, taking the fall of prices at Calcutta, and the diminished
exportation from Bombay, we fear that the opium-revenue will be £500,000,
or 4 million, less than was expected. Again, the yield of the Income Tax will
be less than what was expeoted by £220,000, or in round numbers } million.
The Customs will be less than the estimate by £408,500, or 4 million. In Septem-
ber last the Government of India had but too good reason to apprehend that
there would be a loss in the land-revenue of £183,100. Since then there have
been timely and abundant rains; in many parts there is as fair a harvest
as ever waved over the plains, and we hope that this loss of land-revenue may
yet be averted. However, these various shortcomings of revenue below the
estimate make up, with one or two items regarding which I nced not trouble
the Council, a loss of £1,209,440, or in round numbers 1} millions, bringing
down the revenue to £18,041,400, or, say, 48 millions.

“ On the other hand, while the revenue is thus falling below the anticipa-
tion, the estimated charges have risen from £49,288,190 to £49,768,802, making
an excess of £480,612, or nearly } million. This 4 million arises mainly under
these items—interest payments in India, additional expenditure on Bengal
opium, and expenditurc in England. Altogether, what with the decrease of
revenue and the increase of charge, there is an apparent deficit of £1,727,402,
or in round numbers 1§ millions. Now, as I said before, these figures are
taken from the published despatch of 20th September last, which might be
considered to be virtually tantamount to what is technically termed a ¢ Re-
vised Estimate.’ Such estimate, according to the established practice, is
always prepared within six months after the Budget Estimate. The only
difference this year has been in respect of time. It has been in the power of
the Government, owing to various improvements in the Account Department,
to bring out a tolerably good ¢ Revised Estimate’ at an carlier period this yoar
than heretofore. Since the proparation of this estimate, the period which hag
elapsed has perhaps made some slight changes; still, on the whole, having
gone through all the figurcs, and having had the advantage of considering
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thoe state of affairs at the two great financial centres, Calcutta and Bombay,
I cannot hold out any hope whatever of the result being better. We shall be
fortunate if it does not turn out worse. If in one or two respects our prospects
have brightened, in one respect they have become darker. That being the case,

we have to face the apparent deficit of 13 millions, and it has to be averted,
if possible, by some means.

- ¢« Now, how has the Government of India proposed to meet the difficulty ?
In the first place the Council are aware, from the Resolution and documents
under the signature of my Hon’ble friend opposite (Colonel Strachey), that
about £792,500, or nearly £800,000, have been cut off from the expenditure on
Public Works ordinary. Thus the grant proposed in my budget for Public
‘Works ordinary has been reduced from £5,851,050, or in round numbers 5%
millions, to £65,058,650, or in round numbers 5 millions, Whether or not
the whole of that amount will really be saved, is more than perhaps the Gov-
ernment of India can at this moment affirm. I can only rely on the co-
operation of our colleague (Colonel Strachey) to ensure that result; if
vigour and strictness can secure it, it will be secured no doubt. Then,
there have been some reductions suggested or ordered in the Police Depart-
ment, and in respect of Civil allowances.- Though important reductions in
some Police appointments may be ultimately practicable, still just consi-
deration must be shown to the officers affected by such changes. Again, the
Council are aware that important reductions of Army expenditure have
been proposed to Her Majesty’s Government: what the result may be we
can hardly say; but one thing is financially certain, that these reduc-
tions, even if carried out to the fullest extent, can give no saving in ¢his
current yesr. Even if some of them were to be carried out instantly, the
result would actually be the immediate temporary increase of charge from the
grant of gratuities to discharged men and the like.

8o much then for those savings which could be made to any material extent.
On the other hand, as regards the enhancement of resources, the Bill for
raising salt-duties in the Madras and Bombay Presidencies has been published :
it is now to be proceeded with further under the auspices of my Hon'ble friend
Mr. John Btrachey. The estimated yield of that enhancement during the re-
maining half of the current year, if calculated strictly, would be £200,000; but
there is always a difficulty in calculating the exact yield of a duty enhanced
in the middle of a year, and we should hesitate to take that amount as the yield

of the proposed enhancement on salt in Madras and Bombay. Perhaps £180,000
or £100,000 is the most that can be reckoned on.
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“Thus it will be seen that taking the Public Works reduction and the en- -
hancement of salt-duties together, the total would amount to less than one
million, leaving more than £700,000, or £ of & million of deficit to be made up.

| “Now, how is thia to be done ? 'We say that it must be done, partly at least,
by enhancing the duties of the Income Tax : therefore it is that we propose to
raise the rate from one per cent. to two per cent. for the last six months of the
year; or, in other words, doubling it for the latter half of the year. Then,
what will be the result? As already seen, the revised estimate of Income Tax
for the current year at one per cent. for the whole period amounts to £680,000 :
supposing that figure were borne out by the actual result—and we adopt it because
it is much less than what was expected from the data of former years—the addi-
tional yield of the extra one per cent. should be £340,000; but, notwithstanding
that so much allowance has been made, I would prefer to take the amount at
£300,000; and this added to the million, or less, already shown, would only
make up something under £1,300,000. That would still leave more than
£400,000 of the deficit to be made up. I need not say that every effort that
can be made during the few months that remain to destroy that remaining
deficit,—to run it hard, to break its back, so to speak,—will certainly be made ;
but at this moment it is impossible to give any positive assurance, except
that we will press reduction to the utmost limit possible.

“The above comprises the main i)oints of the case which I have to state.
I believe the Council will accept the facts as affording a complete justification of
the measure which is before us. The details of the measure are to be found in
the Bill before the Council, and also in the Statement of Objects and Reasons
put forth in September last by my friend Mr. Strachey. I do not know that I
need take up the timo of the Council further on this point.

«So much then for the Bill now to be introduced and referred to a Select

Committee.

« But I hope that the Council will bear with me for a few minutes
while I briefly examine the main differences between the budget and the
revised estimates. I consider such explanation to be due to the Council when
I ask them to vote for a law to impose additional taxation in the middle of the

year.

“In the first place it may be observed that for the year 1867-68 we recvived
a revenue of £48,429,044, or, say, in round numbers 48} millions. For the
year 1868-69 we received £40,070,242, or, say, 49 millions. Then I budgeted

for a revenue in 1869-70 of £49,340,840, or in round numbers 49} millions.
b
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This is only one-third of a million in excess of what we had actually received in
the previous year, and that one-third million arose from additional taxation.  So
that without additional taxation there was no increase budgeted for. We merely
estimated to receive what we had received from the year just expired.. Naw,
. considering that the normal condition of the revenue of India has been that of
increase ; that within the last ten years we had increased our revenue by ten
‘millions, it appears to me, on a gencral retrospect, that 49} millions represented
a fa;u-ly moderate estimate. If the main items of the budget revenue be com-
pared with those of previous years, it will be found that in no large item did we
estimate any particular increase, save in that of Land-revenue, and even there
{he incrense was not considerable. ‘But, then, for Land we followed the estimates
framed by the Local Governments, who were necessarily the best judges for that
particular branch of revenue. The aggregate of the local estimates for Land
came to £20,495,000 ; the budget was £20,595,500. But the budget included
£40,000 for waste lands’ receipts, and other items not included in the local
estimates. On the whole, then, the local estimates, and the estimate of the
Government of India, amounted almost to exactly the same figure.

"% With respect to Opium, which, as the Council has seen, comprises one
of our principal losses, we expect to get only £7,786,200, or in round numbers
7} millions, instead of £8,286,540, or 8} millions, which we‘expected to receive in
the current year. Now, in the year just passed, we actually received £8,453,365,
or in round numbers 84 millions. In the year before last we got £8,923,568,
or, say, nearly 9 millions. That is to -say, the year before last we got
9 millions, last year 84 millions, and we hoped to get 84 millions this year. But
we are now to come down to 7% millions.: Thus, primd Jacie, the estimate
of 8} millions was taken low. Of course ome reason for our taking the
estimate lower than the amount that had actually been obtained in the
two previous years was, that we expected less on Bengal opium, owing
to the supply having been for some time diminished by the drought in
the poppy-growing districts. We also estimated the price per chest at a
rate lower than the rates which had been governing the market for some
time past. The price budgeted for was Rs. 1,330 per chest, instead of
~ Rs. 1,380, realized on the average of the year just concluded. Prices had
continued high the whole year, sometimes overtopping Rs. 1,400 per chest ; they
had been particularly high in months immediately preceding the budget.
There was indeed a slight fluctuation at the moment of the Financial State-
ment being made, but even then there was no material reduction whatever.
On the contrary there was an indication of even l{igher prices. For if the
price of Bengal opium was to be regulated by the ordinary law of supply and
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demand in' the. China market, it would manifestly rise before an expected
deficient supply. Such was the opinion even of some well-informed authori-
ties. .. We.:doubted, however, whether the price had of late followed the
ordinary.law. We rather feared that it had assumed a speculative character,
and we thought that it would be safer to take, not the high prices ruling
during;ithe current year, but the average of three years, which gave a lesser
rate.r.. Then, if any accident should happen in the midst of such uncertainties,
it ‘could: not be laid to want of prudence or caution on the part of the Govern-
ment of -India in estimating the price. But while we providently estimated
some fall in the prices, the actual fall has_unfortunately been greater than
even our anticipation. Of course, with regard to the future in any branch
of revenue like this, it must be mainly a matter of opinion. As regards
opinion, the Council may remember that, when I brought forward my Financial
Statement, there was an eminent member of the mercantile community
then sitting with us. I allude to Mr. Bullen; and he, with his knowledge of
the subject, expressed in the debate on the budget the following opinion. He
said—the Council would find it in the printed records—as follows : —

¢ He thought it possible that receipts from opium were a little under-estimated, because,
although the provision for the year would be small, owing to short yield on account of badness
of season, yet it was probable that prices would rise in proportion to reduced quantity, and the
result would be that opium would show some increase on the amount estimated.’

“Well, so much for opinion. That opinion has been indeed controverted
by the actual result. But in a matter of so much uncertainty as opium, a fall
in prices is mo matter of surprise, and conveys no imputation on the care-
fulness or forecast of the Government of India.

“ The next item is that of Customs. Now, we took £2,778,500 against the
amount of £2,692,755 of the year just over. The figures were almost the
same. The Customs-revenue had been for the last three ycars steadily
increasing. The trade statistics, which as the Counoil know are now pre-
pared in the most elaborate fashion, showed the same result; indeed the
increase of our foreign trade is so notorious that I will not dilate on it.
In framing the budget we looked to the statement of monthly actual receipts
during the current year then drawing to its close, and these monthly state-
ments showed a steady increase up to the very eve of the budget, both over
the actuals of the preceding year and over the budget-estimate of that year.

The trade statistics, which were then prepared to within three months, gave a

similar indication. The trade of last year was so far good, that it rose from 100
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mﬂhpns total value to 106 millions. Therefore, at the time we framed our
budget, there was not any single actual fact which would justify us in suppos-
ing that there was likely to be any decrease. I speak of the actual facts then
kuown, and of the statements then available. It is true that we did consider
that the dlstress, drought, and famine in Northern India must affect the
purchasing power of some classes of our population; but the population
nﬂ’ected would consist of the poorer classes, and those were not generally
the classes wlnch consumed dutiable articles. However, that was considered,
“and 1t was | the main reason why we estimated for no material increase in
the Oustoms-revenue, although there bad been an increase for.the last
three years. We were aware, a.l?o, of the revision of the tariff valuatxons,
but the probability of such revision affecting the yield of the’ duties was
extremely small. Somec well-informed parties considered that this just
revision of the tariff would rather lead to an expansion of trade. That point
has been very well brought out in the published despatch of the Govern-
“ment of India of the 20th of September. But for the future there was scope
for opinion as apart from the facts; and I shall quote the words of our late
“colleague Mr. Bullen, who, besides being an eminent merchant,. :was also a
‘member of the Tarif Committee which had Just sat, and was’ therefore

peouha.rly experienced in respect to the Customs-duties, Refemng to the
records of the Council, I find that Mr. Bullen said :— .

¢ If they looked to Customs, there also might be some increase by natural growth of
trade ; but against that must be set that the fixed valuations on which the duties were levied
were to be reduced. There could not, therefore, be a great increase in the Customs.’

« Of course, in my humble opxmon, that was a just and moderate manner

of regarding the prospects of our Customs. Tt is quite evident that, at that
time, so good an authority as Mr. Bullen considered that there would be a natural
growth of trade. He further considered that there should not be ‘any great
increase m the estimates on account of Customs, and there was no great
increase; in fact there was no appreciable increase. - Unfortunately, from causes
which it is difficult to fully explain at this moment there has not been the
growth of trade to which Mr, Bullen alluded ; there has been to some extent
- a depression. The consequence of that is that we fear that the Customs-revenue
- will fall during the current year to £2,363,000, being less not only than the
amount of the last year, £2,602,755, but also less than the revenue of -the year
before, £2, 578 632. That this decrease in the Revnsed Estxmate framed in Sep-
tember last is but too likely to be justified, T must admit, especmlly after consi-
dormg the unfavoumble manner . in which the trade season has opened in
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" Caloitta and Bombay in'November, .which is usually the commencement of
“the brisk season’” “So'much then for that particular figure. As. reo‘nrda the
fra.ming of the Customs-esumate I do not mean to say that we cannot introduce
' mprovements in'that respect. - We will’ again examine the method of ‘estimat-
mg n 4 all Vits® detmls and whatever can be done from English experience or
'llé’cﬁﬂﬁlbiwlédge ‘Ahall be done. But I beg to assure the Council that we- have
i Gerbain. niethod of framing these estimates. It may not be the best method.

‘ Abehey.e iti 13 not qulte the best method that may be adopted. At all events it
‘isa method ‘Pirst of all, the estimate is framed regularly by the Customs Depart-
"ment,—by the Collectors and Commissioners of Customs. In that Department,
they possess the most complete information regarding every single item. They
know the quantity of goods in bond: they also know, orshould know,
if they choose to enquire,—and I have no doubt they do enquire,—as to what
quantity of goods are expected, or are afloat. They have of course the
most complete information of the collections up to the last hour; and with
all this knowledge they form their estimate. That estimate is submitted
(in Bengal) to the Board of Revenue. The Board will possess almost as
much information as the Customs Depnrtment itself, and they again go over
the whole estimate, checking off article by article, item by item. Those esti-
mates are submitted to the Local Government, which also possesses general
information, and then the estimate comes up to the Government of India
in the Financial Department, where it is further checked by the statements
of actual collections of the last one or two months subsequent to the pre-

paration of the figures by the Customs Department.

“The next item I shall refer to is that of the Income Tax. As the
Council know, I estimated that it should yield £800,000 : the revised estimate
unow shows that it may hardly yield more than £680,000. How was that
£900, 000 arrived at? It was arrived at in this way. First, the estimated
yleld of the late Certificate Tax under all the schedules to the Certificate Act
was taken. It was considered that on trades and professions the late Certificate
Tax was virtually a one per cent. Income Tax. To that we added the probable
amount of a similar duty on lands and houses. We assumed very little for tho
duty on the public securities, because, as the Council know, the Act avowedly
made incomplete provision in that respect. Then we took into consideration all the
figures and statistics of the Income Tax some years ago brought in by my pre-
decessor, Mr. Wilson. The mass of tabulated, classified statistics of the o}d
Inoome Tax that have been prepared at various times, and the subsequent
Licence Tax, is really very considerable. Now these data were carefully com-

pared with the calculation of my budget ; but it will be immediately apparent
c
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that 'the precise figures of the old Income Tax cannot be taken as the basis
strictly of a new calculation. For, in the first place, the figures were ten years
old; in the sccond place, the value of land and houses had risen greatly within
the last decade of years; in the third place, there was a riew procedure whereby
all lands, except those permanently settled, were to be valued in a manner that
will treble the assessmont as compared with that which would have been made
under. the old tax : so that we were bound to make o considerable enliancoment
in the new estimate over the figures under the old tax. But in the new esti-
mate we maintained much the same proportion between the amount from trades
and professions, and the amount from lands and houses, as that which had existed
in the old tax; or if the proportion was not quito the same, still there was such
a resemblance as sufficed for purposes of an estimate. I may add that this esti-
mate was framed three times over, or even more. There was one calculation
in 1867, another in 1868, another in 1869. I do not know whether I nced say
anything further to justify the estimate, inasmuch as it rclates to o new tax,
for the yield of which we have not yet even one year’s actual data.

.. 8o much then for the three main items in which the Revised Estl-
mate shows a falling off from my budget On the other hand, I hope the
Council will not understand that any desponding view is taken as to the prin-
cipal branches of revenue raised in the interior of India. I do not in the
least wish to imply that there is any falling off in them. ,Even in the Revised

Estimate, the revenues from Land, Forests, Salt, Excise and Stamps stand as
high as, or higher than, ever. '

¢ Before quittiug this part of the subject, I must observe that the miscella-
neous revenue is taken as high in my budget as in the two previous years,
and, except in one or two particulars, that portion of .the budget-estimate
appears to be borne out. But I must remark that this is not a very safe or
satlsfa.ctory item, and i in future budget.s we must estimate it more inoderately,
for although we have of late been receiving these large amounts, yet this

heading includes most of those items which are popularly called ¢ wind-falls,’
upon which we ought not permanently to calculate.

w“ I must still trespass on the patlence of the Council in order to notxce a few
items on the expenditure side, in which discrepancies have arisen mthe Revised
Estimate as compared with the budget. The first item is that of interest.
The Revised Estimate shows an excess cbarge of £103.238, ‘and thls exoess
arises on two points, namely, the unclaimed dividends, and the interest arising

. on the new loan contracted this year for Public _Works‘E;traordinary," It
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was i the practioe in estimating the interest-charges to allow for a certain
average ‘amount -of dividends remaining unclaimed by parties entitled
toclaim’ them. It ‘was not very trustworthy; but still, on an average,
8 'certain number ‘of persons in the year did ‘leave their ' dividends un-
claimed, :and in this manner the estimate was framed. Last year it so happened
tligiﬁ;the;div_idends»tvere almost all claimed, and the consequence was that there
arose a discrepancy regarding that particular item. That being the case, we
have ‘considered it ‘better not to assume that dividends would remain un-
claimed, ‘and therefore it has been decided not to allow for them. . On
this  score some £30,000 must be added to the estimate. The rest of the
£100,000 relates to interest on the new loan for Public Works Extraordinary.
The Council will ask—Why was the interest on this loan not provided for?
The reason was this. When the budget was framed, we believed that the
amount in question would be raiscd in England :. we did not venture to hope at
that time that the Secretary of State would sanction any portion of it being
raised in India. If raised in England, we thought that the money not being re-
(juired till the commencement of the working season—November of this year—
would not be raised till within the latter half of the year. In this case, the
payment of interest on the loan would not fall within this current financial
year, and therefore no provision was made; that was the particular reason
which was yielded to at the time. Looking back now, I admit that we
should have considered that perhaps the Secretary of Btate might authorize
the loan being raised in India; or might raise it in England before the latter
half of the year. But there was no oversight and no actual error in this
matter. After the budget statement had been delivered, the loan arrangements
became modified. To our satisfaction, the Secrctary of State authorized our
raising the money in India. Then we decided to bring the loan out immedi-
ately; but the amounts were to bé received at the Treasury in instalments, so as
%o save interest. Afterwards, to accommodate the subscribers, we allowed them to
pay inat once all the amounts of the accepted tenders. Thea.;o circumstances,
not exactly known at the time of the budget, have caused the interest-charge to

rise higher than was anticipated.

« The next item is £69,700, which represents interest we shall have to
pay to the Presidency Banks on overdrawn accounts. As the Council know,
we considered at the time that the over-drawing of our accounts with the
Presidency Banks arose from advances we had to mnke.s for the Abys-
sinian’ Expedition. In that case we expected to recover the interest from Her

Majesty’s Government, 80 that the charge would not appear in the corrected
accounts of the year. But when we came to submit our claims, we found the
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data. became. extremely complicated : we had to make further references ; there °
‘arose dolay in bringing the point fully out. In the meantime the items. must

appear in the accounts of the year: had the circumstances happened a8 we

expected, they would not have appeared.

i _’f* *Tho next 1tcm of difference was £81,900 under the head of refunds and
, di':ﬁ"fbnzks that " is “to ‘say, on re-examining ‘the’ a.veraoe ‘of several years
W now expect to lmve to refund £81,000 more than was estlmated How was
't’huﬁ “6riginal estimate ‘made? It was made on a detailed calculation, provinee
for” province, of every amount of drawback and refund expected: to
be ‘made by each Local Government. Thus the amount contained in the
budget was the total of the amounts cstimated by the several Local Govern-
ments. But this was exclusive of refunds of Income Tax. When the budget
was framed, we intended that £900,000 for Income Tax should include the
refunds in that branch. It has since been decided that refunds of Income
Tax should appear on the expenditure side of the budﬂet in the same manner
as refunds of other revenues, and this has slightly swollen the amount of the
estlmate In thls pomt uvmn there was no overswht

6§ ’l‘he ncxt item is £1"0 000 addltxonul expendlture on opmm Thlq
represents an extra payment on an increased number of chests to be
brought  to sale by reason of the larger quantity of opium produced last
year; in other words, the effects of drought on the opium crop turned out not

to be so great as was feared. When more opium is brought in, increased pay-

ments have to be made. This is a fortunate circumstance, because this extra

charge on the expenditure side merely represents a more than proportional
increase of income on the Revenue side.

“The next item is that of £30,330 on account of the Straits’ Settlement.
There was an outstanding account, with this Settlement, which was once under
-our Government, but is so no longer; and this item will fall to be paid during
the current year. Unfortunately it was overlooked; and I must admit that
this particular item docs represent an error, though not a serious one, as it was
just the sort of item that might possibly escape attention.

) € Thele is an cxcess chmo'e of £76 500 in the Pohtncal Department repre-
senting the additional sllowance payable this year to the Amfr Sher ¢ Ali of
Cabul. This was not overlooked by the Comptroller General, who obtained
the information from tho proper quarter; but he nccxdentally omitted to

msert the amount in the estimate. This must of course be admitted to be
an eryor,
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e 14t item of dlﬂ‘erence s that of £115452 in the expenditure in
Englard, which'doed not réqirire notlce here. E 4

“ 8o much for the discrepancies between the - -budget-and the revised esti-
matenoyw, befora,the Council. But, further, in the regular estimate there are
fouritems;on ‘which I desire to offer explanation to the Council; that is, the
regulariestimate of last year. These points are the salt-supply of Bengal, the
land-revenueof. the North-West Provinces, the Malwa opium, the Public Works
expenditure..

“ As regards the salt-supply, it wasstated in that estimate in last spring,
and repeated recently, that when the budget of 1868-69 was prepared, as the
Council knows, under the auspices of my predecessor, the fact of the supplies
of salt in the Bengal stores being exhausted, or nearly exhausted, was over-
looked. Well, since my attention has been drawn to the expression, I find
that the fact was not exactly overlooked in that sense by my predecessor. The
fact was not really material to the estimate formed in that budget, because, as
the Council know, the supply of salt to Bengal arises, not so much from local
manufacture, but chiefly from importation from England : if there happened
to be a large quantity of local salt, then possibly the amount of foreign salt
imported ‘and dutiable would be less; if the local supplies were nearly
exhausted, the consumption of foreign salt would be greater. At all events,
between the two, the people will obtain the requisite supply. Certainly the
year’s supply would not be materially affected by the amount stored locally.
Therefore, whatever difference there is between that budget-estimate and the
actual facts, the cause must be sought elsewhere than in the supplies in the

local stores.

“ The next item is the land-revenue in the North-Western Provinces.
For these provinces the budget-estimate framed by my predecessor showed*
£4,200,000. The local authorities, sending up their revised estimates at the
very height and crisis of the drought and distress, brought it down to
£4,000,000, or £200,000 below the budget. When, a month or more after-
wards, these local estimates came to be finally revised in the Financial Depart.
ment, rain had fallen abundantly, raising the hopes of agriculturists, and puhlie
confidence generally, and we calculated that the loss would not occur to thae
full extent originally anticipated by the local authorities. They themselves
fully admitted the great improvement in the general prospects of those pro-
vinces; therefore, mstead of £200,000 decrease, we took £100,000, reducing

the figure in the rewular estimate to only £4,100,000. Afterwards it turned out
d
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that ‘the visitation' of drought or famine had been somewhat greater than was
anticipated, and the actual out-turn has proved to be only £3,997,000.

“ The next item is that of Malwa opium. It fell off in the actuals by
£400,000 below the regular estimate. This difference arose in the follow-
ing manner. The regular estimate showed 225 lédkhs, or 2} millions.
This was borne out by the actuals of the current year and of the year previous.
It -was accepted by the local Accountant General presumably in com-
munication ‘with the Local Government. It was true that the Commis-
sioner of Customs had taken as the regular estimate 213 ldkhs, or some-
thing less than what we proposed in the regular estimate. Now, as already stated,
the regular estimate of 225 likhs was taken in reference to the actuals of that
year, that is, with eight months’ actuals. Those eight months yielded 125
ldkhs, leaving about 100 ldkhs, or one million, to be made up in the last four
months, that is to say, about 25 14khs per mensem. That was perhaps a
sanguine estimate, still it was nothing extraordinary. These were the four
best ‘months of the year, and for many years, instances can be found. of
similar ‘amounts coming in during this brisk period.’ “So far then the Fegular
estimate; based on the actuals of preceding years, and the eight months’ actuals
of the then current year, was not at all extraordinary or extravagant. After-
wards the fact turned out that, of the remaining four months of the year, two
ri;fgiiltec_l" badly, and one only was really prosperous. *And it was possible to
coz:l:ect the regular estimate by later information relating to the ninth or even
the tenth month. But the regular estimate being professedly based on
eight months’ actuals, it was not in this case corrected. The adherence to rule
may 80 fmf be justified, though the result was unfortunate.

“ Btill the case does illustrate a defect of system as regards the framing of

the regular ‘estimate. Strictly, according to rule and the routine sanctioned by
*the Becretary of State, the regular estimate does not represent more than eight
months’ actuals and four months’ estimate. Accordingly, the estimate

should be submitted shortly after the expiry of the eight months; but in

‘practice it is often kept back for a while; and being naturally anxious
Yo put forward as correct an estimate as possible, we sometimes so far
take liberty as to correct .it for a ‘month or two later. But the' practice

has been uncertain in this respect. -On some items correction has been
supplied by our officers going beyond the understood rule; ’especially in

those cascs where local information is immediately available, such as Bengal

opium. In other items our officers do not apply correction, but leave the

regular ‘estimate as what it professes to be according to rule. I admit that
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this shows that the rule and practice of framing the regular estimate must be
immediately reconsidered. ‘The uncertainty in the above respect is apt at any.
moment to place the Financial Department in a false position. Had our officers
understood -that by rule every item must be "corrected by latest information up
to date, this: particular discrepancy would certainly have been.much reduceds
though ‘it might not have been altogether avoided.

LTS .{‘ﬂ:- oy ;\",w",,ﬂv X%} '. T d,“. . ¢

<t There remains now , only , the .large item of £492,000 excess expenditure
in  the , Public Works Department. As we fortunately have the presence
in Council of the Secretary to Government in that Department, he will, I trust,
give such information as his Department desires to offer. It undoubtedly'does
show some defect in the system of that Department, though I beg to say that
the blame will not rest solely with the Public Works Department, for there
must be some defect in the control of the Financial Department over Public
Works finances which allowed this discrepancy to occur. I can only say that,
with my Hon’ble friend’s co-operation, we shall in future adopt such stringent
measures that a recurrence of such a discrepancy will be impossible. I do not
say that it arose from actual error on the part of the Public Works authorities,
but from a particular defect of system which they share with the Financial

Department itself.

« Lastly, I would point out, as regards discrepancies between actuals and
cstimates, that inasmuch as the estimates relate to the future, which cannot
properly be foreseen, there must needs be such discrepancies; but they may
arise either from misfortune, which we can hardly control or foresce, or from
defects of system, or from actual errors. The Council will immediately see
the distinction between these three causes. It does not follow that every
discrepancy arises from error, or even from defeci-: of sy.stem. From the
brief analysis I have given of all the discrepancies wluf:h have becom.e
apparent, and in regard to which I have extenunted' noth.mg, the. Council
willbe able to form their own conclusions as to which discrepancies arose
from misfortune, which from defects of system, and which from error.
Two errors must undoubtedly be admitted, consisting of the item on account
of the Straits’ Settlement and that on account of .the Cabul 'nllowa.nce. They
amount together to about £100,000. The relative proportion of these two

y y i nn(l Size O the

errors can On] be understood b comparmg the. amount, 8 f

acgfe" &te %ﬁmm NOW y i.f we consider thﬂt the estlmﬂm on bOth 81(108 togethcr
(=) .

amounts to onme hundred millions, (an estimate drawn from an extraordi-
nary number and variety of sources,) there is an error of £100,000 .out of 100
millions, or just a fractional error of one-thousandth part. That is as small
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a propért_ion os possibly can be, unless it is said that there should be no
crror ‘at all. Then there arve discrepancies from defects of system, such as
that ‘of the Public Works cxcess expenditure and® that of the Malwa
opium ; also in ono or two points in the expenditure of the current year, for
mst:mce, that about the unclaimed dividends. But the two main discre-
puncms in the clrrent year which lmvc, more than anything else, caused the
present dlﬁlculty, namely, those in Opium and Customs, do really arise from
fiscal ‘misfortitne, not to'be controlled, and hardly to be' foreseen. I have now
lald the fo.cts before the Council, and the Counc11 con judge for themselves.

« But saymg this much, do. T'mean to infer that no 1mprovementmposslble'v’
By no means. I admit that there are defects in system, which, though not
unknown before, have been brought home to us more strongly than ever by
existing difficulties. Tor instance, we must examine more thoroughly than
heretofore the monthly statements of actual receipts either from the manu-
script returns received, or the telegraphic despatches, (for it must be remem-
bered that we have often to get our actuals from distances of hundreds and
thousands of miles away). We have such examination now to a great extent,
but we must have it more strictly in future: we must check our financial con-
clusions more immediately by actuals up to the latest day. We must
also base our estimates more strictly on' the actual results up to date,
and less on general conclusions. Then perhaps we must obviate the
tendency that exists of taking a somewhat too sanguine view of our
estimates, both in respect to expenditure and revenue. There is so much
buoyancy and elasticity, and the spirits of everybody run so high, that
there may be a tendency to form too favourable expectations of our un-
doubtedly great resources: and this must be obviated. Then, in particular,
there are many cases of discrepancy’ arising from adjustments: these adjust-
ments and inter-adjustments between province and province, or - presi-
dency and presidency, are very great; and that being so, there is &
tendency in the local authorities to let these adjustments stand over till
the end of the year. The consequence is, that we never are quite certain
up to the last moment as to how we stand. The actuals seldom show
‘the full amount of expenditure, because so much remains to be adjusted.” This
throws an excessive burden on the last two months, and tends to falsify
the conclusions drawn for the ten months.
greater current regl;larity in this respect. Then we must revise the rules for
the preparation of our regular estimate, The false positions into which we
occasionally drift by the present rule of framing the estimate are but too well
illustrated by the case qi; Malwa opium which I have explained today. = Further,

‘We must endeavour to ensure
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ag.is, well knawn,:it;is ;on this..regular estimate that our cash-account and our
published. egtimateof cash-balances have to be based. As explained in my Finan-
cial-Statement.of March. last, this great account comprises an aggregate of
80, millions.on each side. The sum of cash-balances represents tho balancing item
-at:the-very.end of -the account... If, therefore, there be any discrepancy in any
part.of this immense account, the cumulative effect will fall upon the balancing
entry:atithg end, namely, that of the cash-balances. Now, considering that we

hgxewpyﬁforﬂxthe entry, of estimated cash-ba!gnces before the commercial

world, I think we should improve it by taking the facts available to us from the

cash-assets in our treasuries up to latest dates. On the last occasion, I

presented the cash-balance estimates framed according to the rules then in force.

I shall follow an improved method on the next occasion.

¢« Above all, we must adhere more strictly than ever to the budget-allot-
ments for expenditure. The Council know that there has always been a ten-
dency to exceed these allotments. The local authorities naturally look pri-
marily to efficiency. Everybody is animat«id by a sincere desire to improve the
country, and all this conduces to a disposition to disturb the budget. If this
cannot be stopped, there will be a repetition of the deficit that now exists,
and we shall be constantly obliged to have recourse to special legislation for

fresh taxation.

“But as the best guarantee that all requisite improvements will be
gradually effected, I need only point to the reforms made in the last
few years. Within that period the budget-system has been introduced under
great difficulties. The whole system of accounts has been revolutionized, and
there has been obtained a degree of punctuality never heard of before in India;
and among the first-fruits of this punctuality is the early date of the Revised
Estimate this year, which has enabled us to present facts for additional legisla-

tion to avert the threatened deficit.

« Tdo not know that there is any further point to which I should advert.
Thisisonly an ad interim statement ; and if thcrt? are other points which require
explanation they shall be explained when I bring on .tbe budget in March .
next. . In the meantime I appeal to the candour of this Council to consider
whethc;r the existing difficulty does not mainly arise . from fiscal misfortunes
hardly to have been anticipated, from fluctuations in trade generally, and in

the China market particularly. How could we, 8 year ago, have found justi-
on the country those sacrifices which we are now

1f we had then come forward and snid that there were
the future that we must double the Income Tax and
(2]

fication for imposing
compelled to propose ?
such anticipations about
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arrest public improvement by ‘cutting off three-quarters of a million—I ask
whetler. such a conclusion would have found acceptance, or whether such pro-
posals could possibly have been carricd? Yet that is exactly what has been
rendered necessary by subsequont events. The Government of India should be
Judged not by the extent of fiscal misfortunes which cannot be prevented nor
rensonably: be foreseen, but rather by the degree of energy, efficiency, and
resolution with which a deficit is met, as soon as it is proved to be approaching.”

~ Colonel the Hon’ble R. STRACHEY :—* My Lord, as so large a proportion
of the unforeseen expenditure .of the past financial year is due to the Public
‘Works Department, it will, no doubt, be satisfactory to the Council, as my Hon’ble
friend Sir R. Temple has suggested, to receive an explanation somewhat more
in detail than has been given in the papers that have been published by the
Government, of the nature and causes of the excess outlay. This, starting
from the budget-estimate of the year, which gives the proper standard of com-
parison, reaches the very large amount of £841,435 on the ordinary Public
Works outlay,~~which, excluding railway charges, amounts to £6,122,005,—and
of £444,160 on the Railway outlay,—amounting to £1,991,1560,—including
gudrnntced interest, or in all £1,285,696. These figures, it will be understood,
refer only to charges against tho Revenues, and do not include the results of
the expenditure classed as Extraordinary, which falls on funds provided by loan,
and with which we need not, on this occasion, concern ourselves.

¢ Referring first to the ordinary Public Works outlay, excluding Railways,
it may be stated that the excess over the original budget-grant of the year is
covered to the extent of £510,130 by additional grants made by the Financial
Department in the course of the year, so that the excess which the Public
‘Works Department” has to account for is thus reduced to £331 305. The
additional grants were given for the following objects :—

1.—To make good an arbitrary reduction of the same
amount made by the Financial Department in the
onomzﬁ estimate for Mlhtary Works, on the pre-

sumption that the monéy would not be spent ~  ..." £250,000
2.—For Famine Relief Works .. £100,000
8.—For Civil Buildings—Madras Jails . £60, 000} . £95,000
Bengal Currency Oﬂice £45,000 SR
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4 —~TFor Caloutta Port-Works:;:: This is likely to be repmd '
hereatter fromthe Port Trust Funds . ... ... -.£30,000

8,—To cover an errongous deduction made from th
e Public
Works .Estimate_ by the Financial Department,
omaocount of  stores .- v £40,000

« The difference between the above and the sum before named is mado up
by some other small items and reductions.

“The excess outlay, amounting to £331,305, results ﬁ-om an cxcess in
seven Provinces, diminished by a saving in five Provinces. The gross excess
was £374,031, and the gross saving £42,726. The savings were as follows :—

£
Panjib 17,657
Oudh v 5,868
Hyderabad e . 1,962
Réjputdna v . v 12,880
. . 4,368

Coorg

“The net excess, setting-off the savings, was thus distributed—

£
Madras 39,126
Bombay 57,267
Bengal 13,261
North-Western Provmces 90,730
Central Provinces 100,858
Burma 16,875
Central India 56,114

«The works on which the outlay was incurred may thus be classed—

1.—Famine Relief Works under authority more or less
complete, chiefly in the Central Provinces, Madras,

and Central India £130,615

2.—~Charges for the proparation of materials for Extra-
ordinary Irrigation Works debited against Revenue,

which would properly have been chargeable to loan,
chiefly in Bengal and North-Western Provinces ... £51,420
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,‘:".Infigat.io‘n Works entered in the Budget as extraordinary, but eventually
exclyded by the Government of India, and made chargeable to the ordinary
grant os not complying with the conditions under which alone money is
pemutted to be given from the Lozm Funds. The ordinary grant was unable
to cover these to the extent of . . ... £10,681
g ‘Expendlture not a.uthomzed less savings £138 588

e (3 thus nppw.rs ‘that about .0230 000 of the whole excess above the Budget
Lstxmnte is due to Famine Relief Works; £300,000 to restoring sums erroneously
struck out of the Estimate in the Flnancial Department; £125,000 to grants
for new objects; £60,000 for Irrigation Works which were wrongly charged to
Revenue instead of to the Loan Funds, or for works undertaken in expectation

of their being charged to the Loan Funds; and £140,000 to unauthorized
outlay.

“The irregularity of the Public Works Department is, however, strictly
spe.kag, larger than is indicated by the above sum, because, under the rules of
the Department, savings under certain heads are mnot properly applicable to
excesses under others. Taking this into consideration, the sum that has been
spent without proper budget-sanction is about £250,000, which is about four per
cent. “on’'the whole of the expenditure for the year. 'When it is remembered
among how many different provinces this outlay is divided, and, further, among
how many disbursing officers, and on how many “separate works, the sum has to

be distributed, the amount of individual irregularity is much less than might at
first sight be supposed.

« Moreover, it is proper to notice that this is the first occasion on which the
Public Works Department has fully spent the grant made to it. The Govern-
ment of India has .till now .for some. years past been steadily pressing the
Tocal Governments to utilize fully the whole of their grants, and on one
occasion it even went so far as to say that it would be better to incur a small
excess than not to apply the whole sum made available. In truth, the necessity
for keeping the expenditure within the grants has not hitherto been seriously
felt by the Government itself, -nor properly impressed on the officers of the De-
partment. . The results of .the past year have led to the adoption . of other, and
assuredly more correct, viows, and we may bo confident that henceforth addi-
tional attention will be given to the more exact management of the d.lsbm'se-
ments, so as to prevent any excess outluy in the future.

“To some extent thé dc't‘ioh‘,of the Government, of India:ix; the Home, Fi-
nancial and Public Works Departments may be held to bave added to the
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apparent irregular expenditure. Promises of grants for relief-works were made,
which ‘promises were acted on before formal statements had been received of
the: precise-sums that would be needed, and thus, in more than one case, the
finangial year closed before the promised grant was really made, and outlay
became irregular which otherwise would have been covered by authority.
Pondiis

#44¢Although I have spoken of the excess expenditure of the past year as
debitable to certain heads of charge, among which famine-relief operations
figiire for’ £180,000 and more, it will be mislcading the Council if I do not
add that this statement of the heads to which the excess is properly debitable
in an Account point of view, is hardly to be regarded as affording a true indication
of the efficient causes of the excess—in the sense, that is, of causes which neces-
sarily and unavoidably led to the results in question. The tcchnical excess is
the sum by which the actual outlay exceeds the authorized outlay at the end
of the year when the accounts are closed, and technically the excess is distri-
buted as I have already explained. But a closer examination of the facts shews
that it is not in reality from any temporary pressure caused by famine or other-
wise that the excess arose. It was, I may say, entirely the result of what must be
called defective departmental management. At the end of the eleventh month
of the year there was no prospect of an excess, and if the expenditure in March
had not been increased in an extraordinary manner, the year would have closed
without any excess whatever. The expenditure in March last under the heads
now under consideration was, for all India, £1,147,000, while in no other
month had it come up to £6140,000. In April it again fell to £475,600.
Throughout the year, excepting March, it had ranged at about £500,000 to

£600,000 monthly.

¢ In short, if the usual rate of espenditure had been continued in March,
the operations of the Department would have closed with 8 fair saving, and
it is beyond dispute that the excess must be uttribuu?d to a failure on tl_xe part
of the controlling officers of the Department, in th.e 1mp01:tm.1t duty: of limiting
the supply of funds to the disbursing officers, within the limits assigned by the
grants regularly made by the Financial Department for. ?he several heads of
service under which the Public Works expenditure is divided, I have already
stated that the lax manner in which additional grants had been made and
promised naturally, and even necessarily, led th.e controlling officers to
corresponding laxity in the issue of funds, and to tlns extent the Government
of India and its officcrs must share the responsibility of the final results.
The disbursing officers themselves are probably in no way responsible for

the excess, because they look to the Controllers of Accounts to indicdte what
’ f
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sums may be spent, and there is nothing to suggest unnuthonzed action on
their part.

e

- “There i is reason to believe that one important thsturbmg cause in the
ﬁna.ncml recrulatxon of the operations of the Department has been the intro-
.duction of the distinction between the Ordinary and Extraordinary expenditure,
'twhlch last has dyring the past year for the first time become an important item,
‘and of thc rules under which somo of the grants—as. those for Military works
a.nd Imga.tlon works—are not available for transfer for other services. The
funds to moet the expenditure are necessarily drawn from the Civil treasuries
without reference to the exact objects on which they are to be spent, and the
necessary attention has not been given to guard against the unauthorized expend-
iture of the grant under one head, on works falling under another head ; so that,
although the aggregate grant for all purposes has not been exceeded, excess has
been permitted under some of the heads of service. To secure proper simplicity
in the accounts, g single cash-account is necessary ; and whatis wanted is a

raachinery to admit of the aggregate amount of all the Public Works grants
being drawn, when required, as though it belonged to one fund, but to secure

.expenditure under each separate head of service not being permitted to go beyond
the separate sum allotted to it.

¢ Attention having been drawn to this point, all that was requisite was readily
done to secure the object in view, and it is believed that no error will again
arise from this cause. The necessity for, strictly limiting the issue of funds to
the disbursing officers within the grants regularly made, is so obvious a duty,

that a very moderate degree of vigilance will give complete security against the
recurrence of any failure in respect to it.

- It may, perhaps, be useful if I remind the Council that the outlay of the
Public Works Department differs greatly in its character from that: of most
other departments of the administration. In the Civil Departments, the outlay
is dlmost entirely for salaries or allowances, which do not vary greatly from
month to month, and the expenditure of a series of months commonly gives &
good test of the outlay likely to be incurred in the following months. In the

2+ Public Works Department this is far from being the case, the disbursements
being in & very great degree optional and arbitrary. An estimate' of the
future outlay cannot be at all safely based on the outlay of the past, and the
only safe guide for anticipations is the sum allowed to be spent. "The experience
of the past year shows this in a striking manner, the outlay in ‘the last month
of the year hzmng been (as I have already noticed) nea.rly double that of
any previous' month, * This sudden jump in the expenditure is  so remarkable
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a feature.of .1ast year's operations, that I have been induced to enquire into its
precise causes. To some extent, but not to an important one, it is due to trans-
fer-charges brought forward in the last month of the year, but it is mainly
caused by actual and legitimate increased outlay for various purposes, incurred
generally :in consequence of the efforts of the departmental officers to spend
the whole of their available grants within the year, at the end of which the
utispent’’ balance would lapse. Payments of various sorts have thus been
'made to - which, so far as my information goes, no reasonable objection can
be taken ‘6n‘the score of their character or objects, but only because they
involved an excess over the Budget-grants.

¢ Such a result, showing to what an extent the expenditure can be suddenly
expanded at the very end of the year, gives additional proof of the necessity for
requiring that the expenditure shall be strictly limited within the actual grants,
and making the controlling Financial Officers of the Department rigorously res-
ponsible for preventing any excess. Under a proper system efficiently adminis-
tered, the outlay of this Department can be completely kept under control by
suitable expansion or contraction of the funds issued to the disbursing officers,
and any unusual or sudden increaso of expenditure, likely to lead to financial
inconvenience, can quite easily be prevented. I have no reason whatever to
suppose that the existing system of the Ppblic Works Department fails in any
respect of what is thus required of it, and I can confidently look forward to the
future satisfactory administration of the financial branch of this Department,
under its present accomplished and vigorous head, Colonel Chesney, now that
the Government of India itself thoroughly accepts the policy of complete

financial regularity.

« On the whole, as to this part of the outlay, the essential points brought out
by the results of the past year's operations are, that additional strictness must

be introduced into the system of making grants of money for Public Work:

after the commencement of the year; that complete conformity should be

required to the rulo that forbids expenditure on any object until a specific
appropriation of funds has been made of the needful amount fro.m a regularly
authorized grant; that no disbursing officer sh?uld be permttod. to spend
money in excess of the amount appropriated.for his use for cach pa.rtl.cular work
or purpose. Until the practico of the Public Works Department is brought
into substantial conformity with these principles—and I must say that a great
deal still remains to accomplish such a result—the time will not have arrived
relaxation of the closc scrutiny into the operations of the Department

fo
e f India considers to be its duty to maintain as the

which the Government o
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responsible head of the finances of the country. The results of a want of due
caution in dealing with the vastly multiplied transactions of a greatdisbursing
agency like that of the Public Works Department are, I should conceive, suffi-
ciently indicated, by what has happened last year, to satisfy every one tha.t what-

ever be the defects of the present system of control, they do not he on the
side of excesswe stringency or repression.

“«X have, pcrhaps, dwolt rather more on these topics than thelr intrinsic
1mport1mce deserves, and T may seem to have spoken of the defects of practice
to which I have referred as being more grave than they really have been. But
I have purposely said everything that had to be said on the matter, because the
administration of the Public Works Department is so commonly ill-thought
of, and because I myself think well of it, and believe that it will bear the most
complete scrutiny into its system, and may challenge a comparison with any
similar organization in India orelsewhere. It is, indeed, to the severity of our
principles of account, and not to their laxity, that such defects as I have had to
speak of today are looked upon as defects calling for serious attention, and I
firmly believe that in no other branch of the public expenditure w111 & smaller
proportion of n'regulu.r outlay be found to oceur.

« T now pass to the Railway expenditure. For the control of this, the
Public Works Department has hitherto been but partly responsible, and it will
only be from the beginning of the next financial year that the entire charge will
be transferred from the Financial Department, in which a great portion of the
business was carried on, to the Public Works Department.

¢ The excess outlay under the head of Railway is almost entirely due to
the falling off in the Railway traffic, and the consequent increase of the net
chnrge for guaranteed interest, which, against an estimate of £1,202,900, actually
amounted to £1,700,370, giving an excess of £497,470. I will not detain
uie Council with any detailed comments on this part of the expenditure, but
I would point out that the charge for guaranteed interest is the balance of a
somewhat complicated series of accounts, none of which are, satisfactorily
within the control of the Government of India, and in respect to which the
power of the Government to obtain satisfactory 'estimates is very incom-
plete. The principle of showmg all transactions in the public accounts as
they occur, without set-off, has been departed from in the case of the guaranteed
Railway interest, and I think with decidedly bad results. The Govern-
ment of India has the question of how to deal with the whole of the Railway
accounts now under consideration, and it is probable that some serious
changes will be made, among which may be expected the exhihition of the gross
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Railway interest as 8 charge, the net receipts heing shown as income, and the
adoption, for the Railway accounts, of a system having the general character-
istics of the Budget-system of the Public Accounts. The important bearing
of‘the,,,transactions of the Guaranteed Railway Companies on the finances of India
is sufficiently indicated by the circumstance that, in the past year, a charge of

Lot phk
g

almost half a million, for which provision was not made in the estimate, had to
be provided for, and that such charges are to a very great extent beyond the con-
trol of the Government, extremely difficult to estimate with accuracy, and at

any time liable to recur almost without warning.

¢ It manifestly becomes the duty of the Government to do everything in its
power to bring within due financial control charges on the Revenues such as
these, and it is not less obvious that it is only by careful attention to the Railway
income and expenditure, and to the accounts which exhibit the results of the
working of the Railways, that such a control can be established and .main-
tained. I have no difficulty in saying that till now the Railway accounts
have not been so dealt with as to admit of the exercise of a satisfac-
tory financial control of the operations of the Companies, and that there
are fow things which have a more important bearing on the satisfactory
management of the general finances of the country than the early establish-
ing of an efficient system of Railway account and financial control. The
object of the Government in its dealings with the Railway Companies
in these respects can’only be to secure an exact and prompt knowledge of
their transactions, and to prevent wasteful expenditure, which objects are
no less important to the shareholders of the Companies than to the Go-
vernment. There is no possible conflict of interests, and it is & plain para-
mount duty of the Government of India to the tax-payers of the country
to exercise, within the limits of the authority secured under the contracts, a
control as real and efficient over these transactions, which involve pay-
ments of public money on a very large scale, as over any other branc

of the public expenditure.

« During the past year the other elements of Railway charge debitable to the
revenues have not been very important. There has been an excess outlay under the
heads of Controling Establishments, and Land for the guaranteed lines, of £39,433,
and of £20,057 for charges on account of the Calcutta and South-Eastern
Railway, which were brought to notice after the Budget-grants were fixed.
Against this has to be set-off & saving of £122,700 for loss by exchange, the net
result of the operations of the year having terminated with a gain under this
head which is shown as . a receipt amounting t% £15,435. Inall, these items

’ 8
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show, a net saving of £53,310. These amounts differ somewhat from those
shown in the Civil accounts; but the difference is not important, and it will
be adjusted on the transfer of the Railway accounts to the Public Works
Department next year.

¢ The income of the Public Works Department for the year was £529,049,
having been better than the Budget Estimate by £133,049. The details of the
income call for no special comment.

"« My Lord, I will only add a few wordsmore. The Public Works Depart-
ment is very commonly regarded as the great enemy of public economy, and
the first cause of financial disorder. 'We are told of the tyranny of the Public
Works Department from which no Government can escape. But in fact,
what is this Department ? It is the Agency, and nothing more than the Agency,
through which the Government, in all its various Departments, supplies itself
with extravagancies. The Public Works Department does not desire to build
palatial barracks, nor splendid hospitals, nor vast court-houses. It has no wish
to stud the country with police offices and stations. All these works are under-
taken to satisfy the various Civil Departments of the Administration, and the
difficulty of the Public Works Department is to bring their demands within reason-
able and practicable limits. 8o it is in truth with all other works. The Public
‘Works Department receives from the Government that sum which the Government
thinks fit to spend from year to year on this class of obJects and does its best to
apply the money suitably. And the remedy against any fiscal inconvenience-
that can arise from the operations of this Department is in the most complete
manner in the hands of the Government ; indeed, in a far more complete manner
than in any other branch of the Administration. How true this is is shown by
the occurrences of the last few months. The Government having become really
alive to the necessity for economy, at once reduced the Public Works expendi-
ture by £800,000, and next year will reduce it by a million and a quarter.
To speak of o mere disbursing agency as in any sense responmble for the extent
of the outlay it manages is a complete misuse of terms, and in future I hope
that, when it is thought proper to find fault with any excessive expenditure on
Public Works, the responsibility will be attributed, where it is due, to the Ad-

ninistrative Departments, and to the Executive Government.”’

The Hon’ble M®. Cowre said that, while he very deeply deplored the
necessity for this enbanced taxation, he was the very last person who could object
to it; for, in the month of February last, he took the liberty of writing to Sir
Richard Temple to suggest that, if an income tax were to be imposed at
all, it should not be less than two per cent. He had two reasons for this
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step; first, a belief that, if the machinery of the income tax were to be
revived, it was not worth while to put it in motion for so small a result as
one per cent., and, secondly, that, if the larger tax were imposed, the hands of
Government would be so strengthened, financially, that they would be enabled
to reduce at least some of the export-duties which pressed heavily on commerce.

.- The budget was produced, the income tax was fixed at one per cent., and
the export-duties, including that most objectionable one on rice, remained as they
wem.

In giving his concurrence to the present Bill, he would take the opportunity
of mentioning another tax which he should prefer to have seen introduced.

In this Council Chamber, be had more than once heard the argu-
ment used that, where the united wisdom of the Lords and Commons had
passed certain laws, we, in India, could not go very far wrong in following the
precedent. Now, His Excellency was well aware how large a sum was contri-
buted to the revenue of the United Xingdom by the probate and legacy duties,
and His Excellency was equally aware that here we had nothing at all analo-

gous to them.

He was not competent to say what would be the result of such taxation
throughout the length and breadth of the land; but, looking at the Presidency
towns and their long’ lists of probates and administrations, it was clear that a
very large amount of property, real and personal, passed annually to relatives,
friends and creditors, on which the Government imposed no tax whatever.
The idea of a succession-duty was no novelty ; and he claimed no credit for now
naming it. Possibly, it might already have received the careful consideration
of the Executive Government ; but, in entire ignorance of whether this was the
case or not, he thought he was justified in recording his humble opinion, that
such a tax would be a safe, expedient and profitable mode of adding to tk-:

revenue of the country.

The Hon’ble Mr. StracHEY : —* Having, my Lord, held charge of the
Financial Department of the Government of India for.the last six months, dur-
ing the absence of Sir Richard Temple, I must necessarily lfear a larger sbare of
the responsibility, than that which falls upon my Hon'ble friend, for the measures
of increased taxation and retrenchment which the Government has thought it
right to introduce. Nevertheless, I see no necesgity for taking up the time of the
Council with any detailed explanation or justiﬁcutlon? of the course ?dopt.ed by your
Excellency’s Government while I was connected with the Financial Departmeat.
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Not only has my Hon'ble friend, Sir Richard Temple, just explamed fully and
clearly the main facts which have occurred, but we have had the great
satisfaction of learning—although I never doubted that it would be so—that the
measures taken during his absence have met with his approval. And I must,

" before saying anything more, thank my Hon'ble friend for the too flattering

terms in which he has spoken of my own share in what has been done during

. the last six months. .

“ When, my Lord, the Government became aware that our financial posi-
tion was less favourable than it had been supposed to be, and was satisfied
that measures of stringent economy and of fresh taxation were unavoidable,
it immediately, as the Council well know, laid before the public an unre-
served statement of the conclusions at which it had arrived, and of the data on
_which those conclusions were based. Nothing was kept back. There is nothing
"which I could now say regarding the present condition of the finances which
the public does not know already, or which it will not learn from the statement
which my Hon'ble friend has just made to the Council. And if no further expla-
nation of the views of the Government be necessary, I think that I may also say
that no justification is necessary of the course which has been’ adopted.
Although the measures that have been taken have been of an wunusual,
and, as all such measures mustbe, of a very unwelcome character, involving,
I fear, much hardship to individuals, and the 1mp0smon of fresh burdens
on many who can ill afford to bear them, those measures have been (I
think I may fairly say) accepted with a rare unanimity of approval by
all classes of the public. The event bas proved the wisdom of ygur
Excellency’s determination to let in the light of day upon the views and
proceedings of the Government, -and to obtain that invaluable support which

even an Indian Government derives from the free and intelligent expression of
the public opinion of our countrymen.

«1 will not, my Lord, pretend that the experience of the last six months has
increased my admiration for the system on which the Financial Department of
this Government is organized; nor will I disguise my belief that my
Hon'ble friend, Sir Richard Temple, will find in the Financial Department
ample scope for the exercise of that energy and ability which has left its
mark on more than one Indian Province, and the application of which
to our finances was unfortunately interrupted by the causes which com-
pelled him to be absent from India at a somewhat critical time. But
the experience of the last six months hag given me a stronger convic-
tion than I ever had before of the thorough solidity and safety of our
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real financial ‘position. - Although there are present difficulties to overcome, I
think that, in regard to the future, everything is encouraging.

-+ % Much has been said, for several years past, about the uncertainties of In-
dian Finance, and to deny those uncertainties would, I think, be impossible, with
the fact staring us in the face that, year after year, we havebegun the twelve-
month with the anticipation of & surplus, and have ended it with the certainty
of &, very, serious deficit. Nevertheless, the more the facts are looked into, the
more-encotiraging do they appear ; because, as it seoms to me, there can be no
arisen from causes which it is within our power to remove, and to remove with
no real difficulty. Those causes have, therefore, little actual gravity. If our
difficulties had arisen from the decay or want of progress in the resources of
the empire, the matter would have been very different. But the very reverse of
this is true. Every one of those great branches of revenue which are indicative
of the condition of the people has gone on, for several years past, constantly
and steadily improving, in a manner which must give us the greatest possible
confidence in the future prosperity of the empire. And I think that I may
assume that this confidence is fully shared by the mercantile classes, on whom
we depend so greatly for the means of carrying out the railways, and the
canals, and the other great works of improvement by which we hope to change
the whole condition of India, and—perhaps it would not be too much to
say—to double, within the present generation, the wealth and prosperity
of its people. It is a significant fact that these very t.musunl measures
affecting the finances, which have been adopted in the middle of the year,
have not affected in the smallest degree the financial credit of the Govern-
ment. The price of the public funds is practically the same now as lt was
before the public learned the whole truth regarding the financial position of

the Government.

¢ The figures which prove unmistakeably the truth .of what I have just
said—that the resources of India are prosperous and magnificent—are at every-
body’s disposal. The present year, as we all know,.lms been one ot' threatened
scarcity, and, in some parts of Indin, of actual famine. Yet I mV}te any one
to compare the figures of the revised estimate of the current year with those of
any year that has preceded it. 80 great has been the general progress of the
country, that even in this year of suffering and of depl.'essed trado, there
is hardly one of the great branches of the revenue which does.not show
improvement. Take the past year 1868-69, and compare the receipts under
all the main heads of income with tlhitffe of the present yea.l'l.1 From Land-

%
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revenue, Lxcise, Customs, Salt and Stamps, we even now, according to
the reduced estimates which are before the Council, expect to receive half
a million more than we received last year. The single head under which there
has been: an apparent decrease is that of Customs, from which we expect to
receive some £300,000 less. Even this apparently unsatisfactory item seems
“to me to be: in ‘reality altogether encouraging. Wo must remember that, for
_tho’ last two - years, fifty or sixty millions of people in Northern India, and
.in other Provinces, have been suffering either the reality or the apprehension
of famine. We must remember, also, that the diminution of our Customs-
revenuo is not due solely to a falling off of trade, but to the fact that, at the
beginning of this year, we reduced the tariff valuation of the most important
staples of our import trade by about fifteen per cent. If the trade had remained
unaltered in amount, this cause alone would have led to a very considerable
falling off in our Customs-revenue. Considering these facts, it seems to me a
matter for surprise and congratulation, and one that testifies most strongly
to the progress which this country is making, that we should now expect to
lose this yea.r 80 small a portion of this branch of our revenue.

« If I werc to make the comparison between the present year dnd years
further back, the result would be still more striking. The sources of revenue
of which I have been speaking will yield, this year, at least two millions more

than they yielded five years ago, and at least two and a half millions more than
they yielded in 1861-62.

1 have not referred to the disturbing element of Opium, but I might have
included even this source of revenue without weakening the truth of what I
have been saying regarding the constant and steady growth of the public

- income. I will not now take up the time of the Council with any discussion of
the difficult subject of our Opium-revenue. But I think it affords an excel-
ivuy illustration of the great progress of the country that, althdugh in the pre-
sent year we expect to suffer a loss, compared with the past year, of three-
quarters of a million on Opium, such has been the improvement of the other
great branches of our income—Land-revenue, Excise, Customs, Salt and
Stamps—that we hope to receive from all these sources, including Opium, 8s

lu.rgo a total revenue, mthm one hundred thousa.nd pounds a8 we received
last year.

“ I look forward, therefore, with undoubting confidence to the financial future
of India, and I think it most important that the public should understand
that the Government has not the smallégt misgivings on this subject. I believeit.

%
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to be.certain that, with the exercise of .ordinary prudence and economy, we shall
be able to place.our finances on that thoroughly sound basis which is so especially
essential at the present time, when we intend to pledge the public credit so
deeply,:to-enable us to carry out those great reproductive works of improve:
ment.on which the future of India so greatly depends. I am satisfied, not only
.that.we shall succeed;in this, but that we may reasonably hope that, without
‘the imposition: of fresh burdens of an onerous character on the people, the vast
and ;increasing; resources of the country will enable us not only duly to
discharge ~the« obligation of - giving to-the - people of India-a constantly
improving administration, but that they will also enable us to carry out those
great reforms in our commercial system which, whenever they can be afforded,
ought to be adopted, and without which, as I for one believe, we shall not
see that full development of the national wealth which it is in our power to

secure.

« I repeat, therefore, that the deficits and the uncertainties of Indian Finance
are, in my opinion, the temporary accidents of an imperfectly developed
financial system ; that they can be removed without real difficulty; and that
they have not, in the smallest degree, arisen from any failure in the resources of
the empire. I have said that they can be removed without real difficulty,
because, although I do not underrate the serious character of the work that
has to be performed, I do not count as a real and permanez.xt difficulty that sort
of opposition with which all great reforms are, I am afraid, pretty certain to

be received.

«T do not, my Lord, wish to enter into any details regarding the measures
of reform which pught to be adopted in our financial system, but tl‘xere are one
or two points which are so especially important that I should like to say a

few words regarding them.

« Above all things, I believe it to be necessary that the Government should
determine to carry out the principle, constantly talked about for many
years past, but too little acted upon, that the imperial resources shall not be
expended for purely local purposes; that local ro@, local schools, local works
of sanitary improvement, and so forth, must be provided for.fronf lo.eal resources,
and not from the income of the State. The neglect. of tln.s principle has been
at the same time a fruitful cause of our financial difficulties, and s constant
rogress of the country. It is a principle, the persistent neg-

obstacle to the real _ vneg
lect of which) would? Jead the finances of the richest country in the world to inevi-
' ke

table ruin.

seriously
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__%Then, again, I think it. clcar that some plan must be adopted for giving
to the Local Governments, with whom the actual administration.of near-
ly the whole of Indin rests, some real incentives to economy. = It has been
truly - said that, under the present system, every Local Government has a
purse to draw upon of unlimited, because of unknown, depth. The Local
‘Governments have now no financial responsibility, and no means of knowing
- what *amount :of money they may legitimately consider to be the income,
- and the measure. by which their annual expenditure must be regulated. They
see on-every side the necessity for improvements, all of ‘them, perhaps, involving
fzesh expenditure, and their cousttmt——and I will add, under the existing system,
justifiable and proper—desire, is'to obtain for their own provinces and people as
large a share as they can persuade the Government of India to give them out
of the general revenues of the empire. I am satisfied that there will be no
real local economy, and no complete and really effectual check on our con-
stantly increasing expenditure, until there has been placed upon every Local
‘Government a specific responsibility for maintaining an equilibrium between
its income and its expenditure. I am convinced that this object can be
obtained without the sacrifice of one iota of the authority of the Supreme
‘Government, and without the abandonment of a particle of that rigid and com-
plete control over the finances of the empire which I believe it to be abso-
lutely necessary that the Supreme Government should most jealously preserve.

“There is one other point which I wish briefly’ to notice. I have
already referred to the unfortunate fact that the measures of fresh taxation
and of retrenchment which have been ordered, or which are contemplated, by
the Government, must cause hardship to individuals. I fear that it must be
anticipated that the Government of India will not find it an easy task to carry out
these reductions of expenditure. Everybody who is personally interested in any
pa.rticular reduction finds little difficulty in showing that it is a piece of miser-
stlzand cheeseparing economy, which can produce no. real effect in rehevmg
the finances; which must cause ruin to deserving men, or serious injury
to the public service; and astonishment is expressed that the Government
cannot see the propriety of making the necessary reductions of expenditure
in some other and very obvious way. I know hardly a single retrenchment
which the Government has had under its consideration, of which something of
this sort hps not been, or will not probably be, said. - Nevertheless, the fact
remains that, unless indced we choose to accept the inevitable consequences,
we cannot spend money which we have not got. The Government has adopted
the best mecans in its power for arriving at correct conclusions in regard to the
retrenchments that ought to betnade. It may no doubt, in its economical
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zeal, have. made, and..may.make, .mistakes,and,  whenever. it “is satisfied
that it has.done.so,.it «will, I. am' sure, at once .admit them. But. I -hope
that; the public ..will :remember, ..and .that . it will _support the - Government
in ‘remembering,- that i..is really by means of these acoumulated economies,
Joffen: so” insignificant. individually, that we hope to ‘accomplish ‘the task,
. without:;which..(unless we have .recourse to fresh .and burdensome taxation)
we ‘cannot bring our finances into' order,. of reducing our annual expenditure
g ,_bjﬁy;;;twqumﬂlipns»of ‘money.This is 'no easy task, and it will not be
accomplished unless the Government of India -resists unflinchingly, except
for;; the most -conclusive reasons, every representation and every entrdaty
tending to interfere with any reduction of expenditure, however indi-
vidually insignificant, which it believes to be possible. Your Excel-
lency’s anxiety has already been publicly declared that no effort should be
spared to diminish, in every possible way, the hardship which must follow from
the reductions which have been ordered, or which are contemplated, in existing
establishments. Serious as those reductions in some cases are, I am sure that
if the orders of your Excellency’s Government are received by the local
authorities in the spirit in which they were issued, and the opportunity be
taken of weeding from the public service men who are notoriously inefficient,
and who have no claims to consideration, the hardship to the really deserving
servants of the State may be teduced to comparatively small proportions.

«T have only one. other thing, my Lord, tosay. I wish to take this opportu-
nity of stating publicly my sense of the very great obligations which the Govern-
ment is under to the Financial S8ecretary, Mr. Chapman, for the great ability and
untiring zeal with which he has conducted the duties of his important office.
My Hon'ble friend, 8ir Richard Temple, made a most fortunnt:e choice when, not
long before he left India, he nominated Mr. Chapman to this post, and I feel

very strongly that if any credit be due for anything that has been done in the
Financial Department during the last six months, the lion’s share of that creait

must be given to Mr. Chapman.”

His EXCELLENOY THE PRESIDENT :—* After the very great amount of in-
formation which has been placed before the public, both in the Financial De-
spatch which we addressed some time ago to the Secretary of State, and
also in the clear statements which have been made here today, as to the
reasons and causes which rendered it incumbent on the Government of India
to take.the.unusual course which has been adopted with regard to Imperial
Finance, I have but few additional remarks to make. Nothing has been
kopt back. Everything has been fully described; the means which we



354 INCOME TAX.

-propose to-take to remedy the evils which exist have been also, as far as is
-possible, laid with the utmost care before the Council; and it is gratifying to
‘me; 08 it must be to my oolleagues in the Executive Government to know that,
‘however much the public, in common with us, may regret the necessity of
the courso wo have taken—however much some of the details of the pro-
-posals we have made may be oriticised—yet we have received, both from the
~public, as far as "we can judge, and certainly from the Press, a generous, and
- T mpy almost say, a cordial approval. I have little doubt that those sentiments
‘which have been so generally expressed in India will be shared in by Her
" M8jesty’s Government and public opinion at Home, and that every candid man
will, on careful consideration of the facts of the case, come to the conclusion
that the course we have followed was the wisest and safest that could have been
taken under the peculiar circumstances of our position.,

“I am quite aware that the step we have taken is most unusual, but it is
not unprecedented. If history is examined and enquiry made into occurrences
that have taken place in countries where a representative system of govern-

ment is in full force, it will be found that, on special occasions, a t-nmnlar pro-
ceeding ]ms been adopted.

“In England, financial changes cannot take place except during the sitting
of Parlinment. ~ But occasions have arisen when Parliament has been called
together at unusual periods for the purpose of dealing with a financial crisis,
or to provide for a financial necessity. But although, happily, the necessity
for such a course being taken has not very recently arisen in England, prece-
dents may be found, sanctioned by the highest authorities, where such courses

have been found absolutely necessary and entirely justifiable.

Such a case
. has arisen here.

“Thave said that its necessity must appear to any man to be absolute. Now,
“:are were only two courses open to the Government of India. Every one can
form an opinion on the matter, for our financial position has been before the

public for nearly two months. The facts, as we have described them in our financial
despatch, being fully known and verified, we had either to adopt a policy of
,concealment or of candour. Had we adopted the first course, we must have
placed ourselves in this position :—we must have remained in a state of silence
till next March, with the full knowledge that the public were under a grossly
erroneous impression as to the true financial state of the country. This was &
- position in which I think no body of honourable men could for a moment have
thought of placing themselves. I must say in justice to my colleagues
that tho resolution to take, at the earliest possible moment, the public into
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the confidence’of* the Government was unanimously agreed to, and that, as soon
as ‘our financial ‘position’” was -ascertained beyond & doubt, we felt that ‘it was
our duty- to' Iay*those facts ‘unreservedly before the publio, and ask for its
generous'support in*the ' measures: which we have deemed it indispensable
to:propose.

-*“Some slight forehoding . was certainly expressed in one or two quarters.
«It-was said that by,the premature disclosure of the real financial state of the
.empire, we ghould run the risk. of damaging national credit and throwing o
.general air of discredit- upon the whole proceedings of the Government. ‘

I, in common with my colleagues, took a different view, which I think tho
result has shown to be the right one; for though tho statements which wero
made have been now for a considerable time before the public, we have found
that the financial credit of the country has not been seriously damaged, but
that the public, knowing the worst, and feeling and appreciating the efforts of
the Government to deal with the difficulty, have seen that these difficulties
can be surmounted, that there is no real danger to the permanent finan-
cial position of the empire, and that administrative reforms and strict ad-
herence to the ordinary rules of economy and prudence, are all that is necessary

to place our fiscal affairs on a sound and healthy basis.

«T rejoice therefore that, casting aside the adhcrence to general routine, we
adopted this course. I am not at all insensible to its disadvantage and its
manifold inconvenience; it is certainly not a line of action I should ever
desire to repeat, and I am strongly of opinion that, except under the most

extraordinary circumstances, it would be quite ugjustiﬁable.

« But when we look to the situation of affairs—when we look at the State
deficit into which we were for a fourth year about to be plunged—when we knew
that means were in our power to avoid the evil—I think the public will arran

with me in saying that routine and ordinary rules of administration were not
considerations that ought to guide or control the Government at such a time.

« There is no doubt that a great deal of the evil that has existed for some
years has been owing, not so much to the fault of the administration, as to the
circumstance that the Government have never been in possession of the great
financial facts of the year at & sufficiently eu.rl.y period to make real use of them
for. the purposes of administration. 1 am quite aware that tltere are great diffi-
culties in this matter, and when people compare our system with that of a small,
rich and compact country like England, they entirely forget the enormous size of
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this empire—the great distances which exist—the variety and complicated nature
of our accounts—the amount of adjustment which is necessarily carried on be-
tween various treasuries and various accounting bodies—end also that the
system which has been in existence in England for a very long period has only
been recently introduced into India, within, I may say, half the time of what may
be.called the present generation, Therefore, when men blame us for inaccu-
raoy of forecost they must also recollect the peculiar circumstances of such
an/ emp),re os. Indm

o There is no doubt, also, that the cause of our present position is owmcr very
much to the inaccuracy of forecast which has for some years cxisted; but I
believe that, by care and firmness in administration, & great portion of the
inconveniences which are occasioned from a want of early knowledge of the
actual current and financial position of the empire, can be obviated. The evil
is one of great magnitude, and is shown most by the discrepancy which has

taken place within the last four years between the budget-estimate and the
actual revenue and expenditure.

«Now the figures I am about to lay before you are very suggestive, and
show “how necessary it is that the Government should use every effort in its
‘power to improve and to prevent the recurrence of the state of things ‘which
they disclose. I am far from saying that a recurrence can be altogether pre-
vented during the present year or the next, or that, at any time, precise positive
accuracy can be arrived at ; but I am certainly convinced that, as the true merits—
the publicity, safety and many advantages—of the budget-system become more
closely brought home to the minds of the vast army of officials who serve the
Government of India with such ability and devotion, these evils will gradually
disappear.

* Now, I find that in 1866-67 we budgeted for a deficit of £72,800, the real
2Lt turning out to be two millions and a half,

“T find that in 1867-68, a surplus of £1,764,478 was budgeted for, the
result being a deficit of onc million.

s+ *In 1868-69, I find that a surplus of upwards of two millions was budrref,e(l
for, but a deficit of two millions ocourred. In 1869-70, a surplus of £52,650
was budgeted for, but a deficit of nearly two millions is expected. I attach no
blame to gny one for this. I am fully aware that expla.nutxons, more or less satis-
factory, mny be offered, and that, during the periods I have mentloned the ﬁscﬂl
policy of the country was more than once changed during the ﬁnancla.l year; but. ;
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nevertheless, the.facts. I have mentioned are -incontestable, and betoken, to my
mind, & position.of danger which ought to terminate. It is a state of things; at
all events, which is sufficient to justify us in using every effort to obtain, at the
earliest. possible moment, such knowledge with regard to our revenue and
53‘1’9‘,'},‘1,}'7‘,1}'9,“ will. enable the Government to act, if necessary, according to
the information that it receives. Revenue must always fluctuate to a certain

xpenditure may. occasionally exceed the amount budgeted for,
ugh' t-is more under control; but it is clear that no administration can be
conducted ‘with safety and with success, unless events connected either with
revenue or expenditure are known to the controlliig power almost at the time
of their occurrence.

« T believe, therefore, that by invoking the assistance of every department
of the Government in preventing delay in forwarding useful information—in
trying as far as possible to avoid the leaving of any unequal or unusual disburse-
ment to the end of the year—in endeavouring as far as possible to spread the
expenditure over those months of the year in which it generally occurs, I think
that by this means, and also by great efforts on the part of the Government of
India in condensing, analysing and bringing to use the information at their
disposal, much of what has already occurred may for the future be
avoided. ‘

“ I hope it will not now be supposed, from the remarks I have made, that it
is my belief that inaccurate information has been supplied to the Government.
On the contrary, I believe the information which has been placed at tho disposal
of the Government is thoroughly accurate and completely trustworthy. But what
I object to is, that that information is often given too late, and the details are not
available in sufficient time to make them thoroughly useful for administrative
purposes. I believe that, considering the great power of. this (.}ov?rnment, aud
looking also to the great advantages which it possesses in having in its service
80 many able and experienced officers, there can be really. no subst.anﬁa! difficulty
in ohtaining at an earlier moment the vast amount of information which is in
every year so carefully collected, and which has gencrally been found to be

50 thoroughly trustworthy.

“ I wish to say that we have embodied these opinions in a despatch to the
Secretary of State, and I have little doubt that, in the cfforts we intend to make
in this direction, we shall receive the hearty approval and support of Her

Majesty’s Government. y
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«T have merely now (o say, on the part of the Government of India, how
deeply weo- feel the general support which has been given, both by Local Govern-
monts, and also by the public generally, to our proposals as a whole.

:“ When the financial position was at first disclosed, I received from many
quurters the most hearty assurance of active assistance. From Madras, whose
¢ lovemmant was the first to come forward without any invitation or suggestion
Alon our’ part 'we. rccewod by telefrra,ph an offer saying that, if necessary, they
“were ready to add a considerable amount to the salt tax in that Pre51dency

~# The proposal was immedin.tely.wquiesced in by Bombay, and I may say
that, though therec may be some differences of opinion as to the details of the
reductions we propose, we have never received any expression of doubt as to
the necessity of the case, or as to the duty of the Local Governments to assist

to the utmost of their ability the Government of India in the difficult and
arduous task which we have undertaken.

_““We all know there must always be a considerable difference of opinion
amung men who are engaged in the conduct of great affairs, especially’ if they
happen to be Englishmen ; yet still, I believe there has never been known an
instance in Indian history, that, in any great crisis the Local Governments

“failed in their duty and refused their support to the Supreme Government. I
can only say, as it has happened before, so it has now, that the Government of
India is most anxious to defer in all matters under discussion to those opinions ;
‘but at the same time we must express our firm determination to arrive, at all

hazards, and in the shortest time, in the least objectionable manner, at the great
financial result at which we aim.

5 We"a,re engage& in great interests, and dealing with enormous sums—we are
engaged in an attempt which may be summed up in two or three words. ‘We
have to change the fiscal condition of this country in such a way as to give, at

the earlicst possible moment, a financial advantage of upwards of three millions
of money.

-+ [ am now speaking, not only the opinion of the Government of India, but
also that of the Becretary of State, when I say that it is decided that—looking
# the many fluctuating items in the resources of the country, to the risks to
which we are liable, and the magnitude of the interests involved,—unless

such a result is obtained, it cannot be said that Indian Finance stands upon 3
sound and substantial basis.
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- “Although:the:effect.of this great reduotion of expenditure may be, in & fow
cases, somiewhat to injure.indjvidual interests, or, ‘what is far more important,, to
postpone fora -short .period :works of usefulness in,w]:_!ioh we are all dseply
intereste '-T;"f'j‘et,iby making these sacrifices now, we shall lay up for ourselves
a:great'store’ of safety and welfare for hereafter; for unless such a course is
faken..we:cannot hope to carry on'with suocess, and finish within any reasonable
‘hmey-great works of improvement Which are so necessary to the life, the com-
{oif, the' health, and safety of the people, and to the speedy completion of which
the hongur and the ‘credit of this Government are so irrevocably pledged.”

The Motion whs put and agreed to.

SALT (MADRAS AND BOMBAY) BILL.
The Hon'ble MR. SteacHEY introduced the Bill to enhance the price of
salt in the Presidency of Fort 8t. George.and the duty on salt in the Presi-
dency of Bombay, and moved that it be referred to a Select Committee with

instructions to report in a week. He said—

v

,, “My Lord, It may be convenient that I should first state, for the infor-
mation of the Council and of the public, the circumstances which have led to the
introduction of the present Bill.

¢ It will be remembered that, when my Hon'ble friend BSir R. Temple laid
before the Council his Financial Statement in March last, he stated that the
'qnestion of the revision of the salt-duties throughout India had been, and
was still, engaging the anxious consideration of the Government. He said
that the inequality in the rates of duty and in the market-prices of salt in
different portions of the empire was to be deplored, and that, although there
were financial and other obstacles in the way of equalising the duties and
price, the Government would keep this steadily in view as an objeot for ultimate

attainment.

“ Your Excellency and the Council well know how great an interest was at
all times taken in this question by the late Viceroy, Lord Lawrence ; and the
measures which were inaugurated before he left this country, and whioh
have been ﬁgorously followed up since your Ex?ellency'u a.mml, will, I trust,
produce a great effect in cheapening the price of salt in th'ose p.,g-tg of
India where the supplies are the most deficient, and the prices highest.
Of those measures, which will, if sucoessful, help to pave the way at some-

ture timbe to the accomplishment of that great desideratum, the equalization

fature time .
of the sali-duties throughout India, I shall have to epeak more particularly

£
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when: 1 introduce the Bill standing in my name, to. provide rules for the
manutm'ture and sale of salt in Northern India.

~* Much opprobrium, which, in my opinion, has been altogether undeserved,

hus often been thrown upon the Government of India for the policy under

wluoh. it raises every year a very large revenue from salt. I shall have here-

after 10. st.ate the reasons which have satisfied me that, in some provinces of

Indm; wo lm.vc adoptod systems in rogard to the salt-revenue of a most

' ob.]eotionnble kind ; systems which have enhanced the price of salt to such an

extent, and which have rendered the obtaining of adequate supplies of salt

g0 difficult, that very serious hardship has been caused to the people. Of the

evils of those systems I have not now to speak, but I hope to state, on the
proper occasion, what the Government has been doing to remove them.

“These evils, however serious,—and no one can think them more serious
than I do,—are nevertheless evils which do not affect the propriety of the principle
of levying a revenue from salt. On this subject I should like, with your Ex-
cellency’s permission, to read to the Council an extract from a despatch which
the Government of India not long ago received from the Secretary of State.
I wish to quote this passage, not only because it expresses, as I think, with ad-
mirable lucidity and truth the principles by which we ought to be guided in
this matter, but because it will'show to the Council and to the public, in the

most authoritative way possible, the views which the Government at home and
in India holds, and on which it intends to act.

¢ I do not concur,” wrote the Secretary of State, ‘with those who speak of entertaining
& very strong feeling as to the political morality of taxing such an easily and widely produced
neoessary ‘of life as salt. The justification which has been suggested as the only one for this
iax, is the ouly justification of any tax whatever, namely, that the produce is spent for the
benefit of the people, and that it is so levied as to be as little oppressive as | possible. On all
grounds of general principles, salt is a perfectly legitimate subject of taxation. It is im-
possible in any country to reach the masscs of the population by direct taxes. If they are to
contribute at all to the expenditure of the State, it must be through taxes levied upon some
articles of uuiversal consumption. If such taxes are fuirly adjusted, a large revenue can be
thus raised, not only with less consciousness on the part of the people, but with less real
bardship upon them than in any other way whatever. There is no other article in India
anewering this description upon which any tax is levied. It appears to be the only one which
at ‘present, in that country, can occupy the place which is held in our own financial system by
_the great articles of consumption from which a large part of the imperial revenue is derived.
I am of opinion, therefore, that the Salt Tax in India must continue to be regarded as a
legntlmn.to and important branch of the public revenue. It is the duty, however, of the
(lovernment to see that such taxes are not so heavy 2s to bear unjustly upon the poor, by
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. amomﬁnsm-;&ém;xhrgew;perwntnga‘ ‘upan - their: necessary . expenditure; The best - test
-whether .an indirect; tax is open to this objection is.to be fonnd in its effect upon consumption.:

hserye that; several of  the officers whose,gpinions upon this question have been given
ers before me, found that opinion upon what they have heard, or what they have not
. waf:?f, c%mplmntau[l?ngthe Native popgll.xtio'n. But t]‘ns is n.ve.ry.u.ppa.fe g-ro\;nd

It is one of the great advantages of indireot taxation, that it is so mixed up
‘olements of price that it is paid without observation by the consumers. Even at
g:%th people are so much more generally educated, and more acoustomed to_political
réasoning; the'heavy: indirect taxes forméi'ly levied upon the great articles of consumption were
seldoni ‘Complainod of by the poor. They ‘Were not themselves conscious how severely ‘they
were “affocted “by those taxes, and how much wiore of the articles they would consume if the
duties were lower. But, whilst this poculiarity of indirect taxation makes it & most convenient
instrument of Finance, it throws additional responsibility upon all Governments which resort
to it, to bring the most enlightened consideration to bear upon the adjustment of taxes which
may. really be very heavy and very unjust, without the fact being perceived or understood by

ot

those on whom they fall.’

" «his extract from the Secretary of State’s despatch completely gxpla.ixié
the general policy which the Government of India desires to follow in respect

of this very important quéstion. ‘

“A copy of this despatch was communicated to His Excellency Lord .
Napier, the Governor of Madras, but without any intimation of the wishes of
the Government of India. The question was then taken up, quite spontane-
ously, by Lord Napier, whether the Provinces under His Excellency’s adminis-
tration might not co-operate in the great work of giving to the people of less
fortunate parts of India an ample supply of salt; in equalizing the duties ; and
in getting rid of the inland preventive customs lines whic'h now intersect the
country, and the maintenance of which involves most serious expense, vexa-
tion, and prejudice to the general frcedom of traffic. *The Govern.m_ent of
this Presidency,’” Lord Napier said, ‘is not asked to make a sacrifico Jor
a revenue-interest merely : it is asked to make a sacrifice for the welfare of
the greater number of Her Majesty’s subjects, and for the general good of
trade.’

g that the duty on salt in the Madras and Bombay Presidencies
e eight annas per maund of 80 Ibs., while in Northern India
it was three rupees, and in Bengal three rupees and a quafter, it was clear
that an increase in the duty levied in the minor presidencies might help to
facilitate hereafter the equalization of. the duties throughout India. The

reduction of thé duties now levied on this side of India to the level of those
1

. ...“Considerin
'Was only one rupe
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lovied ‘in Madra.s and Bombay was ev1dent1y, for financial reasons, altogether
unpossible

ke Bnt the first duty of the Government of Madras .was clearly towards its

own pcoplc and the first step, therefore, which it took, was to institute a care-
ful inquiry into the question; whether a moderate increase of the duty on salt
L oould bemmle ‘without hardship to the peoplc, and without danger of caus-
"mg' ) dunmutmn of consumption, or of intorfering - with the "progress of
the  altrévenuo. The elaborate inquiry which was made. satisfied the
~ ‘Government  of Madras that there would be no serious objection to imme-
" 'distely raising the price of salt by three annas & maund, and they proposed,
in the event of this change not heing attended with bad consequences, to
make subsequently a further addition to the price, of two annas more, thus
making the Government price two rupees per maund. Subscquently, on a
reference being made by the Government of India, the Madras Government
. agrecd to make the full increase at once.

. “The evidence by which the Government of Madras was satisfied that this.
norease might be made to the price of salt, also satisfied the Government of
India, and the result, pcndm" the consideration of the matter by the Leﬂ'lslnture,
was the issue of your Excellency’s Ordinance of the 4th October. I will tell the
Council, as briefly as possible, the nature of the grounds which lead us to
believe that this measure will not lead to a falling off in the consumption of salt
by the people of Southern India. If I can satisfy the Council that we have
good grounds for this belief, I shall have proved my case ; for the best, and indeed
the only, test by which we can judge whether such a tax as this bears unjust-

ly upon the poor, is (as the Secretary of State remarked in the extract which
I have read to the Council,) its effect upon consumption.

“The papers received from the Madras Government show that for many
 yeuts there has been constant and very large progress in the consumptxon of
salt, and that this progress has apparently not been affected by the increases
of duty which have, from time to time, been made. I will not quote figures
oxcept those for the last fifteen or sixteen years. They show that the average
annual qun.ntlty of salt sold in the Madras Presidency, in the four years ending
. with 1855-56, was 446,000,000tbs. . During this period the selling price of salt
was one rupee per maund. In the ten years following 1855-56 the price of
salt was increased seventy per cent., or from one rupee to one rupee eleven
annas a maund. In August 1859, the price was raised from one rupee to one
rupee two annas. In April 1861 it-was raised to one rupee six annas; in
June’ of the same year it was again raised to onc rupee “eight annas; and in
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-March:1866..it-was fixed.at.one yupee eleven annas, the price. which has been
‘maintained. ever since.. Novertheless the consumption gradually rose. from
446,000,000tbs., until in 1865-66 it amounted to 665,000,0001bs. It has con-
tinded o merease’ snce,'and"the Salt Revente 'which ir 1855-568 was £541,000,

- wax£1/010.000 i 1865-66. aad £1,110,000 in 1868:69. -

g:éﬁ;;ﬁ,gfwogmursebo admitted that there is a certain amount of risk in a
eaaure.oﬁ,ﬁng& d ; but I think that when the figures which I have just quoted
nsidgred, and when we remember the great improvements that have taken
and are still taking place in the means of internal transport, and the increass of
Wealth in’ the country, we may safely accept the conclusions at which the
Madras Government and the great majority of its most experienced officers have
arrived. I ought also to mention that these conclusions are not those of the
officers of Government alone; and I may properly quote to the Council the
opinion recorded by a mercantile firm at Madras, which deals largely in salt,
and which is directly interested in preventing any such enhancement of prico
as would tend to reduce consumption, and consequently to reduce its own
profits,  These gentlemen have given a very valusble statement of their
opinion, and I will read a portion of it to the Council.

¢ Wo commenced,’ they say, ¢ this business in July 1858, when the monopoly-price was only
one rupee per maund, and notwithstanding the frequent rise in the price of salt, we always
found the sales improving, So soon as an increase in the Government price was proclaimed,
the sale was of course checked for a time, but the public was soon reconciled to the new miril4,
and in dud course the consumption improved. *  *  * Our experience does not war-
rant any fear of a fall in consumption by an increase in the price of salt, provided it is not out
of proportion with reference to other articles of provision. Salt is a necessary of life, the same
a8 rice, which must be consumed in certain proportions to secure health, To consider then to
what extent this tax could be increased without disturbing the equilibrium in the domestic
concerns of the Natives, we must examine the rise in the cost of food-grain within the last four-
teen years ; and if we find that the public in general is m 8 po.cition to pay .fo? this necessary
of life the higher price, with greater facility than they did prior to 1856, it is safe to aamit

that, in the same proportion, the price of salt can be increased without running the risk of

reducing consumption.

nestionable fact that India is now more prosperous than it was fifteen ycars
mand for the raw produce of the country has caused, within this time, w
so that every article of produce now realizes double the
value paid for the same articles years ago. The cultivutoru benefit largely by this improve-
ment in the value of the produce of their fields, and the artizans, tradesmen, and labourers have

all'benefited by the rise in the value of the labour-market. If this were not th; ?..' we oquld
i i ile articles of consumption, and daily necesss
not expect the people to live quiet and bappy wln.le ot : m, |

ries of life, ha'v:‘l’;en selling at twice the price paid id olden times. This is how we account

e It is an unq
ago. The great de
large import of the precious metals,
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fot A0 ingrense in the consumption of salt since 1850, noththsmndmg that. the monopoly-
price has been incrensed within that time by seventy per cent. *  * If an increase in the
revonue becomes indispensablo for the better management of tho government of the country,

it Bgems to us that the rate of excise-duty fixed on salt may bo raised to two rupees- or two
“and & quartﬁr rupees per Indian maund.’

There is. another reason whith helps to support the opmlon “that this in-
. :¢rease’of duty will not check’ consumption. Even in Lower  Bengal, where the
ordli.m'y price‘c of salt is about double what it is in Madras and Bombay, it

‘canriot be n.ssertcd that the people are suffering from 1nsuﬂiclency in the supply
of” salt, or that the comparatlvcly hlgh price is a serious check upon consump-
tion. - If this be true of Bengal, the mass of the people of which are certainly
not better off than the people of Madras and Bombay, there is little reason

for fearing that an addition of a few annas per maund to the price of salt
will check consumption in those presidencies.

¢ think, my Lord, that in accepting these proposals of the Madms Govern-
ment, we cannot, as your Excellency has already observed, acknowledge too
fully the enlightened and pubhc-spmted manner in wluch ‘that Government
‘hns, of its own accord, proposed to place fresh burdens upon its own people,
with the obJect not only of relieving the ﬁmmcml necessities of the empire,
but of assisting the Supreme Goyernment to carry out hereafter the work of

equahzmg the duties upon salt, and of thus conferring a great beneﬁt on other
Indian Provinces.

»

“The Council is aware that the Government of Bombay has also agreed
to a similar increase of the duties levied upon salt in that Presidency. It will
be understood that a duty of one rupee thirteen annas per maund, the amount
proposed in Bombay, where the salt-revenue is raised under a system of excise,

is_equivalent to a selhnv-pmce of two rupees a maund in Madras, where the
. sal is manufactured by the Government.

The difference of three annas a
maund represents the cost of manufacture.
“1 canunot give for Bombay such detailed reasons as I have given for
Madras, for believing that this increase of duty will not diminish the con-
sumptlon of salt. But comndurmw the comparatively greater wealth of the
people of the Bombay Presidency, I see no reason for doubting that a proper
conclusion. has been arrived at, and that there is even less danger in the caso of
Bombay, than in that of  Madras, that .we may find hereafter that. we have
- madea mistake. I have not bLeen able to obtain satisfactory statistics of the
consumption of salt in past ycars ip Bombay, but the revenue has largely and
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“pretty steadily increased ‘from£874,000 in'1861.62, to £511,000 in 1867-68.
The estimate for'the present year was £580,000. o

-~ 1] hope, my Lord, that I have made it clear to the Council, that this
increase of the salt-duties in Madras and Bombay is not proposed simply as a
‘means of adding to our resources in the present time of financial pressure,
and that,. independently of the gain to the revenues, we hope that other and
yery, important advantages may be ultimately facilitated by it. Its adoption
will undoubtedly be a step, to some extent, towards the equalization, at some
ﬁlturetlme, of the salt-duties throughout India, and towards the abolition of
one of the most serious evils from which the country now suffers,—the Inland
Customs line, which now stretches right across India through a length of
2,700 miles, and which requires for its maintenance a host of petty officials

numbering some 16,000 men.

« At the same time, I must say for myself personally, that I have admitted
with a good deal of reluctance the propriety of the present measure. When,
on former occasions, outside this Council, an addition to the rate of duty levied
hpon salt in Madras and Bombay has been proposed, I have felt that it was
hardly right to increase the burdens which fall on the poorer classes of Southern
India for the sake even of such an important object as the equalization of the
duties thriiughoixt India, and of cheapening the salt consumed by the people of
the Bengal Presidency. I have felt that, if the state of our finances should allow,
it would-be more just to meet the cost of the necessary reforms by other means,
rather than attempt to relieve one portion of the labouring population of India at
the expense of another portion of the same class in other provinces.

« But other reasons for this increase of duty have now come into play ; for it
on account of the general necessities of the empire, to
adding to our financial resources. Under such
am satisfied that this measure is thoroughly
to my own mind on grounds of financial
I feel how valuable the ultimate results of
when financial considerations may

has become necessary,
take every practicable means of
circumstances as the present, I
right ; and while I mainly justify it
necessity of an imperial character,
this measure may be in helping us hereafter, nan ’
allow, to confer a great benefit upon the people of this side of India.

« When the Railways through R4jpitdna and to the Balt Mines of the
Panjéb are completed ; when we obtain the benefit of the great development
of the supply of salt from the Sambhur Lake, to which we are now looking

forward, and for which we have to thank the enlightened policy of our Hon'ble

colleague in this Council, His Highness the Mahdrdjd of Jayptr; when the
m
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local manufacture of salt in Oudh and in the No:th-Westem Provinces is
properly established ; when these and’other measures are carried out, and there
has beon full time for them to produce their complete effect, we may hope thatit
may become practlcable, and, indeed, that it may become ﬁnancmlly profitable,
to rcduce the duties upon salt in this Presldency and to assimilate them to

~the dutles 1mposed in Madras and Bombay. But on this part of the sub-

. jeot I’ wﬂl not now take up more of the time of the Councxl because I shall
find & more appropriate opportunity for explaining the views and expecta.tlons
of the, Government, in relation to these matters, when I have to introduce the
..Bxll for regulatmg the local ma.nufacture of salt in Northern India.

“I have said nothing of the probable increase of revenue which this
measure will give us, because my Hon’ble friend Sir R. Temple has already
said all that is necessary on this part of the subject.”

The Hon’ble S1r RicHARD TEMPLE said that, at this late hour, he did not
intend to take up the time of the Council, except to express his concurrence
in the measure proposed by the Hon’ble Mr. Strachey. Certainly he (Siz
Ricearp TempLE) for one had felt that the existing differential rates of duty
between Bengal, Madras and Bombay were quite indefensible and could not be
maintained. - Knowing what he did of the population of various parts of India, he
deemed it unreasonable that the people of the Madras and Bombay Presidencics
should pay a duty on salt of only one-half of what was paid in the North-Western
Provinces and the Panjéb, and less than one-half of what was paid in Bengal.
The people of Madras and Bombay, generally speaking, were quite as well
off as those in Northern India and the Provinces of Bengal Proper. He did
not say that the duty in Madras and Bombay should be raised up to the rates
paid in Bengal and the North-West ; but we should endeavour as far as possible

to reduce the mcquuhty ; and he was glad that the present financial difficulties
shorld have caused one step to be taken in that direction.

He concurrod also as to the obJectmn to maintaining the lengthy line of
Customs frontier in. the central part of India. But in order to do away with
that Customs line, there would be a necessity to'raise the duties even hwher
than what was proposed today.

Major General the Hon'ble S1R HENRY DuRrAND said that, on a ‘former
occasion, when tho question of reducing the duties on salt in the Bengal Presi-
dency was under consideration with the late administration, he opposed the
measure, not because the reduction of duty contemplated was, in his opinion,
an unimportant measure, but because our finances were not then, in his opinion,
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in‘&fstgj;é;toii admitvofasuoh-;a:reduction.~ He though .
b-8tate to; adt ~-8U0h -& reductia ‘thought that the present state of
oupﬁnq.nces [proved. that. he was. quite right. = pres

< He'had . always entertained a very strong foeling against tho efpodiency

Vi .

2. T ﬂglgﬁnythmg mOre in the shape of a salt-duty than could possibly
. be AT &Feg,;‘% tho. necessities of the State were the only possible excuse

 duties which pressed on an article of daily and indispensable con.
the people. |

e v.'.‘l‘].ié"’proposal before the Council ‘had, however, his concurrence, becauso ho
thought that the imposition of the small additional duty could not materially put
any great burthen on the people. He was under the conviction that the Madras
ryots wore better off than the Bengal ryots. He was also under the impression
that the same might be asserted of the Bombay ryots, though he had not trust-
worthy data to prove the opinion which he entertained. The ryots of both those
presidencies were at least on & par with, if not superior to, the condition of the
ryots in the North-Western Provinces. He felt therefore that, when the neces-
sities of revenue demanded peremptorily an increase, such & measure as was
proposed was justifiable, although he viewed with extreme jealousy every addi-
tional burthen laid on the agricultural population of this country. He did so,
not only with respect to their own welfare, and the progress of India, but also
with regard to our position in this country and to the intimate connexion of the

welfare of England with that of India.

‘With an industrious and not unintelligent population of many milliong—
with an immense area of most fertile land—with climates of such great
variety, that not only all tropical produce, but also every kind of cereal and
-even the products of the temperate regions, were yielded in abundance—with
great natural resources in minerals,—the one great difficulty which the country
from the vastness of its size had to contend with, was the great distances which
produce had to traverse before it could reach the coasts, and the imperious condi-
tion which this entailed that the cost of produce should not be enhanced by dear
labour. The wealth of India depended in a great measure on the price of labour.
Cheap labour was almost an essential condition of success. It wps, therefore, in
his opinion, of enormous importance, not only with reference to itself, but
also to the requirements of England and its commerce, that the Qovement of
India should, as far as might be in its power, keep down and not increase the dif-
ficultios which beset the agricultural classes of India when comp.etm'g with forcign
nations under the disadvantage of tho long lines of comm.umcatxon by which
the produce of the cmpirc could alone reach the coast and its harbouss,

’
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 $till, when the neccssities of administration demanded it, as they now did,
and vigorous efforts had to be made to restore a financial equilibrium between
receipts and expenditure, a measure of this kind appeared to him abundantly
Justlﬁabfe, and was one which he could cordially support.

- The Hon' ble Mz. TayLor said he had not intended, when he came to the
Commll today, to offer a word of remark on the Bill to enhance the price
of. Salt in the Presidencies of Fort Saint George and Bombay. - He was aware
that‘ the Governor of Madras, with the concurrence of His Excellency’s
Council and of other local authorities, had himself come forward and proposed
the measure ; and he was prepared, in ‘view of the financial position of the
empire and for the other reasons placed before them in detail by Mr. Strachey,
to support, without comment, the motion of his Hon'ble friend. After
what had fallen from their Hon’ble colleague, Sir Richard Temple,
he felt bound, however, to say a few words. It was not his (MRr. TAYLOR’S)
purpose to argue the question whether the condition of the rural popula-
tion was generally better in Madras and Bombay than in Bengal and Northern
India; in fact, he was quite ready to admit that the ryots of Southern
and Western India were, as a rule, more wealthy and more prosperous
than the ryots of Bengal. Without the fullest information as to details, it was
impossible to discuss with advantage so large and important a’ questlon as
this,—the comparative ability of the people of different parts of the empire to
bear any particular form of taxation. There were many circumstances to be
taken into consideration before it could be said, with any approach to certainty,
that because a certain tax of such and such an amount was paid in Madras,
therefore it might as easily and as safely be levied in Bengal, or vice versd.
_In tho case of salt, it might be said with much truth and fairness, that the
_ryots of the south. pay a higher land-revenue per acre, and were subject to
- numerous local cesses of various kinds from which the ryots of ‘this part of
. Ind’a were exempted therefore, to raise the price of their salt to the Bengal
standard would be both impolitic and unjust. Of course, there were other con-
siderations, telling, perhaps, both ways, upon which it would be unprofitable to
enter now. After all, the real test of the policy of any measure for the en-
hancement gf the salt tax was, its effect upon the consumption of the article.
If it be foun&‘ that consumption had gradually increased, in spite of periodical
additions to the rate of duty, that was primd facie proof that the duty was not
yet too high. | But he was very strongly of opinion that the point might be
reached, and had nearly been reached as regards Madras, beyond which they
could not safely go without risking a diminution of consumption and a conse-
quent falling off in the revenue. In all their previous discussions on this
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question, .a8.his Hon'ble colleagues in the Exequtive Council were aware, he
had steadily,resisted the proposal to increase the rate of salt-duty in Madras,
ngt ~only. for .the .above. reasons, but mainly on the ground that, even with the
present comparatively low. duty, the rate of consumption per unit*of. the
_population was still below the minimum which was considered essential to
llenlth /in “other’:countries. He gave way on the present occasion, because the
propasal' was*supportéd by the highest local authority, and in the hope that
it'might prove''on- the whole successful and beneficial. He did so with the
lesé reluictance, because he believed that any approach to an equalization of the
salt-duties’ of the north' and south must lead to the abolition of the long
Customs line throughout Central India, the disastrous effect of which upon the
trade and prosperity of this country was indisputable, and the existence of
which he had always considered to be a blot on our administration.

8o far, however, from agreeing with the opinion expressed by his Hon’ble
colleague, Sir Richard Temple, he hoped the day was not far distant when it
would be found practicable to reduce the salt-duties throughout the whole of
the empire to the level which now obtained in Madras and Bombay.

His EXCELLENCY THE PRESIDENT said :—* I must remind the Council, as to
this question of salt, that all our action in relation thereto must be guided
mainly by the state of our finances. '

« It may be thought by the public from what has been said today, that the
Government have come to a definite conclusion as to the amount of duty that
ought to be levied throughout Indin on this article of prime nocessity. I
should be sorry if so erromeous an opinion were held, . and,. gpmkmg
generally, I fear that, looking to our present necessities, therfa is no immediate
prospect of our being able to make any very large reductxc?n in the present

duty levied in Bengal and Northern India.

“The question is one of great importance. It must enter into the calcula-
tion and consideration of all matters connected with Indian economy; but
seeing that such & very large sum is raised from the duty, and also that the
ly for some time exist, I fecl it my duty to'ex-

financial pressure may probab
press my opinion that an immediate lowering of the duty on salt to the amount

now raised in Bombay and Madras is not likely to be found practicable.

t has been said as to the evils of the present system,
"ble Mr. Strachey’s remarks as to the Customs line.
n

« I agree in much tha
more especially in the on
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In all our financial considerations, we should kecp this subject in mind with
a view to its reduction and ultimate abolition. The measures now before Coun-
¢il will, it is to bo hoped, tend in that direction, and will be the first, step towards

tho destruction of a system in favour of which there is hardly anything to be
said.

. o I lxwrtlly concur in tho remarks which haye been made with regard to
our collaague, His Mighness the Mahdrdjd of Jaypdr. I happened to be

“'_pqrqona.lly acquainted with all the transactions that took place at Simla with
‘regard to the agreement entered into with His Highness as to the Sambhur salt-

irlake, and I have' great pleasure'in saying that His Highness came to the con-
sideration of the subject with an evident and a sincere desire to deal with it:in
a spirit of justness and fairness; and I may add my hopes that the arrange-
ment come to will not only be in the end profitable and honourable to the
Jaypir State, but that it will also confer great and immediate advantages
upon many thousands of the subjects of Her Majesty.”

The Motion was put and agreed to.
* ALIMENTARY SALT (N. W. P., &.) BILL.

The Hon’hle MR. STRACHEY asked leave to postpone the introduction
of the Bill to provide rules for the manufacture, stormo and sale of alimentary

Salt in the North-Western Provinces, the PunJé.b Cudh and the Central
Provinces.

Leave was granted.

RAILWAY BILL.

The Hon’ble MR. STRACHEY also moved that the Hon’ble Messrs. Cockerell

and Gordon Forbes, Colonel the Hon'ble R. Strachey and the Hon'ble

. M Chapman be added to the Belect Committes on the Bill to amend Act
No. XVIII of 1854 (rclating to Railways in India).

The Motion was put and agreed to.

.  CONTRACT BILL AND NEGOTIABLE INSTRUMENTS' BILL.

The Hon'ble Mr. StrACHEY also moved that the Hon'ble Messra. Cowio
and Bullen Smith be mlded to the Select Committees on the following Bills :—
\
To define and amcnd tho law relating to Contracts, Sale of Moveables,
Indernity and Guarantee, Bailment, Agency and Partnership.
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To.,define.and. amend .the . law .relating to Promissory Notes, Bills of Ex-
..shange and Cheques

"The Motion ‘was put and agreed to.
The following Select Committees were named :—

On the “Bﬂl to enha.nqe the duties leviable under the Indian Income Tax
'Act—ThQ,;ﬂan'ble “Messrs. Cockerell, ‘Gordon Forbes, Cowie, Chapman and
‘Bullén’Bmith and the Mover,

On the Bill to enhance the price of Salt in the Presidency of Fort S;int
George and the duty on Salt in the Presidency of Bombay—The Hon'ble
Sir Richard Temple, the Hon'ble Messrs. Cockerell, Gordon Forbes and

Chapman and the Mover. )
The Council then adjourned to Friday, the 26th November 1869.

.

WHITLEY STOKES,
Secy. to the Council of the Govor. Genl.
Jor making Laws and Regulations.

CALCUTTA,
The 19th November 1869.

Oftice Bupdt. Govt. Pricting.—No. 834 L. C.~25-11-00.~180,





