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Abstract of the Proceedings of the Council of the Governor General of Iudia,
assembled for the purpose of making Laws and Regulations under the pro-
visions of the Act of Parliament 21 § 25 Vie., cap. 61.

The Council met at Government House on Thursday, the 15th March 1877.
PRESENT:
His Excellency the Viceroy and Governor General of India, 6.M.S.I.
presiding.
His Honour the Licutenant Governor of Bengal.
Major<General the on’ble Sir II. W. Norman, E.c.n.
The Hon'ble Sir Arthur Hoblouse, Q.C., K.C.S.I.
The Hon’ble Sir E. C. Baylcy, K.c.s.1.
The Hon’ble Sir A. J. Arbuthnot, x.c.s.1.
Colonel the on’ble Sir Andrew Clarke, R.E., K.C.M.G., C.B.
The Hon’ble Sir J. Strachey, £.c.s.1.
The Hon'ble T. C. Hope, C.S.1.
The Hon’ble D. Cowie.
The Hon’ble Mah4rdji Narendra Krishna.
The Hon’ble J. I. Bullen Smith, c.s.I.
The Hon’ble F. R. Cockerell.
The Hon’ble B. W. Colvin.
The Hon’ble R. E. Egerton, c.s.I.
The Hon’ble Mah4rdji Jotindra Mohan Tagore.

NORTH-WESTERN PROVINCES LOCAL RATES ACT, 1871, AMEND-
MENT BILL.

The Hon’ble Stz J. Stracmey moved for leave to introduce a Bill to
amend the law rclating to assignments from the general Provincial Fund
established under the North-Western Provinces Local Rates Act, 1871. He
said—

FINANCIAL STATEMENT.

«My Lorp; For the first time since 1872, a Statement regarding the
ananccs of British India is made beforc the public, and in this Council.
During the last five years, no legislation has been proposed in connection
with the Budget, and, under those circumstances, no Statement could have
‘been made in the Legislative Council, without infringing the provisions of
the Act of Parliament by which the Council was constltutcd the Govern-
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ment is glad, on the present occasion, to be able to return to the practice
which formerly prevailed,

«1 do not, however, propose to submit to the Council the whole of the details
‘which explain the accounts of the Revenue and Expenditure and Receipts and
Disbursements of 1875-76, and the Regular Estimates for 1876-77. They are more
than usnally voluminous ; and it scemed desirable to keep them separate from my
present Statement. The first ycar for which your Excellency as Viceroy is finan-
cially responsible, is now about to commenee, and this is the first opportunity
which I have myself had,since I assumed my present office, of stating the opinions
which I have formed : the time is especially fitting for making the examination
of our existing financial position, and of the operations of the past and the pre-
sent year, as complete as possible: but I could not do this without entering into
a mass of details, which, however valuable and interesting they may be, would be
out of place, and sometimes hardly intelligible, in a statement made orally to this
Council. I have, therefore, thrown them into a separate Minute: it has been
publisbed tc-day, and it is now in the hands of the Members of the Council
in it I have endeavoured to give the fullest information in my power regarding
the Accounts and Estimates of the two years which are now about to close. I
propose to give to the Council a brief summary only of some of the main results
which that Minute shows, and to confine myself now for the most part to an
explanation of the Estimates of the coming year; to a statement of the
facts necessary for a clear understanding of our present position ; to noticing
some of the more important principles by which the Government of your
Excellency proposes to direct its future financial policy; and to describing the
measures by which we hope to improve the existing cordition of aﬁ'au S 3
some of those measures will require the sanction of this Council.

I must, before going further, quote from my Minute an explanation
which is there given at greater length. ¢The Abstract Statements of the
Accounts of the Revenue and Expenditure of 1875-76 and the Estimates of

1876-77 and 1877-78 differ in form from the Statements prepared during the
Jast seven years.

¢ ¢ From the 1st April 1871, the Government of Lord Mayo entrusted to the
management of the Local Governments and Administrations certain important
services, with Consolidated Allotments from the Imperial Revenues for their
support, and the revenues connccted with these services were, at the same time,
surrendered for provincial uses. It was thought inexpedient to retain in the
Imperial Accounts and Estimates the details of the revenue and expendi-
ture thus made over to the Local Governments: accordingly, since 1871- 72,
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these transferred IIeads of Revenue and Expenditure have been excluded
from tho Gencral Lstimates and Accounts, the whole transactions respecting
them being represented there by a single net entry under the head Allolments
Jor Provincial Services. The details thus omitted have been published in
subsidiary Statements, and cach Local Government has given due publicity
to its own Provincial Estimates and Accounts.

“¢The Government of India now sces rcason to regret the method then
cmployed, because, by this method, figures of interest and importance are
relegated to subordinate Statements; the General Accounts and Estimates
become incomplete; and the character of the arrangements Dbetween the
Imperial and the Local Governmenis is not truly represented, nor their
operation sufliciently illustrated. The Government of India has, therefore,
resolved to re-introduce into the Imperial Accounts and Estimates all the
dctails omitted therefrom since 1871-72.  Thus, henceforth, any one desiring
to ascertain the gross revenue and cxpenditure of Dritish India, under the
several recognised Ilcads of Account, will bo able to do so from the General
Accounts and Estimates. It secms to me that this will be an advantage,
and that the re-combination of the Accounts of the Imperial and Provincial
Governments into one Imperial Account, will make the whole more intelligible,
and enable both the Government of India to control the Revenue and Ex-
penditure, and the public to criticise the Accounts, more effectually than
heretofore.’

“I have one morc preliminary remark to make. I ask the attention of
the Council to the obscrvations made in my Minute, regarding the use of
Pounds Sterling in our Accounts and Estimates : for the reasons there given,
I came to the conclusion that it was better to state all the figures in Rupees; and
I have done this in my- detailed review of the Accounts of 1875-76 and of
the Regular Estimates of 1876-77. In spite of tho apparent incousistency, I
shall to-day usually speak to the Council of Pounds sterling, on the old as-
sumption that the English pound is equal to ten rupees, because I shall thus
make myself more readily intelligible to my audience; and, as the figures which
I shall have to give will, for the most part, represent estimates only, cxact
accuracy is less important: it must, however, always bo borne in mind that,
when I speak of Pounds sterling, I amn really using a conventional term
of account, and that the Pound sterling of my Statement means ten rupees,
a very different thing from the English pounrd.

“The Accounts of 1875-76 show a surplus on the ordinary account of
£1,668,882. If the extraordinary expenditure on Public Works be included, this
surplus becomes a deficit of £2,601,740.
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« Tpn 1876-77 a deficit is expected on the ordinary account of £2,278,300.
Including the extraordinary expenditure, the deficit is . £6,078,300. Tho result
on the ordinary account is worso than the original estimate by £2,422,300.
This is due to. the famine in Madras and Bombay, which is now expected
to cost in loss of revenue and in dircct expenditure £5,250,000. Of this sum,
£3,100,000 belong to 1876-77, and £2,150,000 to 1877-78. If there had been
no famine, there would be a surplus on the ordinary account of £624,800
which exceeds the original estimate by £480,800.

« T come now to the Estimates of Revenue and Expenditure in 1877-78, and
the Ways and Means whereby it is proposed to make provision for the service
of the year.

¢ We estimate that the Revenues of 1877-78 will amount to £52,192,700,
and the Expenditure to £56,442,400. Thus we expect a Deficit in 1877-78 of
£4,249,700, of which, however, £3,625,000 has been granted for the construc-
tion of Extraordinary Public Works. Excluding this outlay, we expect a
Deficit on the Ordinary Account of £621,700. We estimate the cost of the
Famine in 1877-78 at £2,150,000. '

“Thus it appears, primd facie, that, but for the Famine, our Estimates
would show a Surplus of £1,628,300. I am obliged, however, at once
to dispel the flattering impression that might be gathered from this state-
ment, by the observation that one of the indirect consequences of the
Famine is the reduction of the entry under the adjusting Head ZLoss by
Exchange by an amount which I cannot estimate at less than £700,000 :
there would, however, be a set-off to this, if there were no Famine, in a
lower charge for interest by perhaps £100,000: thus I am led to think
that, but for the Famine, our Estimates, as they stand, would have shown a
surplus of £928,300. But this really represents the facts in too favorable
a light, because the Expenditure on Extraordinary Public Works includes
a sum of £1,206,300 to be spent on works which will not be remunerative, and
which, as I shall explain further on, ought, therefore, in my opinion, to be looked
on as ordinary : if these charges had been so treated, the estimated Surplus
of £928,300 would have been converted into a Deficit of £278,028. It will also
be seen, immediately, that I am estimating Opium at net £250,000 more than it
was estimated for the current year; and also that the causes of apprehension in
regard to the value of silver are, unhappily, by no means removed.

« Still, making all allowances, thesegeneral resultsare decidedly encouraging:
the expenditure on unremunerative public works has never been hitherto treated
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as an Ordinary Charge; and it is highly satisfactory that the Estimates of the
year should give us reason to believe that our income will not only cover the
whole of the charges which have always been classed as Ordinary, but will go
far towards paying for those great public works which, although required
for the service of the Empire, are not expected to bo directly profitable.

¢ The Famine is, altogether, so scrious a disturbing cause, that it scems
hardly worth while to make general comparisons ; however, I place together tho
Revenuc and Expenditure of the three years as follows :—

Excluding Exclading Public
Reveaues.  Expenditure.  Deficit. Public Works Extra. Works Extrnordi-
ordinary. nary and Fumine.
£ £ £ £ £
Surplus.
1875-76 ... T 62,516,789 65,117,536 2,601,747 Surplus 1,668,682 2,177,437
1876-77, Regular Estimate 51,206,700 67,285,000 6,078,300 Dechicit 2,278,300 624,800
1877-78, First Estimate... 62,192,700 56,442,400 4,249,700  Deficit 621,700 928,300

“I. Land Revenue,showsan improvement, compared with the Regular Esti-
mates, of £934,500, but is still below the Original Estimates of 1876-77 by
£141,400. Elsewhere than in Madras and Bombay, there is a small im-
provement of £3,300 compared with last year’s Estimates: the loss, there-
fore, is entirely caused by the Famine, which is expected by the Local Govern-
ments to affect their Land Revenue adversely, in 1677-78, by £495,100.

“IIL Tributes.—Compared with the present year’s Original Estimates, the
decrease is only £2,100, which is owing to the postponement of the Nawanagar
Tribute in Bombay on account of the Famine.

« ITI. Forest, shows a decrease of Revenue, compared with the Regular
Estimates, of £32,800, and a decrease of charge amounting to £20,600:
the decrcase of Net Revenue is thus £12,200. It occurs in Burmak,
where we cannot depend upon a continuance of the high Revenue of the

pi'esent year.

«IV. Excise.—The increasc of Revenuo (£74,200) is due partly to the
arrangements made with Local Governments, whick I shall presently describe,
whereby an increase of £15,000 is guaranteed to the Imperial Treasury
in Bengal, the North-Western Provinces, and Oudh; but chiefly to the
expectation that the ZFzcise Revenue will not suffer in 1877-78 from the
Famine so much as it is expected to suffer ir 1876-77: the increase com-
pared with the Original Estimates of 1876-77 is only £306,700; which'is not

nearly equal to a full year’s normal growth of the revenue under this Head.
B
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« pI. Qustoms.—The small increase of £17,700 is in Burmah, where
the Revenue is, this year, unusually low, owing to the export of rice being late.

« PII. Salt—Following the usual custom, -I do not propose to estimate
any increase of Salf Revenue.

« YVTII. Opium.—The recent Estimotes under this important Head have
bLeen for net round sums, as follows :—

Millions.

1874-75 ... .. b}
1875-76 ... ... 53
1816 77 . 6

«The details of the Estimates have,in fact, been adjusted to the total Net
Estimate, instead of the Estimate being based upon the dctails. The actual
Net Revenue obtained in past years seems to me to justify the expectation that
we shall receive ut least (net) £6,250,000 in 1877-78; and I have entered
this sum. I am aware that it is important to those engaged in the trade to
know the number of chests of Bengal Opium that the Government intends to
sell in future; and that, at the present moment, a peculiar interest attaches to -
the intentions of the Governmert, owing to the large reserve of 35,315* chests
which it already possesses, with the prospect of another good crop this year.

¢ This reserve has been accumulated in the pursuit of a policy long ago
deliberately adopted, the object of which was to enable the Government to
make the supply of Bengal Opium to the market as far as possible steady, and
independent of calamities of season. The great crop of 1876 has placed the
Government in a position to obtain this object earlier than there was any
reason to expect; and we bave been, for some time past, engaged upon an
enquiry what number of chests we can, bhereafter, offer to the market with-
out risk of failure and without objection in other ways. It has been, once
again, satisfactorily ascertained by the independent testimony of the Revenue
Officers, that the cultivation of the poppy is a source of prosperity to the
‘agricultural population in Behar and the North-Western Provinces, and
is' popular with them, and that it does mot tend to any objectionable
consumption of the drug by them. But the enquiries necessary to enable
the Government of India to determine its permanent policy are not quite
completed ; and I regret that I can say, at present, nothing more definite
than that, in the calendar year 1878, the Government will certainly not sell less

Chest:.‘
® Behar ... .. 18,087
Benares ... .. 17,228

TorAL .. 35,315
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than 50,000, or more than 54,000 chests of Bengal opium. We shall not leave
the market in uncertainty as to our intentions for a day longer than is ab-
solutely necessary.

“I1X. Stamps.—1It is usual to estimate no increase under this Head, although
a normal increase is to be expected: the incrcase of £32,400 which I enter
to-day, is the consequence of the engagements with the Local Governments
of Bengal, the North-Western Provinces, and Oudh, which I shall prescntly
describe, and is guaranteed to tho Imperial Treasury by these Governments.

«X. Mint.—The net revenue from the Mints is estimated to be about the
same as this year, the decrcased receipts being counterbalanced by decreased
charges.

“XI. Post Office shows an increase of Revenue, £22,100, and a rather
larger increase of charge, £30,600: this occurs in England, and is chiefly
for the manufacture of the half-anna envelopes, the popularity of which is so
grcat that we have been umnable to supply the demand for them: the Go-
vernment of India was aware that the concession of a labelled envelope for
the price of the label only was a substantial reduction of the rate of postage:
we may be well satisfied with the complete success of this measure, which will,
I doubt not, eventually affect the revenue favorably.

“ XII. Telegraph.—The provision forjthis Service is £180,000 net: the
Telegraph Department would have been very glad of a larger grant; but we
could not, under the circumstances of the year, supply it: it has been arranged,
however, that if the Revenue should, asis not improbable, grow during the year,
the excess may be added to the grant for expenditure; in other words, we have
made a quasi-contract with the Department for a net grant of £180,000 for
the year.

“ XIX. Gain by Exchange.—~The decrease of £74,800 follows the decrease
in the Revenue from the Guaranteed Railways, which I shall presently
explain,

« XX. Miscellancous.—The Regular Estimate contains an item of £49,5600
for premium on Government shares sold to the Bank of Bengal : this will not be
repeated; sundry cxceptional receipfs in England also are not expccted to
recur : hence the decrease of £97,900 under this Head.

« Public Works Ordinary Receipts—Of the increase (£65,400) £18,000 is
in consequence of a contract to supply the Great Indian Pcninsula Railway
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with 86,000 tons of coal from the Warora Oolliery at Rs. 5 a ton. The
rest is in Bombay, the Government of which Presidency has resumed for Pro-
vincial purposes certain tolls on roads estimated to yicld £68,348, which have
hitherto been recorded under Local Funds.

¢¢ Irrigation.—The improvement of £50,900 under Irrigation is the ordi-
nary growth of this source of Revenue.

¢ Provincial Contributions are expected to produce £415,100: of this, the
sum of £874,700 is contributions from the Governments of Bengal (£274,700)
and the North-Western Provinces (£100,000) in discharge of the responsibility
which, as I shall presently explain, the Government of India is about to impose
upon them for the interest on the capital expended on Extraordinary Public
Works : the Balance (£40,400) is the estimated draft upon separate provincial -
Resources in support of the Services administered by the Local Governments.

¢« Including a further grant of £25,000 to Burmah, the.Balances of the
ZLocal Governments are expected to increase by the net sum of £69,100.

“ On the EXPENDITURE Side, the sum of £101,700 has ‘been retrenched,
as will presently be explained, from the Grants to be made over to the Govern-
ments of Bengal, the North- Western Provinces, and Oudh, for the additional
Services to be entrusted to them. This retrenchment has been pro formd

thus shown in the Estimates; but the Local Government may redistribute
it at their discretion—

Bengal. N. W. Provinces. = Oudh, ToTAL.

£ £ £ £
Land Revenue ... 5,000 5,000
Law and Justice . 10,000 5,000 15,000
Police . ... 20,000 20,000
Education s .. 4,000 . 4,000
Stationery and Printing ... 5,000 5,000
Public Works ... 20,000 9,400 29,400
Balances Decreased 16,000 7,300 23,300
Torar ... 59,000 35,400 7,300 101,700

“ Interest shows an increase of £235,800, which will be explained by the
proposed loan operations of the year.

¢ The satisfactory decrease of £26,5600 under Inferest on other Accounts,
is owing to the relief obtained by the Treasury from the charge for interest
upon the Guaranteed Railway Revenue Balances; the Government of India
had never admitted the right of the Companies to this interest: Her Ma-
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jesty’s Government have acknowledged the force of the arguments uscd by
the Government of India; and the Railway Companies have acquiesced in the
withdrawal of the privilege. The charge was only real when the Com-
panies earncd surplus Revenue; in other cases, it went to swell tho Net
Traffic Earnings made over to the Government of India towards mecting the
Guaranteed Interest, and so diminished the net charge upon the Revenues for
that item ; therefore, inits bearing upon the Estimates of the year, this saving
must be taken in connection with the estimated charge for Guaranteed Interest,
less Net Troffic Receipts, which must show some corresponding increase. The
measure is, however, calculated to save at least £6,000 a ycar.

“3. Refunds and Drawbacks.—The Imperial portion of this Grant is always
fixed at £300,000; the increase of £16,000 is the amount nccessary to make
up this sum.

“4. Land Revenue.—The decrease of £20,600 is owing to the completion
of settlements, and the retrenchment of #£5,000 in the North-Western
Provinces.

¢ 8, Salt.—The increase of £32,200 is nominal, the decrease in 1876-77
having been casual: it occurs chiefly in Madras, to provide for petty con-
struction and repairs omitted this year.

« 14. Administration.—The decrease of £36,000 is estimated in the hope
that the expenditure in 1876-77 may prove to have been abnormally high:
the amalgamation of Oudh and the North-West Provinces has causcd some
saving under this Head.

« 15, Minor Departments.—The excess of £9,600 is for Chinchona opera-
tions in Darjeeling.

« 16. Law and Justice.—The excess of £37,300 would have been £52,300,
but for the retrenchments in Bengal and the North-Western Provinces: the
excess is to some extent balanced by excess receipts (£34,400) : the remainder
is for a large increase to the establishment of Law Officers in Bengal, the result
of the recommendations of an influential Committee under the presidency of
our colleague Sir Arthur Hobhouse, which recommendations have been ap-
proved by the Secretary of State for India.

¢ 17. Police.—The decrease of £22,400 under Police is owing to the pro
Jormd exhibition under this Head of part of the retrgnchment from the
Government of Bengal : that Government may, possibly, effect the rctrench-
ment in some other way.

18. Marine.—There is a decrcase of £21,700, which is partly counterba-
lanced by a decrease of £6,700 under Receipts. :

(o]
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'«19, Education.—Including the grant for Education from Local Funds (net
£274,000) the net expend1ture ‘on education is estimated at £913,400.

“ 20, .E'ccleszaatwal —Adding the Grant under this Head in the Army
Estlmates, the total Grant for Ecclesiastical Services is £196,600.

« 91, Medical.—The increase of £6,500 is almost entirely in the Provincial '
'portion of this Grant, and does not, therefore, require explanation: adding
the Grants for Medical Services in the Army, net £324,300, and from Local
Funds, net £93,500, the total estimated expenditure under this Head in
1877-78 is £1,016,400.

« 22, Stationery and Printing.—The excess of £49,000, notwithstanding the
retrenchment of £5,000, is in the Provincial portion of the Grant; it is evident
" that the expenditure in 1876-77 has been unusually low.

¢ 23, Political Agencies.—The expenditure connected with the assumption
of the Imperial Title in 1876-77 explains the decrease of £137,100 in
1877-78. 1In the review of the Regular Estimates for the current year, in my
separate Minute, I have shown that the total charges incurred throughout the
whole of India on this account, under all heads, will probably not exceed
£100,000: the exact net cost of the Delhi Assemblage cannot now be stated,
but, according to an estimate lately made, it will be about £50,000: consi-

dering the great political importance of the event, I think that this ex-
penditure was very moderate. .

' ¢ 26. Superannuations.—The excess of £12,200 is for themost part in

England, where the payments on account of the Military Funds and of the
annuities of Covenanted Civil Servants are still increasing.

¢ 27. Loss by Exchange.—1] have already said that the large diminution
under this Head is connected with the loan operations of the year. The estimate
here is that the Secretary of State will raise 12} millions Sterling by Bills for
Rs. 13,85,00,000: any one can, of course, calculate that these figures involve an
estimate that our Bills will yield 1s. 9-23d. the rupee; but it is uncertain how
much will really be drawn ; and the estimate is not intended to indicate that the
Government expects that its remittances will be effected ‘at. any particular rate.
Either by bills, or by borrowing, the Secretary of State must get £16,000,000
for the Home Treasury in 1877-78 ; and I cannot say, with certainty, how much
he will raise by bills and how much by borrowing.

¢ The rate for the adjustment of transactions with the Imperial Government

and of furlough allowances and family remittances during the year is fixed at
1s. 93d.
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¢ 28. Miscellaneous.—The expenditure on account of the visit of His Royal
Highness the Prince of Wales, which is recorded in the Accounts of 1876-77,
will be absent in 1877-78: this is the chief item of the decrease of £40,100
under this Tead : the remainder is in the provincial portion of the Estimates.

¢ Famine Relief—Is expected to cost £486,000 less in 1877-78 than in
1876-77. I have given in my review of the Regular Estimates for 1876-77,
in the Minute now before the Council, details showing the estimated charges
for the famine in the current and in the coming year. The gross estimated
cost is £3,735,400 in Madras and £1,809,700 in Bombay, making a total of
£5,646,100, of which £2,209,100 is loss of revenue and excess cost of army
supplies, and £83,336,000 is direct expenditure on measures of relief. Deduct-
ing the estimated addition to the earnings of the railways, consequent on
the famine, the total estimated net cost of the famine is £5,250,000, of which
£3,100,000 will fall on this year, and £2,150,000 on 1877-78.

¢ The Army shows no improvement in 1877-78 as compared with 1876-77 ;
but, on the contrary, an increase of net charge amounting to £49,5600. 'The
other items in the Statement which I have explained in the review of the
Regular Estimates for 1876-77, in the Minute now before the Council, are,
however, more favorable; and the true net cost of the Army, according to
that Statement, will be £145,907 less in 1877-78 than in 1876-77. I have
entered at some length in that Minute into the question of Army expenditure,
and have shown how extremely serious the question is.

« Public Works Ordinary.—The decrease of £70,000, as will be apparent
upon reference to the Table given in the review of the Regular Estimates, is

partly nominal, and partly in the Irrigation Grant.
“The entire Grants for expenditure on Public Works in India during

1877-78 aggregate £11,489,774, as follows:—

At Howe, In India. Total, converting Poundsin.
to Rupees at the average
rate of excbange for the
year.

£ Rs. Ra.

Public Works Ordinar; 102,700  3,86,69,000 3,98,30,139

Less Receipts 18,100 18,14,000 20,18,641

Net 84,600  3,68,55,000 3,78,11,498

Net grant from Local Funds 1,37,57,000 1,37,57,000

Public Works Extraordinary . 734,500  2,89,35,000 3,72,39,347
Guaranteed Railways ; Current Account;

as caleulated in my separate Minute 1,39,24,964 1,39,24,964

Ditto Capital Expenditure 747,200 —12,83,000 71,64,934

Loans to Public Bodies... 50,00,000 50,00,000

Total 11,48,97,743

———
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« State Railtoays show a net improvement of £87,600, the Net Revenue of
the year being estimated .at £191,800, a satisfactory improvement : as I have
shown in reviewing the Regular Estimates for 1876- 77, the growth of the
revenue from these lines is highly encouraging.

« Land and Supervision.—Decrease, £13,200: this item must now diuﬁnish
as the Guaranteed Railways approach completion : but the charge for Supervi-
sion alone is upwards of £50,000.

“The Guaranteed Interest payable by the Government is expected to in-
crease by £580,700, and the Gain by Exchange to diminish by £74,300;
altogether the Estimate for 1877-78 shows a burden of £610,700 in excess
of that of 1876-77. The true burden is, as I have shown in my remarks upon
the Regular Estimates, £1,392,496, and the true excess, owing to a more
favorable estimate of exchange, only £443,260. Some portion of the decrease
of the Net Traffic Earnings is nominal: the half-yearly Accounts of the
Railway Companies are made up on the 30th June and 81st December, whén
any surplus found due to the Companies is paid to them: but the Finance and
Revenue "Accounts of the Government of India do not, in this respect, follow
the contracts, but record the transactions of the financial year: thus the
‘Estimates which I have presented for 1876-77 include all the earnings of
the Railways to the 31st March 1877. Moreover, it takes some time to com-
plete and audit the Accounts of the Railway Companies and to send them to
England; and the surplus due to the Companies is not paid until they have
been examined and accepted there. Thus it happens that the large surplus
of £400,000 due to the Railway Companies in respect to the period
embraced in our Regular Estimates will not be paid till next year, when it
will appear in reduction of the Net Traffic Receipts recorded in the Finance
Accounts of that year. The surplus payments recorded in the Finance
Accounts in 1876-77 are estimated at £299,400, so that the Estimates of
1877-178 are adversely affected by this item to the extent of £100,600.

“ I beg to call tho special attention of the Council and of the public to the
facts and figures regarding these railways which are given in the review of the
Regular Estimates for 1876-77 in my separate Minute; I will not repeat them
here; but they possess the highest importance and interest ; the increase in the
traffic, the deciease in the working expenses, and the diminution of the burden
imposed on the Revenues of the Empire, are most satisfactory; and I look
upon the progress of these Railways as one of the most hopeful and 1mporta.nt
facts connected with the future of our finances.
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“The Delhi Asscmblage is estimated to have added a sum of £90,000 to
the Net Traffic Earnings of 1876-77, and lastly, the chief part of the Famine
Traffic will, it is believed, fall into 1876-77.

« Public Works Ezxtraordinary—The Grant is £3,628,000, of which
£128,000 is to cover a payment at IHome postponed from 1876-77 to 1877-7S:
the cffective Grant is thus only 38} millions, of which £2,5600,000 is for
Railways, and £900,000 for Canals. We arc most anxious not to check
the progress of thesc beneficial works, and we shall be glad to grant a
little moro money in the course of the ycar, if we find oursclves in a
position to do so. Of the present Grant of £3,628,000, £1,206,300
is for expenditure on the Punjad Northern and Indus Valley State Rail-
ways. There will still remain the sum of £1,457,800 to Do spent before
these Railways, which are not reproductive works (although we hope to
rcap & small revenue from them) are completed. The programme of State
Railway construction operations during the year is as follows :—

£ £
Rajputana line ... 150,000 N_orthern Bengal e 299,800
Wi]als’tem Rajputana ... 100,000 Tirhoot e ... 95,600
Neemuch ... ... 196,000 Rangoon ... ... 158,500
Holkar ... 100,000 Punjab Northera ... 272,500
‘Warda Valley e 22,700 Indus Valley... ... 938,800
Sindhia .. . 205400 |

I am very glad that the Government is at last able to commence the im-
portant work of connccting the lines from Northern India and Rajputana
with those of the Bombay Presidency, by Ahmedabad and Neemuch; and I
trust that it may be found possible to push the work forward rapidly to com-

pletion.
“ The total grant for Irrigation Works in 1877-78 is as follows :—

Grant, 1877-78.

£

i 900,600
Ordinary ee .. - R
Extraordinary 900,000

——,

ToTAL 1,800,600

Of the Ordinary grant £143,808 is to be spent on Works, £401,679 on
Repairs, £342,202 on Maintenance, Conservancy Establishment, and Estal.-

lishment for collection of revenue, and the balance on tools and plant and State
D
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_expenditure ‘on guaranteed Irrigation Works. The Extraordinary expenditure
{(£900,000) is to be incurred principally on the following projects :—

£ £

Sirhind Canal ... 140,900 Sone ... 101,000
Western Jumna e 74,900 Orissa ... .. 63,400
Baree Doab 24,800 Midoapore ... 20,500
‘Swat River .. 380,600 Godavery Deltas ... 2§,600
Ganges ... ... 80,000 Kistna Deltas .. 14,800
Agra ... 10,000 Moota Canal .. 81,900
Lower Ganges ... 170,000

«I have now to explain the Pays and Means whereby it is proposed to
make provision for the service of the year 1877-78: in doing so, I must
invite attention to the Abstract Tables in the right-hand corner at foot
of Statements IV, V, and VI, which contain the figures of which I have now
to speak.

« T have stated that the Expenditure of the year is expected to excced the
Revenue by the sum of £4,249,700; £283,300 must be provided from the
remaining Balances of the Military Funds to supply the difference between
the subscriptions to the Funds recorded under XVIII, Receipts in aid of
Superannuation Allowances, and the payments to the beneficiaries of the
extinct Funds for which the State is now liable : £500,000 is required for
Loans to Native States and Public Bodies, such as Municipal Corporations,
Port Trusts, and the like : the Guaranteed Railway Companies will draw upon
us for £618,900.

«It is expected that the Balances of these Companies in our Treasuries on
the 31st March will be only £421,000: it is satisfactory to observe that we
now owe the Companies little; a.nd that, in the course of a few months, we
shall owe them nothing.

“The Deposit and Remittance Accounts are estimated to result in the
net withdrawal of £470,900 from the Public Treasury.

«Lastly, we want the sum of £823,400 in order to raise our Balances
to the lowest amount necessary for carrying on the service of the vear.
The Government of India is not respomsible for the management of the
Home Treasury by the Secretary of State in Council; but I remark that the
transactions of that Treasury during the year are expccted to end in a reduc-
tion of the Secretary of State’s Balances by £186,900, leaving them at only
£1,011,200. 'With reference to the large transactions of the Home Treasury
(aggregating £34,000,000 a year), and to past experience, this amount cannot
but be considered moderate. ’
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“ The amount of the working balance that the Government of India ought
to have at its credit or in its treasuries in India at the beginning of the
financial year, has been the subject of frequent discussion: like the balances
which any private individual kecps ready at his commmand, the amount which the
Government of India requires must obviously depend upon the sum of its trans-
actions and upon their geographical distribution, and upon various other
considerations : if transactions arc concentrated in onc or two trcasuries, a
much smaller aggregate working balanco will sufflice than if they are spread
over a multitude of treasurics scattered over vast distances.

“The following Statement of the public Receipts and Disbursements since
1869-70 will be useful in an investigation of the proper amount of the working
balance of the Government of India :—

Receipls and Dishursements at the Treasurics of the Government of India at Iome and in Indias.

Receirri. DisnuascusNrs. TALANCES AT CLOSE OF TI'R TBAB.

Total, Total, Total,
England. India. nassuming Eugland. India. assuming England. Iudia. asyuming
£1==Rs. 10. £1= L4, 0. £1 =1s. 10,

£ Rs. Rs. £ Rs. Rv. L Ra. s,
1860-70 ... | 17,001,822 ©00,30,62,700] 107,02,80,020 17,755,320] 86,6410,530] 104,20,00,190|  2,59°.483] 13,01,04,510] 16,83,20,340
187071 .| 10,473,577 ©9,03,80,080 112,10,25,450 10,000,058 90,91,06,700| 115,57,07,640  3,205,972]  10,81,67,330] 20,12,47,150
167172 ... | 15,710,330 1184552,760| 134,174,140 16,225220 113.27,83,000{ 129, 2,801,001  21,09,77,150| 21,61,88,000
167278 ... | 15712672 107,030,100 123,07.05,850 15,535310] 110,57,99,350 126,102,670 2,008,418  18,73,70,030| £1,78,61,870
1673-74 ... | 16,021,000 105,08,65,300 121,20,75,2 17,105,806| 100,44,07,810] 12n,04,60,7700  2,013,638] 14,03,34,4%] 10,04,70,800
17476 ... | 17.108,897] 106,35,17,120 123,63,66 0% 16,412,165 105,2073,100 121,61,95,0500 2,700,370  15,17,73,140] 17,07,41,840
WG-56 ... | 15,003,381 103,u5,46,592] 118747972 17,660,812 101,27,99,895 118,64,07,613) 019,500  10.95,24,010] 17,87,23,00
1576-77 .| 10.160,300 99,602,000 118,66,05,000 18,935,103 104,91,60000( 123,85,11,0000  1,145,100]  11,53,97,000) 12,03,73,000
1677-78 ... lll,ssl,lotﬂ ml.as,ss.ouw 119,18,69,000 m,nss,aﬂ 100,37,65,000] 117,36,35,000(  1,011,200]  12,60,00,000' 13,51,12,000

« Thero are in India 233 treasuries, besides 1,048 revenue sub-divisions of
districts, at many of which there is some kind of a treasury, and besides out-

lying treasure-chests.

« A preponderating share of the land revenue is received in India in the
spring; but the expenditure and the bills of the Home Governmcnt go on,
more or less evenly, all the ycar round: the result of this peculiarity is
‘that the balances of the Government in Indiz, if not rceruited by loans, or
sustained by interruptions of the Sceretary of State’s drafts, subside rapidly
from about June, till they reach their lowest point about the end of October, the
balances at the end of which month may be expected to fall at least £3,000,000
below the balances at the end of March.
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« Having regard to the magnitude of the transactions at our Public Trea-
suries, (aggregating upwards of £200,000,000 a year), the vast cxtent of the
territories administered by the Government of India, the numcrous separate
receptacles of public money scattered over the country, and the unequal
distribution of the revenues over the year; remembering also the liability of the
Government of India to sudden demands upon its treasury for war, famine,
or other public nccessities, and the scanty resources of the Indian money
market, Lord Northbrook’s Government determined, a yearago, that it was only -
prudent to provide for balances at the end of the year aggregating £18,600,000
for ordinary purposes, besides a reserve which Lord Northbrook thought should
be substantial: but, under the present financial pressure, we must put
up with the inconvenience of a smaller balance, and I propose, there-
fore, to provide for a closing balance of only £12,600,000. Enquiries are now
in progress as to the smallest working balance necessary in each Province :
when these investigations are completed, and further experience is gained of
the working of the Reserve Treasury, the Government of India will be in a
position once more to consider what is the proper amount of balance, altogether,
to provide at the beginning of each financial year.

“ Before leaving the subject of the balances of the Government of India,
I wish to make a few remarks upon some of the misapprehensions that
often prevail concerning them. ‘Some people seem to suppose that the
Government of India can spend money from the public balances without
entering the transactions in the Public Accounts, and that these balances
are a mysterious hoard from which we can help ourselves without the incon-
venience of justifying or explaining our proceedings: others have gone the
length of gravely proposing that the Government of India should credit its
balances, or a slice of them, as revenue.

“But there is really no mystery at all about these balances, which do not
differ in character from the balances at credit of any private individual: not a
rupee of public money can be spent, or is spent, which does not come from the -
public balances ; and not a rupee can be taken from these balances without the
fact being recorded and brought to account. The plain truth is, that the
Accounts and Estimates which it is my duty to review and explain to-day,
exist only for the purpose of recording what money has passed, or is expected
to pass, into and out of these balances, and to explain and justify every addition
to, and every reduction of, these balances : if the disbursements recorded in the
Accounts of the year exceed the receipts, the balances are reduced; if the
receipts exceed the disbursements, the balances are increased. Thus, by sub-



PINANCIAL STATEMENT. 113

mitting to a reduction of the public balances, the Government of Lord North-
brook was able to pay some part of the cost of the Bengal famine, without
borrowing; but this did not enablo the Government to keep a single item of
the cxpenditure out of the Public Accounts: it secms almost absurd that I
should gravely say this; but the strange misconceptions that often appear
seemed to demand some such explanation.

“ Qur liabilities in excess of the produce of our revenues aggregaée
£6,946,200.

« Of this sum we expcct to receive £81,000 from the Civil Service Funds,
£50,000 from Suvings Bank Deposits, £139,700 Surplus of Local Revenues,
and £175,500 from certain other deposits called Sundry Obligations, which
include the Nizimat Stipend Fund, the Bahu Begam’s Stipend Fuud, and
certain Guaranteed Railway Funds.

¢ The balance is £6,500,000, and this is the net sum which I now estimate
that we may have to borrow in the course of the year. I do not forget that
the ten year debentures of 1867, the outstanding balance of which amounts
to £458,100, are due and payable on the 1st June 1877; but I am not yet
prepared to make any special announcement regarding them.

¢ Of the net sum of £6,500,000 which the Government thusestimates that
it may have to horrow in the course of the year, £250,000 is expeccted from
His Higlness the Mabdrdjd Sindhié for the Gwalior Railway: our present
hypothesis is that of the residue, 83 millions sterling will be borrowed by the
Secretary of State in England and 2} millions in India.

“ But I must here give an important warning: upon the face of the State-
ments Nos. IV, V,and VI will be found, for the first time, the followirg note—

¢ The estimates in this Statement of the amounts to be borrowed, aund to be supplied to the
Home Treasury by bills in 1877-78, are the best that can now be made; but t]:cy are subject
to modification as the year goes on; the Government must not be understood to pledge itself
that the Secretary of State in Council will raise by bills the exact amount stated ; or that the
exact amount stated will be borrowed during the year; or that it will be borrowed in India
or in England, as the case may be, * ‘

This note is added under instructions from the Scerctary -of State. In
order to make these Estimates of Ways and Means for the Service of the
coming year, it is necessary to set down the amount that it is proposed to
borrow, and to frame a hypothesis whether the money will be borrowed in

India or in England: but the Government of India is not authorised to
E
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commit the Secretary of State to borrow or not to borrow any particular.
sum during the year: and it is not usually possible to communicate the
prospects of the year to the Secretary of State with sufficient fullness to
enable him to decide, finally, upon the proposals of the Government of India.

“ These important Statements must, therefore, be understood henceforth to
be, so far as prospective loan operations are involved, only provisional forecasts ;
-and must not be held in any way to commit the Government of India or the
Secretary of State to borrow for the service of the year, either the particular
sum set down, or in particular proportions in India and England.

« Moreover, the Secretary of State for India can borrow no money in
London without first obtaining authority from Parliament: and at the present
moment he has no such authority, having exhausted the statutory powers
granted to him on the occasion of the Bengal Famine. It-is obviously
quite impossible for the Government of India to say that Parliament
will authorise the Secretary of State to borrow more money in London;
and the Government of India is not even at liberty to pledge the Secretary
‘of State to make application to Parliament for fresh powers to borrow.
What I have said, therefore, must be distinctly understood as expressing
only the views and intentions of the Government of India, and must not
be construed as implicating the Secretary of State, or pledging hiwn to any
course of action. I am afraid that this will not be considered altogether satis-
factory; but the Government of India is not now in a position to state more
definitely how provision will be made for the service of the year.

* The Government of India is fully alive to the importance of satisfying its
requirements in India without resorting to the London market more than is
absolutely necessary ; and if, in the course of the year, circumstances should
favor such an arrangement, and the Government of India is in a position
to act upon its own judgment, a larger share of the whole amount than
£2,500,000 may be offered to the market in India. On the other hand, the
Governor General in Council will not, so far as the decision rests with him,
submit to any unreasonable terms; and, if the conditions acceptable to the
money market in India should appear too unfavorable, he will not hesitate to
recommend to the Secretary of State to endeavour to obtain power to borrow in
England as much more than 3% millions sterling as is found to be really wanted.

“ Supposing that the Secretary of State borrows 8% millions sterling in
.England, it will be necessary for him to raise by bills upon India 12} millions
sterling. To effect this, it is calculated that he must sell bills for about 26}
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lakhs of rupces a week throughout the ycar: the Government of India is
accordingly authorised to announce that bills for 26} lakks of rupees will,
according to present intentions, be offered for sale, weckly, during April and
May.

I will begin what I have now to say to the Council with a brief review of
the results of the financial administration of the last seven years, ending with
1875-76, the last year for which the Accounts are completed. I think that
this will be useful in enabling us to form a correct judgment of our present
position ; and the period which I have taken is a convenient one, because, while
it was one of gencral peace and prosperity, a scrious famine occurred in it,
and a large cxpenditure took place on unremuncrative public works: the re-
sults of the seven years may be fairly assumed to contain few clements of a
specially abnormal character. In saying this I do not forget the great
expenditure on the Bengal famine; but, on the other hand, it must be remarked
that, since this period of seven ycars closed, we have alrcady to meet
another famine which will not cost much less; nor have we any right to
assume that we shall escape more casily in future,

«« The gross revenues during the seven years ending witli 1875-76 aggregated
£357,678,100, and the total expenditure amounted to £370,655,000. Thus the
expenditure exceeded the revenues by £12,981,900.

¢ During the seven years the sum of £19,654,000 was spent upon works
classified as extraordinary, and £6,500,000 was spent from the imperial revenucs,
on the relief of the famine in Bengal.

“Qut of the sum spent on Extraordinary. Public Works, £4,771,000 was
expended on the construction of the Punjab Northern and Indus Valley State
Railways. These railways Dbelong to a class of works of which T shall again
speak ; they were not undertaken as reproductive works; and, although it is
anticipated that they may yield a net return of 2 per cent. on their eapital cost,
I shall, in a review which I wish to be severe, exclude their cost from the
extraordinary head of account, and treat it, as I think strictly speaking it
ought to have been trcated from the first, as ordinary expenditure. This
correction will leave the sum of £L114883,700 as fairly representing ex-
traordinary cxpenditure on reproductive public works; and, if there had
been no famiue, we should have been able to pay for the whole of these
unremunerative works, and there would have been a swrplus in the seven
vears, according to the Accounts as tlicy are now constructed, of £3,401,700.
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« But, in order to obtain a true conception of the financial results of the
seven years, some further adjustments are necessary ; included in the Gross
Revenues is the sum of £2,443,300 transferred from the Book Capital of the
extinct Military Funds : great doubts are felt whether it isright to reckon these
transfers as Revenue at all, unless, indeed, interest be charged per contra as if the
Funds were still in existence; and, for my present purpose, I prefer to exclude
them. I will also exclude the sum of £936,900 by which the financial
results of the seven years are estimated to appear better than they really are,
owing to the peculiar mode in which the sterling transactions of the Home
Treasury are combined with the rupee transactions of the Indian Treasuries.

« If these two disturbing causes be eliminated, tho true financial result
of the seven years, including the cost of unremunerative public works, and
excluding the cost of famine relicf, would be a surplus of £4,971,600. But
it has to be rcmembered that during the same period, the income tax,
which has ccased to be one of our sources of revenue, yielded, net, £4,364,900 :
if, therefore, there had been no income tax, there would have been a surplus
of £606,600, aftcr meeting the charges for unremunerative public works, but
excluding the charges for famine.

« Another consideration favourable to the finance of these seven years
deserves mention : we accumulated a reserve stock of 35,315 chests of Bengal
opium, the cost of which will be recovered in future years, with the profit or
revenue yielded at auction : the cost of these 35,315 chests may be reckozed
at £1,412,600, of which about £850,000 is included in the recorded expenditure
of 1869 to 1876. :

¢ On the other hand, a substantial beuefit accrued to the revenues upon the
redemption, on the 30th April 1874, of the capital stock of the East India
Company. The Sinking Fund created by Act 3 and 4, William IV, Cap. 85,
Sec. 12, amounted, on that date, to £7,8706,439, and its appropriation towards
the redemption of the stock relieved the Revenues from the payment of about
£815,000 a year.

«Upon the whole, it may be said that this retrospect is satisfactory.
From the 1st April 1869 to the 81st March 1876, not only was no addition
made to the debt of the country, except for reproductive works, but a

substantial portion of the money invested for these works was really pro-
vided from current revenue. '
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“If we look at details, we shall find further encouragoment : the growth
of the Net Revenue under its main ITcads was as follows :—

1569-70. 1875.76. Tmprovement.
£ £ £

Land Revenue ... 19,603,000 20,142,500 53,800
Lreise .. 1,997,100 2,407,000 409,900
Cusloms e 2,167,200 2,170.000 502,500
Salt L BAGT000 5.702.200 239,200
Stamps .. 2224960 2,692,400 467,600
Opinm . 6,130,900 6.252,000 121,100
Total .. 37,39.100 39,666,400 2,080,300

“The Net Yearly Imperial Expenditure during the same period was as fol-
lows:—

Total, excluding

Civil, except Fumine Relicef, Military. Grand Total. Tota), excluding Loss by
Famine Relief. - Famine Relief, Exchange.
£ £ £ £ £ £
1869-70  ...23,242,400 15,250,800 58,493,200 88,493,200 85,311,000
1870-71 ...23,246,200 15,119,400  8%,365,600 88,365,600 37,797,800
1871-72  ...22,178,000 14,733,700 36,911,700 86,911,700 36,515,700

1872-73  ...23,797,000 14,696,800 38,393,800 $8,393,800 87,628,700
1878-74 ...22,404,100 8,864,700 14,217,400 40,576,200 86,711,600 35,725,000
1874-75 ...22,258,800 2,237,900 14,386,400 38,853,100 86,645,200 85,747,300
1875.76  ...23,226,400 508,500 14,262,900 37,997,500 87,489,300 86,059,600

“Thus the nct revenue increased during the seven years by more than
£2,000,000, or at the average rate of ncarly £300,000 a ycar, while the net
expenditure, excluding famine relief, showed no tendency to increase at all,
and was actually less in 1875-76 than in 1869-70. Excluding also Loss by
Exchange, an element which may be said to be practically altogether beyond
our control, the net expenditure in 1875-76 was less than the net expenditure
in 1869-70, by £2,254,400, of which about £1,000,000 wasin the Army, and the
rest in the Civil -Department: I wish to call special attention to this fact,
for it is very important and very encouraging, and reflects great credit on the
past administration of our finances.

“ Notwithstanding the large amount borrowed durirg this period, the net
charge for Interest rose only from Rs. 4,60,67,220 in 18(9-70, to Rs.
4,61,69,190 in 1875-76. This favourable result is due to the redemption of
the East India Company’s Stock alrcady explained; to various successful
operations for the reduction of the rate of intcrest on our Loans; and to the
progress of the investment of the Reserve of the Paper Currency Department.

r
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«1 think that the facts and figures which I have given for these seven years*
show that the finances were administered during this period with great care,
economy,and success : I look upon them as highly honourable to the Governments
of Lord Mayo and Lord Northbrook, and to my predccessors Sir Richard Temple
and Sir William Muir : nor must I omit to give due credit to Mr. Chapman, who,
during the whole of this period, was Financial Sccretary, and who, fortunately
for the Government and for mwe, still holds that post. It is not now my object
to enter into a detailed review of the Financial Administration of pastycars; but
if I were to do so, I might say much more to show the extreme care with
which it has been directed. Jt must be remembered, also, that during this period
considerable reductions in taxation were cffected ; besides the abolition of the
Income Tax, which for my own part I regret, the Oustoms Tariff was
revised, and some of its most objectionable features removed: a great portion
of the duties on exports have been swept away; the general rate of import
duty has been reduced from 73 to b per cent.; and the whole of the tariff
valuations have been carefully corrected. : ’

“7Tt is no doubt very encouraging to find that since 1869-70 we should
have paid our way so well: we must not, however, deceive ourselves into
supposing that the facts which I have stated prove that the Finances are in a
condition which leaves nothing to be desired : it ought clearly to be understood
that, if such charges as those for famine and for unremunerative public works

cannot be provided out of the ordinary revenues, the state of our finances
must be unsound.

“These questions are so serious that I wish to refer to them before going
further ; for, unless we have clear conceptions regarding them, it will be impos-
sible to understand what our financial position really is.

® Tho following nbstract shows how Ways and Means were provided for tho Public Servico during these soven years.
1t will be scen that besides the Deficit of Imperial Revenue, Rs. 12,98,20,650, wo hnd to find Rs. 1,62,03,280 for the
several Service Funds, Rs. 5,20,04,100 for Loars to Nalive Stales and Public Bodies (including Rs. 2,01,27,802 for
tho purchnse from the Bombay Port Trust of the Elpbinstone Company’s Property), and Rs. 1,66,20,930 for the
Guaranteed Railways. Morcover, wo raised the Balanccs in our Treasuries at Home aud in India from Rs. 13,20,17,840
by Rs. 4,67,06,090 to Rs. 17,87,23,930. Thus altogether our obligntions in excess of our Revenues nmounted to
Rs. 26,08,54,950. Of this amount, the Surplus of Provincial and Local Reventtes yiclded Rs. 51,96,530. Savings
HBank Deposits lm{)plic«l Rs. 88,28,260; the net result of tho Deposit and Remittance transnctions was in our favour by
Rs. 1,79,07.700 (chicfly rcp:.‘{monh by Her Muajesty’s Government cf advances mado in India for the Abyssinian
Expedition), and we borrowed Rs. 22,84,22,350.

Abstract of Ways and Means Account, 1869—76,
Rs.

Rs.

Surplus of Provincial and Local Revenues ...  61,96,530 | Deficit of Imperial Revenues 12,98,.‘;0 530

Savings Banks Deposits .. 88,28,280 | Balunce of {runsactions with Service ’
Balance of Deposit and Remittance Accoxnts 1,79,07,790 | Funde .o 1,62,03,250
Borrowed «. 22,64,22,350 | Loans to Native States and Public Bodies  6,20,04,100
Guarcnteed Railway Capital withdraws.., 1,66,20,930
Balauces in Treasuries increased w. 4,67,06,000
—_— _—
26,03,54,950 26,03,64,930

—_—
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“It cannot be too distinctly stated that charges for the relief of
famine must be looked wupon as ordinary charges; they are so shown in
tho Accounts of the present year, and in the Istimates now before the
Council; and they werc shown in the ‘same way for the Bengal famine
by the Government of Lord Northbrook. In the Iinancial Statement for
1874-75, Lord Northbrook showed very clearly that, whalever means we
may take to obviate or mitigatec these calamitics, famines camnot, under
present circumstances, be looked upon as occurrences of an extraordinary
character; he said that, in the ten ycars which lad clapsed before 1874,
there had been three scrious famines in India—the Orissa famine in
1866, the famine in Northern India in 18G9, and the famine in Behar
in 1874. We have now, unhappily, to add a fourth to the list, that
from which a vast tract of country is mnow suffering, and which will,
I fear, prove a not lecss serious calamity than those which preceded it.
Such Dbeing the facts with which we have to deal, we cannot, as Lord
Northbrook stated, safely depend wupon loans for mceting the charges on
account of famine. €It is necessary,’” he said, ©that, besides a fair surplus of
income over ordinary expenditure, such a margin should be provided, in addition,
in ordinary times, as shall constitute a reasonable provision for mecting occasional
expenditure upon famines:’ if this condition, he said, were fulfilled, and
a sufficient surplus sccured in years of prosperity, deficit might be endured with
less objection in occasional years of adversity. The Government of India, it was
stated, had, thercfore, resolved to use its best endeavours to maintain for the
future a considerable surplus of income over ordinary expenditure, and thus
to make provision beforchand for any calls which were likely to arise on account
of famines. This resolution on the part of the Goverament was undoubtedly
wise; but, since the charges for unremunerative public works cannot rightly
be excluded, the conditions laid down in 1875 have not, in my judgment, been
fulfilled : and considering that we have lost the income tax, it is impossible to
anticipate that they will be fulfilled in future, unless we take some further
steps for ensuring a larger surplus of income over ordinary expenditure,

I must now mention the other great ead of axpenditure regarding which,
if we wish to form a correct idea of our real financial position, it js
essential that there should be no misunderstanding: I refer to those great
public works undertaken to mect the political and military necessitics of the
empire, but which are not expected to be dirccily remuncrative.

“ As an illustration of the kind of works to which I now refer, I wil] take
the railways already mentioned, which are under construction in the Punjan
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and on the Sindh Frontier: these works will doubtless be very bene-
ficial to the country through which they pass; but they are not under-
taken on such grounds as this, but because -they are considered, for poli-
‘tical and military reasons, to be essential to the service of the Empire; there is
no profession that they will be directly remunerative; and, if we have borrowed
money for them, we have done so simply because it was held impossible to con-
struct them in any other way; such works cannot properly be called Extraordi-
nary in the technical sense in which we now use that term. They differ only in
magnitude, and not in kind, from the works which we pay for out of the ordi-
nary revenues, such as barracks, or fortifications, or other works which involve
a beavy outlay and give no divect return. I am afraid that it can hardly be’
denied that the system which has hitherto been followed, under which these
necessary, but not directly remunerative works have been mixed up with works
which we expect to be directly profitable, has tended to make usless chary in
spending money, than we should have been if the expenditure had been shown,
as the famine expenditure is shown, among the ordinary charges of the year:
our public Accounts ought to give a complete statement of the actual facts of our
financial position, with no reservations or evasions, however unpleasant the
appearance of the facts may be.

«I wish it had now been practicable to remove: altogether from the
Extraordinary head of account all the works of the class which I have
been describing: it has, however, been decided that we cannot now do
this, and that we had better not attempt to correct past errors of
classification: for the future, it has been resolved, in communication with
the Secretary of State, that no work shall, under any circumstances, be
classed as Extraordinary, unless we are satisfied that it will vield a net income
sufficient to cover the interest upon its capital cost: it has also been decided,
in respect to future works, that, if a work has been classed as Extraordinary, and
it be ascertained, subsequently, that the estimates of profit were fallacious, any
further expenditure upon it shall not be treated as Extraordinary, but entered
among the ordinary charges. I think, for my own part, that there is very
much to be said in favour of the view that we might, with propriety, go much
further, and do away with all distinction between Ordinary and Extraordinary
expenditure: this would involve no change in our policy; we should still
borrow money for useful works; and, although our Budget Statements might
usually close with the announcement of a deficit instead of a surplus, and would
have a less agreeable appearance, the deficits would have no more real or
serious -existence than they have now: this, however, is a matter which I need
not now discuss: the decision which I have now stated, and on which the
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Government is resolved to act, will, at any rate, plzce matters on a sounder
basis in futurc.

“The figures which I havo given show that, during the past scven
years, we¢ should have just managed, after meeting all charges for un-
remuncrative Public Works, to bring our expenditure within our income,
if there had been no incomeo-tax and no famine: but we cannot omit
famine from our calculations; and we have now no income-tax : it therefore
follows, judging by the expericnce of these seven years, that our ordinary
revenues are just suflicient to meet all ordinary charges excepting those for the
relief of famine, for which we may consider that no provision is now made :
I think that the estimates of the current and coming years tend to confirm this
general conclusion.

¢« What, therefore, we now have to do, is to establish a sufficient margin of
annual income over ordinary cxpenditure, to enable us to mect with certainty
not only the charges for famine relicf, according to the principle laid down
by Lord Northbrook, and charges for unremunerative public works, but for
other demands which cannot he foreseen, but which will incvitably occur:
this is the more important hecause, in India, we have, under present circum-
stances, almost no means, such as those which can always be applied in England
for temporarily increasing the public income to mect a temporary necessity.

«Qur financial position also requires improvement to enable us to carry out
measures necessary for the regular progress and better administration of the
country : there are administrative improvements which are very necessary ; and,
above all, there arc urgent fiscal reforins, closely affecting the economical and com -
mercial interests of India, which, for want of mecans, have hitherto been hardly
touched. It is easy to give illustrations of my meaning: there are the duties
on cotton goods, of which I shall have to speak agaiu ; and, indepondently of
them, Ido not think that any one will maintain that our Customs Tariff isin a
satisfactory condition. Then, there are the Inland Sugar duties, to which
also I shall refer again presently: six years ago I heard them called, in this
Council, the most discreditable relic of the dark ages of taxation that exists in
India: every one agrees in this judgment; but the Sugar duties still exist.
Take, again, the system under which we levy our Salt revenue in Northern India:
no one denies that it is a positive disgrace to a civilized Government; but it
remains unaltered. The time is perhaps hardly come for talking of the
repayment of debt as a practical objeet to be aimed at, or for .hoping
that we may be able to dispense with borrowing cven for reproductive public
works: for works which arc not reproductive we ought not, cxcept under the

u
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pressure of extreme nccessity, to borrow a sixpence : the increase of debt is
so serious an cvil, that we must strive to reduce our borrowing to a minimum
even for remunerativo works, and provide as much money as possible for them
from ordinary revenues; so always that we do not allow this determina-
tion to check the progress of necessary great works of publie improvement,
or to interfere with the execution of great fiscal reforms such as those which
I have mentioned.

“There is another matter which obviously has a most important bearing
on this subject—the question of the future value of silver: I am afraid that
we cannot, with any confidence, expect to avoid serious loss hereafter from
disturbances in the relative values of the precious metals; and no one can
now measure the future deranging effect upon our finances of these dis-
turbances. In connection with this subject, I must mention the great
importance of sparing no efforts to prevent the increase of the sum which
we have to pay annually in England in gold. I have referred to this subject
in my separate Minute, and have said that, although I do not now wish
to give opinions in regard to the measures, if any, which ought to be adopted,
the subject is receiving, and will continue to receive, all the attention which
the Government can give it.

“ In asserting that our financial position must be improved, I by no means
desire to see the improvement pushed to an extreme: I wish for no such
surplus of income over expenditure as would involve the necessity of impos-
ing heavy burdens on the country or might tempt the Government to launch

" out into extravagancies: I ask, only, for such a reasonable margin on the right
side of the account, as wiil enable us'to pay our way honestly, to avoid in-
creasing the burden of debt, and to carry out, at a reasonable and moderate’
ra.fe, necessary measures of administrative and economical progress.

“ Now it is certain that we cannot bring about in the comingyear any such
* improvement as I desire: with famine in a large part of India it is obvious
that no time could be so inopportune as the present, not only for imposing
fresh burdens on the people who are suffering, but even for measures involy-
ing serious administrative changes: we could not, at such a time as this, ask
the Governments of Madras or Bombay even to undertake the examination of
new financial schemes: all that we can now attempt is to lay down, as fully
as wo can, the principles by which the Government of India intendsto he
guided, and to take such steps as may be practicable for carrying out our
programme in those provinces which are in a prosperous condition.



FINANCIAL STATEIMENT. 123

“The only means by which the nccessary improvement in our financial
position can be gained are fresh taxation, or reduction of expenditure, or in-
creased productiveness of cxisting sources of revenue, or a combination of
these means. )

¢ It will be understood, from what I have already said, that I have no
measures to proposc at present for the imposition of any general taxation: it
may be a cause of special relief to some of my audience to learn that the rumours
which we have heard from time to time about the re-imposition of an income-tax
have no foundation. As to the income-tax, I frecly confess that I regretted
its disappearance; but there has been no thought of restoring it. The Gov-
ernment is obliged to propose some other taxation, of which I shall speak
further on.

“Inregard to reduction of ecxpenditure, the only head under which
there has, lately, been any serious increase of charge is the Army ; I have men-
tioned this in the Minute now before the Council as a cause of grave anxiety,
over which the Government of India has comparatively little control: in
regard to the possibility of future reductions of Military Expenditure, all
I can say is that the Government of India will do everything that it properly
can do to effect them. It is only in the great Imperial Services that we can
now hope to see much done in this direction; for there is comparatively little
room for saving on the ordinary charges of the Civil Administration carried on,
for the most part, by the Local Governments: we have, however, every rcason
to believe that, under the system of provincial assignments established in 1871,
and which we are now further developing, these charges will bring no fresh
burdens in future on the Imperial Treasury; and the actual reductions of
Imperial Expenditure, for which we are able to take credit in our Estimates
for the coming year, in consequence of the extension of that system, are, as I
shall presently show, not unimportant.

T believe that much may be done to increase the productivencss of exist-
ing sources of income, and I will explain the measures by which the Govern-
ment hopes that this may be effected.

“We all remember the schemes which a great Englishman put forth, some
twenty years ago, for the better government of India. IIe told us, with an
eloquence which he alone possesses, of the folly of supposing that so vast a
country, with its twenty different nations and its twenty languages, could ever
be bound up into a single State. ¢ What you want,’ he said, “is to decentralizo
your Government : what would be thought if the whole of Europe were under
one Governor who knew only the language of the Fecjee Islands P Now, much
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as I respect Mr. Bright—and no one has a sincerer respect for him than I have—
I am not going to defend the projects by which he would have abolished the
Governor-General-in-Council and would have established half a dozen separate
Governments in India, having no connection with each other, and cach of them
directly subordinate to the Secretary of State at home: Ibelicve that, sooner or
later, the result of such a plan, if it were put in operation, would be the
destruction of our Indian Empire; and I am not one of those pcople, who
unfortunately are not wanting now-a-days, who can look with complacency on
such a prospect; nor will I accept it as even a possible contingency.

« If there be one thing more essential than another in India,it is, in my opinion,
a strong Central Government; and I utterly disbelieve that wecan cver get such
a Government out of India itself. Nevertheless, there was a basis of truth and wis-
dom in Mr. Bright’s proposals : it is, in many respects, quite true that what we
want is to decentralize our Government; although I dislike the term deccntra-
lize, because it conveys to many people the false notion that we desire to diminish
the central authority of the Supreme Government: on the contrary, we desire
to see that authority increased, and made the stsongest possiblr. reality ; and I am
convinced that we can only maintain true imperial control by refusing to meddle
with details which the local authorities can alone understand, and with which they
alone can intelligently deal : no Government, whether it be Imperial or Provin-
cial, can ever really deserve to be called strong, unless it be conducted on these
principles.

« As Your Excellency told us the other day, on a very different occasion
from this, we have been far too much disposed to disregard the fact that Indiais no
homogencous country, but a continent containirg many nations, the differences
between which are at least as great as those which exist between the nations of -
Europe: it is farther from Lahore to Calcutta than from London to Naples; and,
wide as the difference is between England and Italy, there is probably far less dif-
ference between those two countries in all their physical conditions,and far less dif-
ference hetween their inhabitants, than there is between the Punjab and Bengal.
Nor is it at all true that our existing Indian Provinces are merely artificial divi-
sions :- there are, no doubt, varicties of race and language and customs to be
found within a single Pr ovince; but Bengal, Madras, Bombay, the North-Western
Provinces, and the PunJab have, nevertheless, each of them, a fairly well-
defined and distinct character.

¢ T believe that the views which I have now been stating, and which Your
Excellency has, on more than one occasion, publicly declared, are especially true
in regard to measures of taxation and finance; weshould think it very unreason-
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able to supposc that the same plans of taxation and financial administration are
applicable to all the countrics of Burope; and it is just as unreasonable to
supposo that the same plans are applicable throughout India; a system which
may be excellent in one Province may be as bad as possible in another.,

“Now, the Government is not so foolish as to imagine that there is any
essential distinction Dbetween provincial and imperial taxation, or between
provincial and imperial expenditure: when we talk of throwing upon the
Local Governments new responsibilities for increasing the public revenues ; or of
relieving our finances by waking provincial certain obligations which have
hitherto been imperial; we are not so ostrich-like, or so dishonest, as to imagine
or to profess, that, by any jugele of names, we can alter the nature of new taxation
and malke it less burdensome to the people ; or that the actual expenditure of the
Empire is diminished, when we say that charges for certain classes of works,
which have hitherto been imperial, shall henecforth be provincial ; indeed, in
the Accounts as now remodclled, no distinetion whatever is made between im-
perial and provincial revenue and expeunditure. I have, nevertheless, a strong
conviction that decentralization, lcading, as I believe it, infallibly, will do, to
improved administration, will bring about a great increase in the productiveness
of existing sources of revenue, great diminution of the evils of fresh taxation
if fresh taxation becomes necessary, and great economy in expenditure.

¢ In regard to cxpenditure, an important step was taken by Lord Mayo six
years ago. I will ask Your Excellency, although I am afraid I have no better
object than that of saving mysclf a little additional trouble which would be en-
tailed by explaining my views over again to the Council, to allow me to read
a passage from an old paper of my own, in which I endcavoured to describe
the reasons for the measures taken by the Government of India in 1870: a
clear conception of thoso reasons is essential to the proper understanding of

the plans which are now proposed.

«Under the system which Lord Mayo found in force when be became Viceroy, the Local
Governments, which practically carry on the whole administration of the country, had almost
no powers of financial control over the affairs of their respective provinces, and no financial
responsibility : everything was rigorously centralized in the Supreme Government, which
took upon itself in detail the provision of funds for every branch of the public service through-
out India. The business of supervising in a central office all the details of the receipts and
expenditure of the empire had become so enormous, that its proper performance was impossible :
I do not think,” wrote Sir Henry Maine in 1867, ¢that anybody can have observed the recent
workings of our system of financial control, without coming to the conclusion that, if it be not
on the point of an incvitable collapse, it is, at all events, in great danger of going to picces

unless the strain be lightened somewhere.”
H
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¢ Tor many years beforc Lord Mayo became Viceroy, the ordinary financial condition of
India had been one of chronic deficit ; and one of the main causes of this state of affairs was the
impossibility of resisting the constantly increasing demands of the Local Governments for the
means of providing every kind of improvement in the administration of their respective Provinces :
their demands were practically unlimited, because there was almost no limit to their legitimate
wants: the Local Governments had no meaus of, l\nowm« the measure by which their annual
demands upon the Government of India ought to be regulated : they had a purse to draw upon
of unlimited, because unknown, depth ; they saw, on every side, the necessity for improvements ;
and their constant and justifiable desire was to obtain for their own Provinces and people aslarge
a share as they could persuade the Government of India to give them out of the general revenues
of the empire; they found by expericnce that the less economy they practised, and the more
importunate their demands, the more likely they were to persnade the Government of Indid
of the urgency of their requirements: in representing those requiremnents, they felt that they
did what was right ; and they left to the Government of India, which had taken the task upon
itself, the responsibility of refusing to provide the necessary means.

«The Government of India bad totally failed to check the constant demands for increased
expenditure : there was only one remedy—to prevent the demands being made; and this
could only be done by imposing on the Local Governments a real and effectual responsibility
for maintaining equilibrium in their local finances: there could be no standard of economy
until apparent requirements were made absolutely dependent upon known available means : it
was impossible for either the Supreme or Local Governments to say what portion of the Pro-
vincinl revenues wus properly applicable to local wants: the revenues of the whole of India
went into 2 common Fund, and to determine how much of this Fund ought fairly to be given
to one Province and how much to another, was impracticable. ‘The distribution of the
pubhc income,” General Strachey wrote, ¢ degenerates into romething like a scramble, in which
the most violent has the advantage, with very little attention to reason: as local economy
leads to no local advantage, the stimulus to avoid waste is reduced to a minimum: so, as
no local growth of the income leads to an increase of the local means of improvement, the
interest in developing the public revenues is also brought down to the lowest level.’

“«The unsalisfactory condition of the financial relations between the Supreme and the
Local Governments led tostill more serious evils: constant differences of opinion about petty
details of expenditure, and constant interference of the Government of India in matters of
trivial importance, brought with them, as a necessary consequence, frequent conflicts with the
Local Governments regarding questions of provincial administration, of which they were the
best judges, and of which the Government of India could know little: the relations between
the Supreme and Local Governments were altogether inharmonious; and every attempt to

make financial control more stringent, increased an antagonism, the mischief of which was felt
throughout the public service.

“To Lord Mayo bg]ongs the honour of applying the only effectual 'remedy for these
serious evils: he resolved to give to the Local Governments the economical standard which
they required; to make over to them a certain income by which they must regulate their
local expenditure; and to leave to them, subject to certain general rules and conditions, the
responsibility of managing their own local affairs.
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“ From the commencement of the official year 1871-72 the financial control of the follow-
ing services was trausferred to the Local Governments: Jails, Police, Education, Registra-
tion, Medical Services, Printing, Roads, and Civil Buildings.

“The views of Lord Mayo were stated by himself in the Legislative Council on the 18th
March 1871, as follows :—¢ Under these eight heads it is proposed to entrust the administra-
tion, under o few general conditions, to the Provincial Governments, and a fixed contribution
will be made from Imperial Revenue every year. ¥ * Tt isimpossible to prophesy or say,
at present, what can be done in the far future; but I should be misleading the Loeal
Governments if I were not to say that it is our opinion that these sums arc now fixed at an
amount which cannot be excceded for at least a number of years: I think it desirable that
this should be perfectly understood ; because one of our objects is the attainment of as great
an amount of financial certainty asis possible. * * But,in addition to the increased power of
administration which it is proposed to give to the Local Governments, an administrative
change will take place, which I think they will be able to exercise with advantage: they
will have a large sum to devote to local objects ; the power of allotment will be left abso-
lutely to them ; and they will be able to vary their grants for roads, civil buildings, educa-
tion, and other heads, from year to year, as thcy may think most desirable; in some Pro-
vinces it may be desirable in one year to spend a larger sum on roads; in others it may
be desirable to fill up some shortcomings with regard to education or other objects. The
Local Governments will thus be able to exercise that power of allotment with much greater
satisfaction to themselves and to the public, than they did under the old system, when they
were obliged to consult the Supreme Government, not only as to the allotments that were
made in the beginning of the year, but also with regard to any appropriations that were
thought desirable within the year, provided that those appropriations excceded a certain amount

* ¥ T bave heard it stated that, by the proposals which we make, there may arise a
scparation of interests between the Supreme and Local Governments: I fail to percecive any
strength whatever in this assertion : I believe that, so far from there being a separation of
interests, the increased feeling of responsibility and the feeling of confidence which is reposed
in them will unite and bind together the Supreme and Liocal Governments to a greater
extent than before. % * I believe that we sball see, in place of greater uncertainty,
greater certainty; we shall sce works and objects carried on with more vigour, enthusiasm,
and with less hesitation, when these works and these objects are effected under the immediate
responsibility of those who are most interested in them.’

¢ The gross sum made over to the Provincial Governments for these services, and some
few others transferred since the scheme was first introduced, amounted, including receipts
given up, to about £5,600,000.”

“ After nearly six years’ experience, we can confidently say that the results
of the new system have been thoroughly satisfactory. Objections hive been
made to some of the details; and Local Governments have often said that the
change did not go necarly far enough ; but, in regard to the main principle and
the general success of the new arrangements, I believe that neither the
Government of India nor any Local Government has cver felt a doubt. Every
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object with which the chanvo of system was made has more or less been gained :
the old friction between the Supreme and Local Governments has been greatly
diminished ; the authority of the Supreme Government and its powers of
general control, instcad of being weakened, have becomo stronger and more
real, since the attempt to interfere in all sorts of petty details was abandoned ;
the Local Governments have been ablo to carry out many measures of improve-
ment which would otherwise have becn impracticable ; and, so far as I know,
there has not Dbeen a single countcrbalancing disadvantage. .

“The most important object of all, so far as the Imperial finances are
concerncd, that of cconomy and preventing increase of expendltme, has
been completely gained, as I think the following figures will show. 'The
charges which were made over to the Provincial Governments were selected
because they were especially liable to increase. In 1863-64 the net expen-
diture for the services afterwards transferred to the Provincial Govern-
ment was £5,112,000; and, during the four following years, it continued to
rise, until in 1868-69 it amounted to £6,030,000: in 1869-70 it was nearly
the same, but a little less. In 1870-7]1, before the new system was intro-
daced, a determined and successful effort was made by Lord Mayo’s Govern-
ment to reducs the charges which had been growing at so alarming a rate;
and they fell, in that year, to £5,197,000. The new system of which I have
been speaking was then introduced; and, after it had worked for five years, the
result, in 1875-76, was that the charges for the assigned services were £5,305,000 :
there was practically no increase of expenditure ; the total charges were only
about £200,000 more than they were in 1863-64; they were less by £700,000
than they were in 1868-69. It is true, as I have just shown, that the great
reduction took place before the change was actually made; but, if we may
judge from what had happened before, the demands of the Local Govern-
ments for larger grants to carry out administrative improvements would

certainly have gone on increasing; and I believe they would have been as
irresistible as before.

¢ I will not take up the time of the Council with details showing the manner
in which the charges for each of the assigned services have varied ; but it may
be said generally that there has been no growth of expenditure under any heads,
excepting Fducation and Medical: these charges, which were £458,000 in
1863-64, and £909,000 in 1870-71, rose to £1,007,000 in 1875-76: in
other words, the people have got more Schools, and Hospitals, ‘and Dispen-
saries, although less money has been spent on Jails and Police. The financial
results of the new system have, thus, been cntirely satisfactory; the constantly
recurring demands, and the conscquent embittering controversies between
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the Supreme and Local Governments have ceased; and, I repeat, that, not
ouly has all this been attained without any sacrificeof financial authority on
the part.of the Government of India, but therc can be no question that this
authority is stronger and more efficient than before.  From the time in which
the new system was introduced until now, I do not believe that one single
authority who has seen how it has worked has expressed anything but confident
approval of . the principles on which it was based.

* When the measurcs of 1870 were taken, therc was a great deal of talk
ahout local taxation; and it was loudly asserted that new burdens were heing
imposed on the country which were none the less serious for being called local.
There was no foundation for this statement, nor did the Local Governments
obtain any powers of taxation beyond those which they previously possessed :
the truth is that, excepting in the Punjab and Oudh, where new rates for
local purposes were imposed on land by Acts of the Imperial Legislature, and to
avery small extent in Bombay, the measures of 1870 led to no fresh taxation
whatever. The estimated revenue, threughout the whole of India, from local
taxes, rates, and cesses in 1877-78 is only £2,233,000.

¢ The weak point in those measures was this, that, while they transferred to
the Local Governments the responsibility for meeting charges which had an
undoubted tendency to increase, the income of which the Local Governments
had to dispose, although not quite a fixed amount, had little room for develop-
ment : the difficulty has perhaps not, hitherto, been generally felt to a se-
rious extent, because it has been met by economy and good management: it must
however, be felt hereafter; and, for this and for still more important reasons
I have always maintained that the system of Provincial Assignments establish-
ed in 1871 ought to be applied not only to expenditure but to income. What
we have todo is, not to give to the Local Governments fresh powers of
taxation, but, on the contrary, to do all that we can to render fresh taxation
unnecessary, and to give to those Governments direct inducements to improve
those sources of existing revenue which depend for their productiveness on

good administration.

«T will take as an example the two great heads of income, Excise and
Stamps (including the items under Law and Justice hitherto reserved as Imperial
Revenue), which are estimated to yield togetiicr, this year, net, £5,393,800,
The whole of this goes into the Imperial Treasury: the increase or
decrease in the reccipts depends entirely, in the long run, on good or bad
management ; and bad management means the wasteful throwing away of
revenue without any relief to the country. The administration, although ccn.-

tralized in the Government of India, has to be carried on by the officers of the
< I
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Local Governments, and I doubt whether there is a single Province in which great '
improvement in the administration is not possible : throughout a large part of
India the evasion of the Excise and Stamp duties is notorious ; and, although I
will make no guesses about the amount of revenue which we are thus losing,
my Dbelief is that it is very large. I have a strong conviction of the financial
importance of this matter; and the importance is not merely financial, if I am
right in believing that better administration would give us a large additional
revenue of a thoroughly unobjectionable character, without the country feeling
that any new burdens had been imposed upon it.

« How is this better administration to be obtained? The answer seems to
me simple: it can be obtained in one way only; not by any action which
gentlemen of the Financial Department, or any other Department of the
Supreme Government, can take while sitting hundreds or thousands of
miles away in their offices in Calcutta or Simla; not by examining figures
and writing circulars; but by giving to the Local Governments, which have
in their hands the actual working of these great branches of the revenue, a
direct and, so to speak, a personal interest in efficient management. It may
be very wrong, but it is true, and will continue to be true while human nature
remains what it is, that the local authorities take little interest in looking
after the financial affairs of that abstraction, the Supreme Government,
compared with the interest which they take in matters which immediate-
ly affect the people whom they have to govern. When Local Governments
feel that good administration of the Excise and Stamps and other branches of
revenue will give to them, and not ouly to the Government of India, increased
incomé and increased means of carrying out the improvements which they have
at heart, then, and not till then, we shall get tho good administration which we
desire; and with it, I am satisfied, we shall obtain a stronger and more real
power of control on the part of the Central Government than we can now exercise.

“We have not yet been able to work out in detail all the arrangements for
carrying out this policy; and it is only with the Governments of Bengal, the
North-Western Provinces, and Oudh, that it has hitherto been possible even to
communicate officially on the subject. Although there will be nothing in
the proposed measures requiring legislation, their importance is so great that I
will give to the Council some account of the plans which have been, in all
points of importance, settled with the complete and cordial concurrence of
the Local Governments which I have named.

« T will explain first the measures taken for the North-Western Provinces.
We propose to transfer to the Local Government the Revenues derived from
Excise, Stamps, Law and Justice, Collections from the Tarai and Bhibar and
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Didbf estates, and some miscellaneous items: the total amount which tho
Local Government will make good to the Imperial revenues on -these
accounts will be £698,400: this sum cxcceds by £4,700 the amount estimated
to have been actually reccived in the present year. The most important
of the revenues transferred are Excise, Stamps, and the hitherto rcserved
revenues under Law and Justice: the net revenue assigned under these
heads is £640,600; and the transfer has been made subject to certain con-
ditions. These sources of revenue have gone on pretty steadily increasing
throughout India; and it is not proposed to surrender to the Local Governments
any part of that normal growth of income which might have been expected to
continuc if no change of system had been made. On the other hand, while
wo desire that the Local Governments shall sharc largely in any increase of
revenue to which their own improved administration may lead, it is cvidently
reasonable and neccessary that the Imperial revenues should share in this increase
also. In the North-Western Provinces, however, these particular sources of
revenue have grown less, and fluctuated more, than clsewhere, and it is proposed
that, for the two next years, the Local Government shall pay to the lmperial
‘I'reasury one-half of any net increase which may result under its management,
the Government of India undertaking on its part to bear half of any deficit:
two years hence, the arrangement will be open to revision. If there should be
any new legislation intended to increase or reducc any of the assigned revenues,
the amount due to the Imperial Treasury will have to be reconsidered.

“ As regards expenditure, it is proposed to reserve as Imperial those grants
only which, for some particular recas.w, it seems inexpedient to transfer to

provincial responsibility : these arc as follows :—
Estimated Grant,

1877-78.
£
(1).—Interest on other Accounts 2,400
(2).—Refunds (creepting ;gfmuIJ of Erczse, Stamp.r, Law and Justwc,
and Deposils) . . 9,600
(3).—Settlements .. ... 102,500
(4).—Allowances to District and Vi lage Oﬂ' cers 32700
(5).—A8pecial temporary increase lo the pay qf Cavmanted C‘ml Servanic 4,600
(6).—Forests . 43,700
(7). —dccount and Cnrrency Oﬂ' ccs e . 22,000
(8) —Alinor Departments . 5,800
(9).—Feclesiastical ... 20,000
(10).—Medical Estublishmenls ... ... 28600
(11).—Political dgencics . 3,000
(12) . —Adllowances and Assigninenls e 52,000
(13).—Superannuation, Retired and Compa.mm ale Allowances .. 62,600
(14).—AMiscellaneous oo 3,600
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« The reasons for the reservation will, in most cases, be self-evident; and
I need not trouble the Oouncil with them: I will only say, in regard to one
of the heads, *Forests,” that the question remains to be considered whether
this ought not also to be transferred to local management. Theamount provided
for these reserved services in the Estimates of 1877-78 is altogether £396,100.

¢« The principal remaining services are Land Revenue, Excise, Stamps,
Administration, Stationery, and Law and Justice. These and some others were
estimated to cost, in 1877-78, £736,300 : tlie existing provincial allotment for
Police, Jails, Education, and the other services transferred under the arrangements
of 1870, is £651,100: the total charges for which the Local Government
will be responsible amounts, therefore, to £1,387,400. The Local Govern-
ment, however, is satisfied that it can undertake those services with a somewhat
smaller consolidated grant; and the sum of £35,400 will, therefore, be deducted
from the total assignment, and will be a saving to the Imperial Treasury, leaving
as the net amount to be actually granted £1,352,000. The revenues made over
being £698,400, the net expenditure from the reserved Imperial revenues will
be £653,600 : subject to the conditions on which the transfer is made, the Local
Governments will be entitled to add to its Balance in the Imperial Treasury
any sum by which the provincial income in any year exceeds the provincial

expenditure, and must, on the other hand, make good any sum by which
that expenditure exceeds the income.

« It will be incumbent upon the Local Government, in managing its
finances, never to exhaust the Balanr e at its credit’ with the Government of
India; the Government of India will not accept any Estimates or allow any
transactions which involve the expenditure of more money than is at credit
of the Local Government in the Imperial Treasury; and it will be the duty of
the Accountant General, on behalf of the Government of India, to take care
that this condition is never infringed ; to enable the Government of India to
enforce. this condition, the Local Government, when submitting its yearly esti-
matgs, will always state its opening Balance, and the effect thereon of the esti-
mates presented. Subject to this condition, and to the other rules and restric-
tions which have been laid down, the Local Government may spend at its bwn
discretion the funds placed at its disposal. I need not describe these rules and
restrictions in detail; but the most important of them provide that, without
the previous sanction of the Government of India, no fresh taxation can be
imposed, or any change made in any system of revenue management; no new
general service can be undertaken ; no appointment with pay exceeding Rs.'250
a month can be created, or reduced, or abolished ; and no class or grade of officers
can be created or abolished or its pay altered; that no standing order or rule of
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the Supreme Government shall be changed, and that returns and accounts shall
be submitted in the forms preseribed. Full power is reserved to the Supremo
Government to modify, add to, or repeal any of these restrictions and conditions.
Tho liberty of action thus conceded will not affect the duty of the Local Go-
vernment to keep the Governor General in Council, in the scveral Departments,
fully informed of its exccutive and financial proccedings: the Government of
Iudia will continue to excrcise its general powers of supervision and control in
all Departments ; but it will, as far as possible, avoid interference with the
details of the local administration, and everything which might lead to cm-
barrassment of the provinecial finances.

« T will not take up the time of tho Council by deseribing in detail the
arrangements made for carrying out a similar change of system in Bengal
and in Qudh, because they are, in all matters of principle, similar to those
adopted in the North-Western Provinces. The scale, however, of the whole
settlement with Bengal is much larger; the cxact figures are not yet quite
fised ; but the total amount of the revenue surrendered in 1877-78 for pro-
vincial uses will not be less than £1,910,000, and the total expenditure
transferred for the same year will not bLe less than £2,430,000. A retrench-
ment of £59,000 from the existing grants has been made, with the consent
of the Local Government; and the existing Imperial expenditure will con-

sequently be reduced by this sum.

« Altogcther, the immediate saving to the;Imperial Treasury by the arrange.
ments entered into with Bengal, the North-Western Provinces, and Oudh, is
£101,700, besides the guaruntce of normal increments to the transferred revenues,
amounting to £44,000: the cstimates of the year are thus better by £145,700
than they otherwisc would have been. I hope that when it becomes possible to

enter into similar arrangements in other Provinces, equally satisfactory results

may be obtained.

¢ Phe measures of which I have hitherto spoken will, we confidently hope,
lead to improvement in adwinistration, to economy in expenditure, and to
increase of revenue, while they involve no fresh taxation. Therc are other
measures, closely connected with them, which the Government proposes to
adopt, which cannot, I am sorry to suy, be carricd into cffect without an
incrcase to cxisting burdens, an increase which, although it involves no fresh
imperial taxation, will not, on that account, belessreal. We propose, so far as
it may be practicable, to make cach Local Government responsible not only for
the management of many of the great public works which we are constructing
with borrowed moncy, but for mecting the charges which these works entail,

K
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,' ¢« T must now refer to the system undcx which our so- called Txtraor dinary
pubhc works are carried on.™_

“No onc is more alive than I am to the importance of providing the rail-
ways and works of irrigation which India requires; and, for my own part,
nothing would induce me to support a policy which interfered with their pro-
gress. Our railways have, in my opinion, been constructed on a scale more
expensive than was necessary, and the system of guaranteeing interest on
the capital expended has led to extravagance: I believe that the money which
has been actually spent on our railways would have been sufficient, if it had
been spent in a more economical way,to cover India with a net-work of
railway communication sufficient for all the commercial and political require-
ments of the country, if not for all the luxuries of locomotion : but it is
easy to be wise after the event; the Government of the day had practically
to choose between having these expensive railways, and having none at all;
and its choice was perfectly right. Although the system of borrowing under
which India has had to pay for these works has entailed very serious burdens,
the benefit which they have conferred upon the country has been literally
incalculable: I will say nothing of the enormous increase of wealth and
prosperity whick they have given us; I will only ask you to reflect on what
would, at this moment, be happening through a vast extent of country in
Western and Southern India if we had no railways: but for them, the people
would probably be now dying of starvation by hundreds of thousands; and
it would have been beyond the power of the Government to save them, if it
had devoted to the task all the resources of the Ewmpire. With such facts
as these, and those which I have narrated regarding these railways in my
review of the Regular Estimates, staring us in the face, the statements which
we sometimes hear that these works ought not to have been constructed
with borrowed money, and that we ought to have waited until we could pro-
vide the necessary funds from the surplus resources of the year, seem to
me to deserve no serious consideration.

“ We may say the same of the great works of irrigation : the works already
in operation have enormously enriched great tracts of country, and have
provided for many millions of people sccurity against famine: no one who
has seen, for example, as I have, the irrigated districts of the North-Western
Provinces, and who remembers what they were before the canals were con-
structed, can doubt the priccless value of the benefits which they have
conferred. I will not now enter into the causes, arising, in my opinion, mainly
from defective systems of financial management, which, in many instances,
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have prevented these great and admirable works from giving as speedy and as
large direct roturns as they ought to have given; but I have no doubt that
these causes are removable.

¢ Although the value of our railways and canals is so immense, and the
necessily of going on with their construction so obvious, I have always felt
that the system under which we are incurring, on this account, a heavy load of
debt is attended with very scrious evils ; and I hope that it will not be imagined
that in proposing the changes of policy of which I am about to speak,
the Government intends to relax the stringeney of the rules which the Scerctary
of State and the Government of India have prescribed in regard to the
construction of public works with borrowed moncy: we desive, on the
contrary, to make these rules more stringent, and to obtain more complete
sccurity that, except under special circumstances, and for the nccessary
protection of great imperial intercsts, no money shall be borrowed for any
works in respect of which we cannot say, with certainty, that the dircct receipts
will, at the very least, cover the interest on the capital expended.

¢ The system under which our so-called Extraordinary works are now carried
on was described in the Resolutions of the Government of India in the Public
‘Works Department, published in July 1873 and in June 18756 : the conclusion
arrived at by the Government of India in the former of these Resolutions was
that we might continue, without fear of financial embarrassment, to borrow
annually a sum of 44 millions sterling for the extension of Railways and
Irrigation works in India. The grounds of this- belief were stated in the
Resolution of 1875, in the following words:—

“In the year 1872-78, after deducting the net receipts derived from works in operation,
there remained a sum of £2,378,140 charged torcvenue forthe interest of moncy borrowed,
whether directly by Government or indircetly through Guaranteed Companics, for the con-
struction of reproductive public works : the term reproductive is meant to imply, not that
all these works are likely to be in themsclves remuncrative as an investment of capital, but
that their effect will be to add to the general wealth of the country. The condition of the
finances was such as to satisfy the Government of India that a similar charge of £2,378,140
might be met in future years without increased taxation. As works under progress are com-
pleted, and as those lately completed are brought into fullex work, fresh receipts will come in:
some increase is also to be expected from old works: in the forecast of 1873 the rate of
expenditure upon works in progress and new works was so :}‘djusted for five ycars, that the
estimated additional annual charge upon revenue for the interest of money to be borrowed should
be met by the estimated additional receipts, and no inerzascd annual charge upon revenue should

be incurred.”

«The Resolution goes on to say that the forccast of 1873 bad been more
than justified by the facts; but that it was decmed expedient to limit fo
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four millions sterlinig, the annual outlay on 1ep10duct1ve public works classed
as extraordinary, for the prosecution of which money might be borrowed,

“New tables,” the Resolution continues, “have been prepared on this basis ; t:hey
include the operations of 1872-78 and 1878-74 taken from the accounts of actual outlay, and
those of 1874-76 taken from the Regular Estimates; the operations for 1875-76 arc taken
from the Budget Estimate, and those of the following four years from the best estimate that
can be formed of probable operations. The new forecast extends to the financial year 1879-80 ;
the excess of interest charges over net receipts is estimated to decreaso from £2,357,606, the
actual charge in 1872-78, to £1,939,805 in 1879-80: this charge is expected to average
£20,203,126 per annum from 1875-76 to 1879-80: the result is on the whole much the
same as in the calculations of 1873. No allowance has been made for the probability that
surplus revenue will be applied to *he counstruction of reproductive works: it will thus be
scen that a considerable margin has been allowed for safety in these calculations. The result
of the new forccast is satisfactory : it appears that, taking a moderate estimate of the growth
of income from existing railways and irrigation works, and very small returns from the new
works, an anoual capital outlay of four millions for the next five years on State Railways and
Irrigation works charged with interest at 43 per cent. is not likely to lead to any increase of
annual charge on the Revenues of India.”

- ¢ The appendices to the Resolution of 1875 show in detail the works which
it was proposed to construct with borrowed money : for State Railways it was
estimated that the total outlay from extraordinary funds up to the end of
1879-80 would be £22,183,676; for irrigation works up to the same
date, the estimate of outlay was £14,125,363 ; making a grand total to be bor-
rowed of £36,309,038: these figures include sums expended up to 1875.
According to the Forecast, the net charge on the Revenues at the end of 1879-

80 would be, as before stated, £1,989,806, and this sum was distributed as
follows :—

£
Guaranteed Railways .« 1,215,000
State Railways ... 565,265
Irrigation Works . 156,541

“ I believe that these forecasts were made with excellent care and judgment;
and there is no reason for supposing that the anticipations of Lord Northbrook’s
Government in regard to the growth of the income from the Railways
and Canals will prove at all too sanguine; upon this subject I ask the
attention of the Council to the factsstated in the review of the Regular
Estimates for 1876-77 in my separate Minute. Nevertheless, in the last Financial
Statement made by my predecessor, Sir William Muir, about a year ago,
the Government was obliged to admit that the difficulty of carrying on the
existing system had become extremely great : it was explained that, in con-
sequence of the fall in the price of silver, the situation had become so grave,
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and the future so uncertain, that the Government of India had felt bound to
review its position in respect of the expenditure on rcproductive works from
fuuds raised by loans : the Government, it was said, felt that it was not justified
in adding to our future obligations by incurring any avoidable debt, even for
the construction of works admitted to bLe beneficial to the country and in
themsclves remuncrative: and it would, therefore, if it had been practicables
have altogether rcfrained, under the existing aspect of affairs, from borrowing
for this purpose : such a course, however, could not have been taken without
great loss, and it was nccessary to complete the works which were in course
of construction, not only to prevent waste, but in order that the capital
alrcady expended might bring in a return of revenue.

““But,” it was added, “the Government of India, though thus unable immediately to
stop the expenditure from borrowed funds, are resolved at once to contract the sphere of
operations. ¥ ¥ * So long as the present adverse prospects continue, this class of
expenditure will be gradually dimiunished, so as, in the end, if need be, entirely to obviate
borrowing for the purpose.”

“ The whole question of our policy of borrowing money for public works
has thus been, to some extent, re-opened. The truth, I think, is that it is
impossible to foresce so confidently the financial conditions of the future that
we can pledge ourselves to go on borrowing money, for a number of years, at
the charge of the Imperial Treasury, without any fear that difficulties will
arise. The progress of great works of improvement which, if carried out at
all, ought to be carried out in a regular and systematic manner, thus becomes
liable to interruption at any time by any temporary financial embarrassment :
last year, our embarrassment was the depreciation of silver; this year, it is
famine; next year, it may be something else.

“ Lord Mayo, in his speech in this Council on the 31st March 1871, made
some observations on this subject which scem to me very true and very much

to the point :—

“« ilnless,” ‘he said, “the Government is supported in organizing a system by
which these works can be constructed without placing further serious charges upon Imperial
Revenue, I greatly fear that many of these important operations may not be undertaken at
all; or, if they are undertaken, they may run the risk of being stopped before they are finished.”

and he went on to express his apprehension that we might otherwise
have, in a few years, to witness cither financial difliculty or the stoppage of some

of these great and beneficial works.  This anticipation has been exactly verified.
L
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«I am not so foolish as.to imagine that there is any panacea for dealing
with the difficulties with which this subject is surrounded; but I think that
it is posssible to diminish them.

% Tho works which have hitherto been classed as Extraordinary may be
divided into three great classes :—2irs¢, there are works of the class which I have
already mentioned, which, although they are not expected to be directly
remunerative, are undertaken because they are necessary for Imperial purposes.
T have said all that I have to say at present regarding them ; and have ex-
plained that, if any new works of this kind are undertaken, they will be
treated as Ordinary, and not Extraordinary works.

" «Between the second and third classes of Extraordinary Public Works, of
which I have now to speak, there is no broad and distinet line of separation.
They are, in both cases, works of improvement for developing the resources of
the country, and for meecting its necessary requirements; and, in respect of
them, it is anticipated that, besides the indirect advantages to the country
arising from their construction, they will yield, within a moderate timé,
a direct income at least equal to the interest of the capital expended on
theni: Some of these works which I put into my second class are under-
taken for objects of such general utility, that they may be fairly called
Imperial : the greattrunk lines of railway, for instance, like those which connect
Calcutta with Bombay, Madras and Lahore, or that which we hope before
long will be completed from Ajmere to the Bombay and -Baroda Line, are works
which not only confer immense benefits on the Provinces and Districts through
which they pass, but are essential to the wealth and prosperity of the Empirc :
the cost of constructing them falls, properly, so long as private enterprise is
not forthcoming, on the Empire at large.

¢« But there is another class, which I call the ¢hird class of great works
of improvement, which are, primarily, works of provincial or local utility, under-
taken for the special benefit of certain districts or places, with the ohject of
increasing their wealth, or protecting them against famine, or for some other
purpose : the Orissa caimls, for instance, have afforded to that Province an
insurance against famine; the Ganges Canal has given absolute immunity
from famine to many districts of the North-Western Provinces; the
Northern Bengal and the Tirhoot railways will be works of immense local
value. There is, as I said before, no broad line of differecnce between such
works as these and works of [mperial utility ; Imperial works confer great
local benefits ; and works of local utility enrich the Empire ; but, althongh the
two classes of works thus run into ore another, the distinction is, nevertheless,
a real one, and it has not been sufliciently recognized. '
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It has heen frequently said, and I suppose no one denies it, that it is
impossible to meet from the Imperial Revenues the obligation of providing
all the works of local improvement which India requires; but we still go on
as if we believed this to be false, and continue to take in hand, at the charge of
the Imperial Treasury, all sorts of works of little imperial importance, and
the value of which is mainly and primarily local : these ave the undertakings
which cause so much financial difliculty. -

“ I will give a few examples of the practical results of the system which we
have been following.

“The total eapital outlay on Tirigation works in Lower Bengal up to the
end of 1575-96 was £4,072,7.12; and not less than £1,494,000 will be required
to complete tho works that are in progress: the gross income from these
works in 1875-76 was £23,043, and the working expenses were £52,949;
there was a dead loss on the year’s operations, independently of interest on
borrowed capital, of £29,00G: the net loss in interest and working expenses
during the year was £203,700; and the total accamulated loss up to 31st March
1376 was £878,100.

“The Orissa and Midnapore Projects had cost, up to 31st March 1876,
£2,482,039; and are so far completed that water for irrigation on
a large scale has been obtainable for several years past: in 1875-76,
these canals yiclded an income of £17,953, while tbe working expenses were
£41,106: including interest, the net loss on these canals was £122,5G7, and
the total loss up to 31st March 1576, was £666,131. The further works which
it is proposed to undertake in Orissa will cost about £365,000 more; and no
one, I believe, pretends that, within any time which can now be foreseen, there
is the remotest chance, if things are left as they are, that we shall get any
adequate return from this great expenditure.

«The S6ne Canals in Northern Bengal bad cost, to the end of 1875-76,
£1,521,366; and more than £1,185,000 will be required to complete them 3
they will be, in the highest degree, beneficial ; but I am confident that there
is not, under the present system, any probability that they will, for many
years to come, pay the interest on the capital outlay : the income in 1875-76 was
£5,090, and the working expenses were £11,543. T do not lay stress on these
figures, Dbecause the works are not finished ; hut it is a curious and most sig-
nificant comment on them to be told, as we have been on the highest official
authority, that the value of the crops saved by these unfinished canals in the
single year of drought, 1873-74, was cstimated at £180,000,
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« The lowest sum-at which it is possible to estimate the capital outlay in
Bengal on canals and local railways now in operation or in progress, exceeds
£8,000,000. After expending £4,072,742 on canals, there was, as just shown,
a dead loss to the Imperial Revenues in the year 1875-76 of £203,700. I do
pot wish to speculate on the results that would probably be obtained under the
existing system when the total expenditure reached £8,000,000; but the pros-
pect could hardly be more unsatisfactory: and in spite of all this, the works
themselves are most useful and beneficial to Bengal.

“ [ might givesimilar, although less extravagant, examples from the works
in other Provinces ; but I think that enough has been said to show that there
must be something radically unsound in our existing poliey.

« I come now to the consideration of the remedies fur the state of things
which I have been describing.

« Six years ago, there was much discussion on the subject of compulsory
water-rates ; and I wish to refer to that question, before going further, because it
is more or less connected with the proposals which I am about to make. So
much has been said and written in past times about it (and I am afraid that my
own share in the discussion would fill a small volume), that I can hardly say
anything which has not been said before : the question, it will be remembered,
was one in which Lord Mayo took a deep interest; his views on the subject
are well known, and I believe them to have been thoroughly sound. I must
explain that, in what I am now about to say regarding compulsory rates
for irrigation, I express my own opinions only, and in no way commit the Go-
vernment at large. The practical measures which are now proposed may, how-
ever, be consistently approved by those who disagree with the views which I hold
regarding compulsory water-rates; and, if I refer to thissubject now, I do so
chiefly because I wish to guard myself, personally, against the charge which
might otherwise have been brought against me, that I was introducing a mea-
sure which I hoped would lead to results very dlﬁeu.nt from those- which were
apparent on its face.

“ The proposals which were made, some years ago, to impose compulsory rates
for meeting the charges for works of irrigation, took a definite shape in certain
Sections of the Punjab Canals Act, which were passed, after much discussion, in
1871, but were subsequently vetoed by the Duke of Argyll, who was then
Secretary of State: I should be sorry to sce those Sectionsre-enacted now :
their only merit, in my estimation, was that they recognised a true and

“important principle; but they could not have been worked in practlce,
and I do not regret their loss.
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“The principle for which I contend is simple: under our existing systemn,
almost the only dircct returns which wo obtain from our canals are those
derived from the voluntary payments of the cultivators who {uke water for
irrigating their fields: I assert that this system is wrong and irrational. In
a country like India, exposed not to tho chance, hut to the certainty, of
periodical drought and famine, the construction of works of irrigation is often
an absolute necessity : it is a necessity, whether the people in ordinary scasons
take the water or not, and whether the canals pay or not.

.

“I take as an illustration the casc of the Orissa Canals, to which I have
Just referred : there has been an immense expenditure of money; and the
result is that an insurance has been provided against the recurrcnce of any
such terrible calamity as the famine which Lappened some years ago: but, in
ordinary years, when the rainfall is suflicient, the people will not pay for the
canal water; they know that, in casc of nceessity, the water is there, and
that they can get it; but, under ordinary circumstances, they think they can
manage well enough without it : the result is that, although the Province of
Orissa is secured against famine, the canal gives no dircet return on the great
sum of money borrowed for its construction, and does not pay even its working
expenses ; and the whole burden of the charge falls, not on the people really
benefited, but on the Imperial Revenues, or, in other words, on the tax-payers
of the Empire.

“I bhave just given similar figures for the S0ne Canals in Behar; the Pro-
vince is rich and prosperous, and well able to pay for the great local benefits
conferred upon it ; but, for some reasons which I, for my part, have never
been able to understand, or in the least degrec to appreciaté, we choose to
give these advantages to the people of Behar at the cost of the peoplo of India:
the people who arc to get the benefit are to pay as little as they please; the
people are to pay who get almost no benefit at all. .

“What I want to know is why irrigation works, which, in many parts
of India, arc, incomparably, the most beneficial works which it is possible to
undertake, and the works which have the greatest possible local utility, are
to be singled out as the only local works for which the people immediately
benefited are to pay nothing: why are districls and towns to pay for their
own roads, and schools, and hospitals, for the paving and drainage of their
strects, and their supply of drinking water; and why is it wrong that they
should pay something for the irrigation works on which the actual existence of
the people depends ?

M
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¢ Itis idle to say that, in the one case, the people are themselves con-
sulted before the expenditure is incurred, whereas, in the other case, the works
are undertaken without any reference to their wishes ; every one knows perfectly
well, that, whatever may be the theory, the fact is, putting aside some altogether
exceptional cases, that the people at large have no more to do with the regula-
tion of local and municipal expenditure than with the cxpenditure on canals
and railways ; and that, for many years to come, this must continue to be true.

“ As it cannot be denied that we cannot go on, for ever, constructing
at the expense of the Imperial Revenues, works which will not pay, although
those works may be absolutely necessary as a protection against famine, it
comes virtually, under our present system, to this, that the question whether
we are or are not to make canals, and whether we are or are not to save mil-
lions of people from misery and perhaps from actual starvation, is to depend

on the views which certain ignorant peasants may hold in regard to their own
personal interests.

‘¢ Almost everything that I have been saying about canals is, in regard to
some parts of India, just as applicable to railways: there are many districts
in which irrigation works are not wanted or cannot be made, and where cheap

local lines of railway are the proper and only effectual means for preventing or
relieving famine.

I will not now discuss this subject further, because the Government of
India has no propositions to bring forward in regard to it: all that we now
desire is to enforce provincial responsibility for works of provincial utility;
and it will be left to the Local Governments to take, if they should think fit
to do so, the initiative in proposing the adoption of more complete measures
under which a really local responsibility shall be enforced for meeting local
wants : I do not disguise my own opinion; and it is my hope that the
system which we now desire to introduce, will lead to results in the direction
which I have indicated.

- “Qur present plan is this: we desire to throw upon every Province, so

far as this is now practicable, the responsibility for meeting the cost of its own
local requircments.

‘It will be objected that to enforce strictly local responsibility in such a
matter may be right; but that it is quite another thing to thrbw such a
responsibility on a whole Province : this, it may be said, is, in principle, as
bad as making the responsibility Imperial. Now, I fully admit that, in iny own
opinion, our proposed measures, if they be taken by themselves, are imperfect ;
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and that they ought to be supplemented by others in the manner which I have
suggested : but, under existing circumstances, it is not possible for the Govern-
ment of India to do more than distribute between the various Provinces the
burden which now improperly rests on the Imperial Revenues ; and, in doing this,
and obliging cach Province to mect the charges for its own works of local utility,
it will have taken a great step in the right dircction.: It is, for instance, at
any rate, less unfair that the cost of the Ganges Canal should fall upon the people
of the North-Western Provinces than upon the people of Madras and Bombay.

“‘WWhen Local Governments find that this responsibility has been imposed up-
on them, and that the only means of obtaining, without fresh taxation, the works
of improvement which they réquire, is the wise and economical management
of the works themsclves, and the development of the income which they yield,
they, and their officers, will take an altogether different interest in these matters
from that which they feel now, when the only apparcnt practical result of
careless financial administration is diminished profit to the dis.tant treasury
of the Empire. When new proposals to construct works of improvement
with borrowed money are brought forward, the incentives to ecconomy and care
on the part of the Local Governments will be especially strong?', :_md a power-
ful check will be placed on extravagant projects and enthusiastic estx?mtes of
profit. Under the present system, every Province desires to get for .1ts own
useful works as large a share as possible of borrowed money, knowing that,
whether the anticipations of future income prove to be a?,cu.rate or not, there
will be certain gain to the Province, and loss to the Imperial treasury alone.

“ The principle on which we base our proposed measures is st.ric§13f just. : we
start with the fact that cach of our great Indian Provinces lu.ts an 1nd1v1fluallty of
its own; that it is something more than a mere geographical expressx?n; and
that its people have, in a great measure, common wants and common m.terests.
I will take as an illustration of my mcanmg, and of the ma‘nner in which ouwr

’ plans will work, the North-Western Provmccs. and the Qanges Canal: the
people who actually take the water to irrigate their ficlds are the first who profit ;
the people who, although they do not take tl.Je water, cando so whenever .they
choose, and for whom an insurance against. drought has becn . provule(.l,
arc those who profit next : but these arc not the only p.eop!o w}no douv'c a posi-
tive bencfit from the canal; it not only gives pr?tcctlon against famme: to. a
great agricultural and non-agricultural population in th? trftct through \.vlnch 1.ts
immediate influcice is felt, but, now that the country 1§ mtcrsc)cte(} with rz.u]-
ways and roads, there is hardly any part of the North~.“ estern T ronflccs which
does not receive from it more or less advantage, or which may not fairly be cx-
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pected to contribute something towards the cost of its construction and its main-
tenance: in times of drought, it provides food not only for tho districts through
which it passes, but for those which are less fortunately situated, and it prevents
the price of grain from rising to a point which would cause privation and
suffering to the poorer classes of the population.

“ 8o far, therefore, as the Government of India is now concerned, the unit
with which we shall deal will be the Province which is benefited: it will be
the duty of the Local Governments to endeavour, so far as may be practicable,
to distribute the charges imposed upon them, so that the burden on any district,
or any class of people, shall be proportionate to the benefits received.

« These plans cannot be cairied out without imposing fresh taxation
in the Bengal Presidency: they will scarcely affect Madras and Bombay,
except in regard to new works which it may be proposed to construct here-
after; and the application of these principles to those Presidencies must be
reserved for future consideration: it may be added that the present time

would obviously be inopportune for imposing fresh burdens in Provinces
suﬁ'erin" from famine.

« I danot assert that it will now be possible to apply these plans strlctly to
all cases in which canals and railways of local utility have, in past times, been
constructed at the expense of the Imperial Revenues : all that we say is that
they shall be applied, so far as this can now be done, without unwisely and
unjustly throwing fresh burdens on provincial resources, and always bearing in
mind that there is, as I have said before, no real distinction between imperial
and provincial taxation.

“I can do little more, now, than explain the general principles of the policy
which the Government proposes to adopt ; and I can only describe in detail the
plans for carrying it out in the North-Western Provinces: they are the
only ‘measures which it has Dbeen possible to bring to completlon in concert

with the Local Government; and they alone will at present require legis-
lation in this Council.

“The ‘capital expended on canals in the North-Western Provinces and
classed as “ Extraordinary,” will amount, at the end of 1876-77, to £5,291,000,
and, at the end of 1577-78, to £5,660,000: these fizures do not include any-
thing on account of the accumulated interest paid in past years in excess of
the net income derived from the works: for our present purpose, there is no
propriety in making such an addition to the capital, because the intcrest has
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in fact been discharged, from year to year, as it bccame duo, and no longer con-
stitutes any burden on the Revenucs.

“ The revenue of theso canals from water rates, navigation, and other
direct returns, in 1877-78, is cstimated at £310,100; and the indircct revenue,
consisting of land rcvenue due to the works, at £92,300; so that the estimated
gross revenue derived from the canals in 1877-78 is £402,400: the working
expenses are estimated at £146,100: thus the Net Revenue will be £256 300
or £164,000, according as the indirect revenue is or is not taken into account,
One year’s simple intcrest at 43 per cent. on the capital hitherto expended
is estimated to be £244,000; according to these calculations, therefore, the
works will, in 1877-78, after providing for interest on the capital, and taking
credit for the indirect Revenue, yield a surplus profit of £12,300.

“ These figurcs do not really exhibit any close approximation to a real profit
and loss account: on the one hand, tho sum shown as Oapital Expenditure
includes no interest during construction, nor does it, or the sum shown ag
working expenses, include any provision for Absentee Allowances and Pensions,
or for incidental charges, such as Stationery, Printing, Medical Stores, Im-
perial Supervising Offices, &c., which are not recorded in the Public Accounts
as expenditure on Public Works, but under other heads. On the other hand,
the amount shown as Capital Expenditure includes a large outlay on works
not yet in operation, and therefore not yielding revenue.

“ The following statement shows the estimated Capital Expenditure on the
works completed to the end of 1876-77, and the Net Revenue expected to be
derived from those works in 1877-78 :—

. Gross estimnated .
Canals. cxpenied Eoings, ool Revemse
Rs. Rs. Rs, Rs.
Ganges ... ... 2,80,00,000  (2)22,16,000  9,71,000  12,45,000
Eastern Jumna ...  %4,24,000 6,84,000  2,17,000 4,17,000
Dhoon ... . 6,14,000 51,000 82,000 19,000
Robilkhand and others  14,62,000 83,000 68,000 15,000 .
Torar ... 3,25,00,000 29,84,000 12,838,000  16,96,000

(a) Including Rs. 43,000 from Owners’ Rate.

“ It appears from this Statement that out of the total capital expended
to the end of 1876-77, no less than £2,040,700 has been spent on works still in
course of construction, or which are not yet producing Net Revenue, and that
the interest on the capital yielding revenue, viz., £3,250,000, is, at 4% per cent.,

£146,260. These completed works are thus estimated to yield, in 1877-78, a net
N
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profit, over and above the interest on their capltal cost, of £116,650, including
the indirect revenue, or £23,350 if we exclude it : making all allowances for
the omissions from the Capital Expenditure and Working Expenses above
noticed, there can be no doubt that these results are very satisfactory: it

"must, however, be remembered that they were only arrived at after the
canals had been in operation for a long period of years.

“The exigencies of the Supreme Government will not admit of the surrender

of any part of the Net Revenue which it now receives from these works: it has
" been decided that the most convenient way of adjusting this claim of the
Government of India will be, in the first instance, to reserve to the Imperial
Treasury the indirect returns from the canals, which are now credited as Land
Revenue: they amounted last year to £92,300: this leaves a further sum
of £23,360 to be made good; but, as someof the items of the calculation
are uncertain, the Government of India will be satisfied with a fixed contribu-
tion of £20,000 in addition to the indirect revenue. It must be remembered
that the Imperial treasury, in thus claiming the entire profits on capital hither-
to expended, only claims what it receives already; and that it foregoes, at the
same time, all claims for returns on the large indirect expenditure before
referred to. The Local Government will thus be responsible for making good
to the Imperial treasury every year the interest on the whole capital expended,
plus the sum of £20,000; and to meet these charges the Local Government
will receive the whole of the Net Revenue from the works, excepting that por-
tion of it which is credited as Land Revenue: some special arrangements, with
which I need not trouble the Council, have been made regarding that portlon of
the Canal receipts known technically as Qwners’ Rate.

“The amount which will thus be due from the Local to the Imperial Govern-
ment in 1877-78 may be estimated at £100,000: subject to this payment, and
to certain further conditions which I shall notice presently, the Government of
India will make over the whole of these works to provincial managements
and the whole of the revenue derived from them to provincial uses. The
Government of India will advance from the Public Treasury the funds required
for completing the irrigation works now in progress or proposed, and for
the construction of Railways for local purposes. During the next three years,
the account between the two Governments will, it is proposed, be settled in the

manner that has been described: the arrangements will then be open to
revision.

¢ It must rest with the Supreme Government to determineé how much
money it can place at the disposal of the Government of the North-Western
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Provinces, each year, for the construction of these works. The Governor
General in Council will endeavour in this' matter, as far as possible, to meet
the wishes of the Local Government, and to supply the necessary funds
at such a rate that the works shall go on regularly to completion with
no avoidable delay: the amount, however, that it is expedient to
borrow for the whole of India, in each year, must be determined upon
general considerations; and the Government of India alone qmst dcci(le how
the available funds can be most profitably distributed among the several Local
Governments: the demands upon the Public Treasury, ordinary and extra-
ordinary, are too uncertain for it to bo possible for the Imperial Government to
promise, absolutely, to supply a fixed sum to any Local Government for a
succession of years.

“It is understood that the capital cost of the canals and local railways
now in existence, under construction, or contemplated in the North-Western
Provinces, is cstimated at about £8,600,000; so that, to complete the whole,
there will still be £3,000,000 to spend after the year 1877-78. Assuming
it to be possible to provide £400,000 annually for this expenditure during’
the next five years, the liabilities of the Local Government for interest and
Imperial profits would inecrease from their present amount of £264,000 to
£346,000 at the end of the fifth year; on the other hand, it is anticipated
. that the receipts will increase, during the same period, at an average rate of
£20,000 a year, or from the present amount of £164,000 to about £264,000.
On this assumption the amount to be contributed from other sources, which
" 13 now £100,000, would have fallen to alittle over £80,000 at the close
of the five years: the prospective burden undertaken by the Local Go-
vernment is, therefore, never likely to become formidable. It is no doubt
possible that the estimate of £3,000,000 for future expenditure may be in-
creased ; but this will not materially affect the calculation, since, in that case,
the term for spending the money would no doubt be extended also.

¢« As the burden imposed upon the Local Government becomes reduced
by the growth of the net direct revenue, it is necessary that the Local Govern-
ment should contribute to the Imperial Treasury a share of the advantage :
it would be premature now to define what may ultimately be an equitable
 settlement between the Imperial and Local Government; but, as a temporary
arrangement, open to revision at the end of three years, the Local Govern-
ment will surrender to the Imperial Treasury one-half of any reduction that
it may be able to effect in the charge of £100,000 which it now under-
takes, For instance, supposing that the interest plus the profits of the Imperial
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Treasury payable by the Local Government should increase to £300,000,
and the net revenue receivéd by the Local Government should increase to
£240,000, the sum to be provided from other sources would fall from £100,000
to £60,000, and, if no further condition were imposed, the Local Government
would be in a better position by the difference, viz., £40,000. The Govern-
ment of India will concede to the Local Government one-half of this future
ddvantaﬂe, reseving to itself the other half only, instead of the entire profits
which it would keep for the Imperial Treasury if it were to apply to the profits
of the future the same rule which has been applicd to past profits accruing prior
to the transfer now proposed : it is the expectation of the Governor Genera.l in
Council that this arrangement will be profitable to both Governments ; because
it is hoped that the change of system will lead to better administration and
to increased advantage from the works.

“T must add that some of the figures which I have now given may be
somewhat modified before final arrangements are made; but in this case the
changes will tend to diminish, and not to increase, the burden placed on the
Local Governments.

¢t Although I hope that the Local Government will endeavour to secure
from the land more or less directly benefited. by the canals, larger returns
than those which are obtained under the existing. system, several years must
elapse before the completion of the great irrigation works now in progress ;-
and, until they begin to yield income, some general contribution from the Pro-
vince will be unavoidable.

‘¢ As a matter of principle, I think that the larger portion of charges such
as those of which-I am speaking, ought to fall on the owners of land, rather
than on other classes, because the benefit conferred by these works will be per-
manent : the whole community, however, derives great advantage from
them, and it is equitable that the non-agricultural class should contribute also :
it is not thought desirable, at present, to impose fresh burdens on the land in
the North-Western Provinces ; and, without doing this, we can obtain what we
want.

“I will now give a sketch of the plans which are proposed, leaving it to
my Honorable friend, Mr. Bazett Colvin, who may now be held to represent the
North-Western Provinces in this Council, to describe, hereafter, the details of the
measures which will require legislative sanction.

“The first of the proposed measures will be a not very extensive amend-
ment of Act XVIII of 1871, which provides for the levy of rates on land for
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local purposes. Although theso rates were only placed on a strictly definite
and legal basis in 1871, they have been levicd, for many years past, in the
greater part of the North-Western Provinces: cvery estate in which the scttle-
ment of the Land Revenue is subject to revision, is liable to the payment of a
local rate, not exceeding five per cent., on the annual value of the land: in
permanently settled estates, rates are levied for the same purposes at an
amount not exceeding annually two annas for cach acre under cultivation.
All these rates are, in the first instance, credited to a General Provincial Fund,
from which the Lieutcnant-Governor is bound to assign amounts to be applied
in each district for certain specified purposes: these are the construction and
maintenance of Roads and Communications; Rural Police ; District Post ; Edu-
cation ; Hospitals; Lunatic Asylums; Markets; Wells and Tanks; and other
local works likely to promote the public health, comfort, or convenience: the
annual assignment made to each district must not be less than the total
amount. of local rates levied in it; but any portion of such assignment which
remains unexpended at the end of the year may be spent in any way which
the Lieutenant-Governor thinks beneficial to the North-Western Provinces
generally.

‘¢ The principle is thus recognized, that these rates may, in part at least, be
expended on objects of provincial utility ; and, as a matter of fact, a large por-
tion of them has been so expended. As it is not now wished to increase the
burdens on the land, all that is proposed is to authorise the Local Government
to make assignments from the local rates for the purpose of meeting charges
on account of Irrigation works and Railways of provincial utility : it is pro-
posed to fix the maximum amount of such assignments at 10 per cent. of the
total sum levied under the Act, leaving 90 per cent. to be spent as at present;
but I see no reason for anticipating that the actual proportion of the rates so
assigned will amount to this maximum. The total amount of the local rates
levied annually in the North-Western Provinces is about £430,000, and the
proposed amendment of the law will not seriously diminish the existing grants
for local purposes. .

« The second measure now proposed is the imposition of a light License
Tax on trades and dealings in the North-Western Provinces. The Bill that will
‘be laid before the Council is taken, in great measure, from a Bill proposed
by Sir William Muir when he was Licutenant-Governor in 1871, under the be-
lief that it would be necessary to impose fresh taxation for provincial purposes :
that Bill was introduced into this Council by Mr. Inglis, and passed through
Committee ; but the Licutenant-Governor came to the conclusion that additional
taxation was after all not neccessary, and the Bill was dropped. The original Bill

o
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imposed small duties on certain specified trades, and the amount of the duties
in no way depended on any trader’s means: although, in this respect, the new -
Bill will not be so satisfactory as the old one, which would not yield as much
money as we require, and the estimated receipts from which are admitted to
have been greatly over-rated, hio inquisition will be made into any man’s actual
profits, and the measurc will not be an income tax in disguise: it will be
similar to the License Taxes actually imposed for local purposes in many large
Indian towns, and to the Pdndhri tax, which has long been levied in the Oen-
tral Provinces. The principal trades, as the Council will see from the Bill
which I hope to be allowed to introduce to-day, have been classified and graded,
and a specificsum is put down against each class and grade: the highest
license fees proposed are those cn Bankers and Wholesale dealers in country-
produce, and they vary from Rs. 16 to Rs. 64 a year: other traders will have
to pay smaller sums, which are in some cases as low as Rs. 2, and in no case
exceed Rs. 32.5 It is extremely difficult to say what this measure will probably

o

yield, but, for my present purpose, I will assume it to be £50,000 a year. -

 If the plans which I have described are carried into eﬁ‘ect,‘.'the first step

for the Local Government to take will be to look thoroughly into its Public
‘Works Establishments, and to consider whether the existing system under
which the canuls are managed, and under which the canal revenue is collected,
cannot be improved and made less costly : it will then have to consider what
means can be taken for increasing the income yielded by the existing canals:
there will, therefore, I hope, be no necessity for depending only upon new
taxation and on the assignments from local rates, for the means of meeting‘\
the new charges. o

“ The measures which I have thus described will, it is belicved, enable the
Government of the North-Western Provinces to satisfy, without difficulty, the
obligations imposed upon it.

~“The whole of these arrangements have been settled in communication
with Sir George Couper, the Lieutenant-Governor, and have received in all
respects his cordial approval.

~¢¢ In the imposition upon Bengal of similar responsibilities for meeting the
charges for extraordinary public works, similar principles will be applied ; but, as
the existing works are at present unprofitable, the sum to be made good annually
by the province will be larger than in the North-Western Provinces: it will
amount at present to about £275,000.

“The Government of India is in communication with the Local Govern-
ment on this subject: the Lieutenant-Governor will consider what portion of
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the whole- burden can be recovered from the people who are primarily beno-
fited by the works which have been constructed, and what portion must be
raised by fresh taxation upon the province at large; I hope that, so far as the
immediate demands of the Supreme Government are concerned, there may be
no nceessity for throwing on the Province gencrally the whole of this new
demand ; but, on the other hand, it must be remembered that the obligations
which have been placed on the Local Government will, unless the income from
the. works be rapidly developed, have an undoubted tendency to increase. It
must also be remembered that there are new works of extreme importance
urgently required in the interests of the people of Bengal for which, under
the system we are now inaugurating, the Government of India will not make
itself responsible. Whatever legislation may be necessary will take place,
not in this Council, but in that of the Lieutcnant-Governor, and it would be
improper in me to refer in detail to the measures which His Honor may think
fit to initiate: any schemes for new taxation must of course first receive the
sanction of the Supreme Government. It is hoped that the Government of
Bengal will avail itself, as far as possible, of existing modes of raising revenue,
and endeavour to extend and expand them, rather than have recourse to new and
unfamiliar systems of taxation, and thatit will be able to carry out all neces-
sary measures through its present establishments: even if it were possible to
devise new forms of taxation theoretically better than the forms which already
exist, it would still be wiser to adhere to systems understood by the people, rather
than adopt innovations which might cause dissatisfacticn and apprehen-
sion, and which might lead to oppression through the creation of new col-
lecting and assessing machinery. Although the amount to be raised is in
itself considerable, the increase of taxation which it involves will really be very
small, when distributed over an enormous population: I have no doubt that
the Local Government will be able to adapt successfully its present system tc
meeting this increased demand: I am sure that it will be the universal feeling,
not only of this Council, but of the public, that the initiation of the necessary
measures could not be in better hands than in those of my honorable friend
Mr. Eden; and in regard to this matter the views of the two Governments are

completely in accord.

“In regav' to the Punjab, I can say nothing definite at present: it is
thought desirabl: te wait uutil the Government arrives at Simla, when it will have
the advantage of the presence and co-operation oau the spot of the Licutenant-
Governor and some of his most experienced officers: meanwhile, I have the
satisfaction of knowing that my honorable friend and present colleague, My,
Egerton, who will,befo;e long,assume charge of the office of Lieutenant-Governor,
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will give his cordial support to the principles which have been laid down, and
that he anticipates no serious difficulty in their application to the Punjab.

~ «The total amount of the contributions thus made to the Imperial Treasury
for Bengal and the North-Western Provinces is estimated to be, in 1877-78,
£3756,000.

“The combined result of the arrangements made with the Local Governments
in regard to both Ordinary and Extraordinary income and expenditure is that the
" estimates of the coming year have been improved to the extent of £520,000 :
it will be understood, from what I have already said, that it is not mnow
possible to state *exactly what portion of this amount will be provided by new
taxation ; but it will not exceed £325,000, and will probably be less.

“ The questions of which I have been speaking are closely connected ‘with
another subject of great importance. In a despatch to the Government of
India, dated the 25th November 1875, the Secretary of State called attention
to the question of the proper incidence of the charges which have to be.
incurred for the relief of famine: he said that, however plain may be the
primary cbligation of the State to do all that is possible towards preserving
the lives of the people, it would be most unwise to overlook the great danger
- of tacitly accepting, if mot the doctrine, at least the practice, of making
the General Revenues bear the whole burden of meeting all local difficulties
or of relieving all local distress, and of supplying the needful funds by bor-
rowing in a shape that establishes a permanent charge for all future time.
The Secretary of State fully admitted the difficulty of a satisfactory solution
of the question of how local resources can be applied to aid in meeting local.
wants ; but he said that this difficulty ought not to be allowed to obscure the
perception of the vital importance of such a solution to the future well-being
of the country, and the necessity for establishing some system under which
shall be suitably recognized the undoubted responsibility which rests on the
people themselves to provide for their own support.

* In the instructions lately issued by the Government of India to Sir Richard
Tewple, in respect of the inquiries which he is now conducting with signal
ability and success in the famine-stricken districts of Madras and Bombay,
the same doctrine of the necessity for enforcing some system of local responsi-
bility for providing local relief was recognized by the Government v Tudia;
and I wish that it were now in my power to inform the Council that some
practical conclusions had been arrived at. This I cannot do ; but the question
will receive the careful consideration of the Government, and I hope that a
useful solution of it may be found, by which, while the Imperial revenues
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are duly protected, no unjust or excessive hurdens shall be imposed upon local or
provincial interests: this last condition is obviously essential. Meanwhile, the
measures which I have been explaining arc a step in the direetion which I have
mentioned ; by throwing upon each provinco the responsibility for meeting the
charges necessary for providing the canals and railways required to protect its
own people against famine, we give practical recognition to the priuciple on
which the Sceretary of Stato has insisted, and we obtain, to a certain extent,
though far from completely, that safeguard for the Imperial Revenuo wlhich
he thought so necessary. This at least is certain, that the rclief of famine must
be looked on as an ordinary charge to be met from revenue, and not from
borrowed moncy.

“The question has often been raised of late, whether it is really possible
for the State to undertake the responsibility of preserving the lives of the people
during famines, tho periodical recurrence of which in India mustunhappily be
looked upon as certain: for my own part I do not think the answer difficalt :
it scems to me idle to discuss whether the Government of India, on account of
financial considerations, can deliberately allow people to die of starvation:
it is quite clear that it can do nothing of the kind :it is a fact which
has to be accepted that life must be saved, whatever be the cost. It is
conceivable that the perforr:ance of such a task might become impossible;
but I can conceive many other causes which would make the Government of
India by the English impossivle ; and I see no use in speculating on what may
happen, in conscquence of firancial orother ruin,in some distant future, under
circumstances which cannot now be foreseen.

¢ T have tried to read for myself the lessons of the past, and they appear to
me to show that if we treat this great famine question in a rational way, and
base our measures on true principles, wo shall find no insuperabloe difﬁcuity in
dealing with it. The first thing to be distinctly declared is that, while the State
fully accepts the necessity of saving life, and of preventing extreme distress, it
refuses to attempt to take upon itself, in time of famine, more than in any other
time, the impossible task of preventing and relieving all human suffering ; and
that we will not allow the strong and natural desire to provide immediate re-
medies against present misery, to blind usto the duties which we owe to the
people of the Emjive at large, and to future generations. The task of
giving relicf to all the,e who suffer, offers the noblest opportunities of doing
good to well-applicd private charity and intclligence and zeal; but it
cannot be undertaken by the State. '

« 8o far from the experience of past and present famines showing that the

performance by the Government of its proper duties in regard to the relief of
1
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famine is, on financial glounds, impossible, all the facts.secm to me to point to
an opposite conclusion : it is not only in the reliefof famine that it is easy to
throw away millions; and, whenever there has bcen a very heavy expenditure
on famme relief, it has (such at least is my belief) resulted from causes which,
we can now see, might have been avoided, and which we ought to be able to
avoid in ﬁxture.

« T earnestly hope that we shall not allow the present famine to pass away,
without learning from it the necessity of adopting a clear and definite policy
for dealing with such calamities in future: I believe that we can undertake to
do everything that a Government ought “to do, without any of the ruinous
consequences which are sometimes predicted. Very scrious obligations are
undoubtedly imposed upon us: we must, and will, take measures for guarding
against the dangers with which these periodical famines threaten our finances;
and, although I cannot now say what those measures will be, the Government
of India will not shrink from the duty which rests upon it,

* 'When, my Lord, only afew months ago, I accepted my present office,
I iooked forward confidently to proposing, in my first Financial Statement,
several fiscal reforms of extreme importance: I hoped, among other things,
that we should have been able to undertake measurzs which it has long seemed
to me are more urgently required than almostany that can be named; measures
for the reform of the system under which the salt duties are levied throughout
India ; for enabling the people, through vast tracts of country, to obtain what
they cannot obtain now—plentiful supplies of cheap salt; for abolishing
that opprobrium of our Government, the Inland Customs Line; and for getting
rid, at the same time, of one of the very worst taxes ever levied by a civilised
Government, the transit duty on sugar, the produce of our own territories. I
hoped, at the same time, that it would have been possible to take a really
practical and decisive step towards redeeming the pledges given by the Secretary
of State for the removal of the Customs duties on cotton goods: thosc pledges
were, in my opinion, wisely given ; and I looked forward with the greatest satis-
faction to being able to take an active part in carrying out the policy which
Her Majesty’s Government has approved. Unfortunately these hopes have been
disappointed : the terrible famine, from which so large a portion of India is
now suffering, and which causes such unccasing auxicty to the Government
and imposes such serious burdens upon the finances, has rendered it impossible to
deal with these questions. The next best thing, however, to bringing great
measures into effect, is to prepare the way for their execution hereafter;
and I desire to tell the Council and the public what the policy is which
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the Government is firmly resolved to carry out: the Government has a distinet,
programme which it intends to keep constantly in view.

“There is, perhaps, no great Indian question which has proveked so much
discussion as that of salt, and no question on which high authoritics have come
to more opposite conclusions: it has been declared, on the one hand, that
among all the main sources of the cxisting income of the State, the tax upon
sult is une of the best, and one of those least felt by the people, and that by
means of it, we raise a great revenue with the least possible oljection : it.
has been frequently declared, on the other band, that of all taxes this is the
worst and wickedest.

“If I were to attempt torcpeat to the Council all that has been said in
support of these contending views, I should not get through my Financial
Statement to-day : all that I can do is to state the conclusions of the Govern-
ment, and the reasons for them: having, for many ycars past, given to this
subject a- large share of my attention, I feel great confidence that the policy
is right which the Government, with the approval of the Sccretary of State,

intends to pursue.

“It is unnccessary now to discuss the question whether salt is or is not a
proper subject for taxation in India; we, obviously, cannot do without the
revenue which it gives us : for my own part, however, I believe the tax to be,
on principle, open to no objection ; and this is the view which was laid down by
the Secretary of State when the question was before him some yecars ago. I
will read to the Council an extract from a despatch from the Duke of Argyll
on this subject, dated the 21st January 18G9, not only because it appears to
me to express, with great clearness, views which are statesmanlike and true;
but because it contains, I believe, the last authoritative statcment of opinion on
this subject given by Her Majesty’s Government to the Government of India: —

“On ull grounds of gencral principles, salt is a perfectly legitimate subject of taxation :
it is impossible, in any country, to reach the masses of the population by dircet taxes:
if they are to contribute at all to the expenditure of the State, it must be through taxes
levied upon some articles of universal cousnmption. If such taxes are fairly adjusted, a
large revenue can be thus raised, not only with less consciousness on the part of the péople,
biat with less real hardship upon them than in any other way whatever: there is no other
article in India :ﬁlswering this description upon which any tax is levied : it appears to e
the only one which at present, in that conntry, can oceupy the place which is held in our own
tinancial 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 Indin must continue to |y
regarded as a legitimate and important branch of the publie revenue.
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«Itis the duty, however, of the Govemment to sec that such taxes are not so heavy

as to bear unjustly upon the poor, by amounting to a very large percentage upon their ne-
cessary expenditure.

“The best test whether an indirect tax is open to this objection is to be found in its
effect upon consumption.

“T observe that several of those officers whose opinions upon this question have been
givon in the papers before me, found that opinion upon what they have heard, or what they
have not heard, in the way of complaint among the native population:but this is a
very unsafe ground of judgment: it is one of the great advantages of indirect taxation, that
it is so mixed up with the other elements of price, that it is paid without observation by the
consumers : even at home, tvhere the people are so much more generally educated, aud more

accustomed to political reasoning, the heavy indirect taxes formerly levied upon the great

articles of consumption were seldom complained of by the poor: they were not themselves
conscious how severely they were affected by those taxes, and how much more of the articles
they would consume if the duties were lower. But whilst this peculiarity of indirect taxa-
tion makes it a most couvenient 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 those on whom they fall.”

“The Government has endeavoured to give to this great question the con-
sideration which the Secretary of State thus referred to: Does the Salt tax
press heavily and unjustly on the people ?

** I must state, in the first place, that, although the Government of India has
adopted the conclusions which I shall presently describe, it must not be sup-
posed that the Government is committed to every opinion which I am about
to express: I do not know that, in fact, any difference of opinion exists among

"the members of the Government; but, on a question of so much difficulty,

there may be many matters of detail in which unanimity can hardly be
expected.

~

“The circumstances under which the Salt duties are levied vary greatly
in different parts of India. Bengal and Assam, with sixty-seven millions
of people, get mnearly the whole of their salt supply from Cheshire, a re-
sult mainly of the fact that the exporls which India sends to Europe greatly
exceed the imports which she receives: salt comes virtually as ballast. Al-
most the only local source within easy reach, from which Bengal can obtain
salt, is the sea, and the natural facilities for making salt on the Northern coasts
of the Bay of Bengal are not great: the climate is so damp that salt can-
not easily be obtained by the cheap process of solar evaporation; and owing
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to the vast quantities of fresh water poured in by the Ganges and DBrah-
maputra, the sca is less salt than on tho other shores of India.

“In Madras and Bombay, on the other band, containing together about
forty-seven millions of people, the manufacture of salt from the sea is cheap
and easy ; and, for these Presidencics, as well as for the greater part of the Central
Provinces and the Native States of Southerp India, the sea is the great sourco

of supply.

* Coming to Northern India we find that the Punjab possesses inexhaustible
supplies of rock-salt, which is consumed by about fourtcen millions of people.
Throughout the North-Western Provinces and Oudh, and a portion of the
Central Provinces and of the Punjab, on the other hand, although there are many
places where more or less impure salts can be produced, the home sources for
the supply of good salt could never be sufficient : forty-seven millions of our
own subjects depend almost entircly for their salt on the Native States of
Rajputana or on places on the confines of those States.

“The system under which the duty is levied, and the rate of duty, vary in
the different provinces. InMadras and Bombay the rate of duty is Re. 1-18 per
maund (82 Ibs): in Madras, this is collected under a monopoly by which all salt
is manufactured on behalf of the Government, and sold to the people at a price
which gives a profit equivalent to the duty: in Bombay tke duty is levied as
an excise. In Lower Bengal the tax is Rs. 8-4 per maund, and is levied chiefly
in the form of a Sea Customs Import duty. Inthe Upper Provinces of this Presi-
dency the rate is Rs. 3 per maund: in the Punjab, this is included in the
selling price of the rock-salt, which is the property of the Government; in
the rest of the Upper Provinces,-the duty is levied when the salt is imported
from Rajputana.

“For this purpose, and to prevent the ingress of salt taxed at lower
rates, a Customs Line is maintaincd, extending from a point north of Attock to
near the Berar Frontier, a distance of more than fifteen hundred miles ; similar
lines, some hundreds of milesin length, are .established in the Bombay Pre-
sidency, to prevent untaxed salt from Native States entering British territory.
Along the greater part of this enormous system of Inland Customs Lines, which,
if they were put down in Europe, would stretch from London to Constantinople,
-a physical barrier has been created, comparabie to nothing that Ican think
of except the great wall of China: it consists principally of an impenetra-
ble hedge of thorny trces and bushes, supplemented by stone walls and ditches,
across which no human being, or beast of burden, or vehicle, can pass without
being subjected to detention and search: it is guarded by an army of some

Q
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eight thousand men, the mass of whom receive as wages six or seven rupees
a month. The bare statement of these facts is sufficient to show the magni-

tude of the evil.

“Although I believe that every thing is done, which can be done under such
‘circumstances, to prevent abuses, it may be easily imagined what inevitable and
serious obstruction to trade, and annoyance and harassment to individuals,
must take place: I remember a graphic account by Sir George Campbell,
in which he described the evils of the system, and the instruments of the
nature of cheese-tasters which are thrust into the goods -of every one whose
business takes him across the line. The interference is mnot confined to
the traffic passing into British territory; for, owing to the levy of the export
duty on sugar, to which I have still to refer, the same obstructions are
offered to the traffic passing in the other direction. In spite, however, of the
evils inseparable from the existence of an Inland Customs Line, it is practically
impossible to dispense with it so long as we levy our Salt tax at different rates
in different Provinces, and have no means of controlling the manufacture and
taxation of salt produced in Native States until the salt reaches the British
Frontier. '

"¢ The great object at which the Government ought to aim is to give to the
people, throughout India, the means of obtaining, with the least possible incon-
venience, and at the cheapest rate consistent with financial necessities, a
supply of salt, the quantity of which shall be limited only by the capacity
of the people for consumption.

« Although much has been done, during the last six or seven years, towards
this object, we are still far from its attainment: a comparison between the
average consumption of salt per head in different parts of India proves, incon-
testibly, that, where salt is cheap and abundant, the consumption is much larger
than where it is dear, and where the supply is restricted. In Madras, for
instance, the recent inquiries of the Salt Commission show an average annual
consumption of more than 12 ibs. per head; and, in the greater part of the
Bombay Presidency, the rate does not fall much short of this: in Bengal the
consumption is about 9% Ibs. per head ; while in the North-Western Provinces
and Oudh, although it is very difficult to speak positively on the subject, the
rate can hardly exceed, if indeed it amounts to, 6 Ibs. per head.

“The existing system in Northern India has not even the merit of being
financially profitable : for instance, the Madras Salt Commission show that
thirty-four millions of people in that Presidency pay Salt duty at Re. 1-13 per
maund, amounting to £927,000: if these people, instead of consuming more
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than 12 ibs. a head, consumed, like the people of Northern India, less than half
that amount, and paid a duty of Rs. 8 per maund, the revenue would be only
£160,000. There can be no doubt that, in the interests of the revenue, the best
system would be that under which we should levy throughout India a low
rate of duty on unrestricted consumption.

“1I have a strong belicf that more than a hundred millions of people fail
now to obtain a full supply of salt: I do not for a moment assert, nor do T
believe, that the actual supply is insuflicient for the preservation of health; nor
do I at all agree with those who maintain that the salt tax presses with extreme
severity on the poorer classes: but, however this may be, it is a great evil
that the supply of this necessary of life should be restricted ; and the restriction
is not only mischievous in respect of human consumption, but in this way also,
that there is little salt for the cattle, and little for any of the munufactunno
processes in which it would be useful.

It must not be forgotten, however, that the price of salt depends not only
on the amount of the duty imposed, but on other charges: for example, as I
harve said elsewhere, the North-Western Provinces depend practically for their
salt on the inexhaustible supplies which exist in the Native States of Rajputana :
for a long time, the British Government acted as if it -were its object to
aggravate by artificial obstructions, the natural difficulties in bringing the salt
into its own territories; we placed between our markets and the salt sources
a great Customs Line; imposed on all salt crossing it a heavy duty; and
ignored everything on the other side of that line: thus, for cxample, salt
from Sédmbhar had to find its way two hundred miles through Native States,
with no roads or bridges, and subjected to imposts; and exactions, and
hindrances of every kind, until, at last, it came to the greatest hmdranc° of all,
our own preventive line.

« For such a state of things it was obvious that the mere reduction of the
duty would do little or no good: the salt dealers, and not the consumers,
would have been the chief gainers: with the existing means of communication,
it was a physical impossibility to bring from Rajputana the salt required for
some fifty millions of people: that task was one that could not be performed
by any number of carts, and camels, and ponics which it was possible
for the country to furnish ; and thesc were the only means of transport: there-
fore it was that I have sometimes asserted that there was a salt famine ip
Northern India, meaning thercby, not only that salt was dear, but that sufficient
salt could not be provided. TFor such a condition of things reduction of duty
would no more afford a remedy than it wounld be a remedy in a food famine to
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give money to the people wlien no food cxisted in the markets: Lord Mayo saw
that there were two essential conditions to be fulfilled before relief could be
found: it was necessary to provide cheap means of transport, to a practi-
cally unlimited extent, between the salt of Rajputana and our own markets;
and also to make arrangements by which the price of salt to our people should
be freed from influences outside our territory.

“The first condition could only be provided by making railways into
Rajputana; the second condition rendered it necessary that our Government
should obtain complete control over tlie manufacture and supply of salt at the
chief places of production. The first of these two conditions has recently been
fulfilled by the extension of Railway communication from Agra and Delhi to
the Sémbhar salt lake: towards the second a great step was made when we
obtained, under Lord Mayo’s Administration, from the States of Jaipur and Jodh-
pur, the lease of this lake, the most important of the salt sources of Rajputana,
and acquired, by an amicable arrangement, which was as profitable to the Native
Chiefs as to the British Government, the complete control over the local manu-
facture of salt. '

“The practical result of tLese measures has alrcady been, not only to faci-
litate the supgiy of salt to the Upper Provinces, but greatly to reduce its price :
salt which, before 1869, was sold at Agra for Rs. 5-12 per maund, is now pro-
curable for Rs. 4, and the price is still diminishing.

“ During the Administration of Lord Northbrook, another important step in
advance was taken: in 1874 about 800 miles of the Customs Line in the
Central Provinces, maintained for the purpose of levying the difference between
the duty on salt levied in the Central Provinces and that levied in the Bombay
and Madras Presidencies, was abolished: at the same time, the difference
between the rates of duty levied in the Bengal and Madras Presidencies was
shaded off by a sliding scale down the Orissa and Ganjam' Coast: the result
of these measures has been greatly to reduce the price of salt in the Central
Provinces and in Orissa, with practically no financial loss to the Government.

“ Recently the extension of the Northern State Railway to Jhelum has stimu-
lated the sale of rock-salt at {he Government mines in the neighbourhood, and
decreased its price to the people.

“We are, at present, engaged in further negotiations with the Native States
of Rajputana, which, when completed, will enable us to abolish the greater
part of the Inland Customs Line, and to establish, instead of it, a system of
local management at the places of production : the measures now in progress
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will benefit not only the British Government, but the Native Chicfs also:
thers is no antagonism between our interests; and I confidently anticipato
a successful issue. It will not, however, be possible to abolish the Inland
Customs Line simualtaneously with our obtaining the control over the manu-
facture of salt at the places of production: there will be, for some time, in
{ajputana and Central India, large quantitics of salt which have left tho places
of production and are scattered about in the hands of traders: if the Customs
Line were removed, this salt might be Lrought into British Territory ; and,
ifit could not be taxed, a corresponding loss would be occasionod to our Salt
Revenue.  Although, therefore, establishments on the Lino may be, to some
extent, reduced, the line \\'jll not be removed, or the pass system abolished, until
the Government is satisfied that there do not exist outside the Line large stocks
of salt which has not been taxed, and which cannot be otherwise prevented from
entering British Territory until it is taxed. Nor would it be safe to abolish the
Customs Line until we learn by experience whether our arrangements for
controlling the salt manufacture arc efficient or not.

“Morcover, before theseobjects can be accomplished, it will be necessary
to take steps towards the equalization of the dutics on salt; and this is
also an indispensable preliminary to their general reduction: I had hoped
on this occasion to have been able to announce some immediate measures
in this direction; but, as I have already stated, this is rendercd impossible
by the famine. I should have been glad, had it been possible, to have
seen an immediate reduction in the rate of duties in the Bengal Presidency
to that in force in Madras and Bombay: but there is rcason to fear that,
before this point can be reached, it will be nceessary that some temporary mea-
sures should be taken for raising the lower rates of duties while lowering the
higher. '

«I have alluded to the duties levied on sugar exported across the Inland
Customs Line : these are one rupee per maund on refined sugar, and six annas per
maund on unrefined sugar, or saccharine produce. Except where the line runs
along the left bank of the Indus, exports across it arc taken to Native States ;
but, when it passes the Indus, the sugar is merely talen from one part of British
.territory to another. This sugar is all the produce of our own people in the
North-Westcrn Provinces, Oudh, and the Punjab: it is one of tho most
important agricultural staples of thosc provinces ; and it is important not only
to the agriculturists and manufacturcrs and consumers, but dircetly to tho
Government, which looks greatly to sugar cultivation for its irrigation revenye,

R
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¢« While we aro taxing heavily our own sugar grown on the east of the
Customs Line, for the supply of the country beyond it, we admit into the same
country the Mauritius sugar, which is imported largely to Bombay, taxed at a
much lower rate. It is calculated that the Inland Customs duty is cquivalent
to 10 per cent. on the value; but the incidence of the duty varies considerably,
particularly on refined sugar: on the cheaper kinds the duty is equivalent to
more than 20 per cent. on its value: the sea imaport duty on Mauritius sugar
is b per cent. ad valorem. I do not assert that there is, at present, any great
competition between the sugar of the Upper Provinces of this Presidency and
foreign sugar; but, so far as competition exists, the Inland Customs duty
acts as a protective duty in favour of foreign. and- against our own sugar:
to this extent, the duty must fall on the producer within the Customs
Line. The compcetition will be more apparent and severe when the connection
of the Rajputana State leway with the Bombay and Baroda Line is completed

“Little or no sugar is grown in Rajputana or Central India; and the
increase of price caused by the Inland Customs Line must tend to diminish
consumption, and so, still further, to injure the producer: it is impossible to
estimate the injury to the people and the Government caused by placing artificial
obstructions on the export of one of the great agricultural staples of the
country; and such obstructions obviously affect not only the export but the
import trade as well: the Government of India has repeatedly urged upon
Native States the policy of abolishing their transit duties; but it is difficult
to see with what consistency we can do this, so long as we retain our Sugar
duties. They yield about £165,000 a year: this is my only excuse for not
proposing their instant abolition: they will, at any rate, disappear with the
abolition of the Inland Customs Line.

« My Lord, I have reserved to the end of my Statement the remarks which I
wish to make regarding the Customs duties on cotton goods. I do notnow wish
to re-open the discussion which was finally closed last year by the Becretary of
State : it was then decided by Her Majesty’s Government that * the interests
of India imperatively require the timely removal of a tax which is at once
wrong in principle, injurious in its practical effect, and self-destructive in its
operation,” The Secretary of State, while leaving to the judgment of the Go-
vernment of India the mode in which the policy thuslaid down should be car-
ried out, declared his opinion that measures for the abolition of these duties
should have priority over every other form of fiscal relief to the Indian tax-
payers. Financial embarrassments arising from the depreciation of silver
prevented any practical steps being taken, last year, in this direction: it
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was thought unwise to-give up any revenue at such a time; and the
Sccretary of State concurred in this decision. It is with great regret that
I have to announce that, for rcasons similar to those which prevailed a yecar
ago, it has been decided that nothing can bo done, at the prescnt moment,
towards the abolition of thesc dutics: the financial difficultics caused by
the famine are so serious that we cannot sacrifice any source of income.

“I regret this, not only because we are thus unable to carry out the orders
of Her Majesty’s Government, to which this Government owes a loyal and
unhesitating obedience, but I regret it, personally, because, as the Council are
aware, I am no recent convert to the policy which has been laid down, but
have been, for many years past, onc of those who have advocated the abolition
of these duties at the carliest possible opportunity.

“I altogether disbelieve that there is, in this matter, any conflict between
Indian and English interests: I am satisfied that these interests are iden-
tical, and that they alike require the abolition of this tax. I will not
speculate on what ought to have heen done if the case had been different ;
but there is one thing which I wish to take this opportunity of saying:
we are often told that it is the duty of the Government of India to
think of Indian interests alone, and that if the interests of Manchester
suffer it is no affair of ours: for my part, I wutterly repudiate such
doctrines : I have not ceased to be an Englishman because I have passed the
greater part of my life in India, and Yiave become a member of the Indian
Government. The interests of Manchester, at which foolish people sneer,
are the interests not only of the grcat and intelligent population engaged
directly in the trade in cotton, but of millions of Englishmen: I am not
ashamed to sb.y that, while I hope that I feel, as strongly as any man, the
duties which I owe to India, there is no higher duty in my estimation, than
that which I owe to my own country. I believe that our countrymen at
home have a real and very serious grievance, and that it is no imaginary
injury against which they complain: I know that Your Excellency has re-
solved that the Government of India shall not shirk this business; and there
need be no fear that it will be regarded in any half-hearted spirit. Your
Excellency took tho earliest opportunity which could be found, after you
had assumed the office of Viceroy, to declare publicly your views upon this
subject; and if I say no more regarding it now, it is mainly becausc I
feel sure that Your Excellency will not loso the present opportunity of
publicly declaring those views again : for mysclf personally, if I had not
confidently expected to take part in this great reform, I doubt whether
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anything would have induced me to accept my present office; and I trust that
I may still bave a share in the performance of a task which I look upon as
one of the most important which this Government has before it.

«It is important, in my opinion, not only on its own account, but for the results
which may follow hereafter. The net Sea Customs Revenuo proper of India
amounted in 1875-76 to £2,475,630, of which the duties on cotton goods yiclded
£850,000: when the cotton dutiesare removed, there will remain export duties on
rice, indigo, and lac yielding together £620,000; and 1mp01t duties on a multi-
tude of articles yielding £930,000. Excluding the duties 6n cotton goods, the
export and import duties together give £1,650,000 : many of these duties are so
objectionable that it isimpossible that they can last : and can it be supposed that:
we should long continue to maintain huge establishments for the purpose of
levying the small remnant of revenue that might survive ? The truth is that
cotton goods are the sole article of foreign production which the people of
India largely consume, and there is no possibility of deriving a large customs
revenue from anything else: I do not know how long a period may elapse
before such a consummation is reached; but, whether we sec it or not, the time

is not hopelessly distant when the ports of Incia will be thrown open freely
to the commerce of the world.

“F feel, my Lord, that the Statement which I have made to-day is
open to this general objection, that I have said comparatively little of what
has actually been done, and a great deal of what may be done in the future :
I may be told that it is seldom wisc for a Government to go out of its way to
pledge itself to Measures which it intends to adopt hereafter, and which may
turn out, after all, to be impracticable. TUnder our present circumstances, Ido
not think that this is applicable to us : a distinct conception having been formed
of some at least of the great objects at which our financial policy ought to
aim, it seems to me highly desirable that a clear and public avowal of those
objects should be made: the Government may thus hope to obtain the great-
est advantage which an honest Government can desire,—a full examination and
discussion of its proposed policy: such discussion will either help it to carry

that policy into effect, or will enable it to avoid errors into which it might
otherwise fall.

“I have now, my Lord, finished my Statement: I have endeavoured to
place before the Council and the public all the facts which it seemed to me might
belp them to form an accurate judgment on our financial position and on our
proposed policy : I have not attempted to keep out of sight anything which
was unpleasant; but have perhaps rather been inclined to err in the other
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dircction, and to bring almost too prominently into notice the weak points of
our financial administration.

“The final result which seems to me to come out very clemly is that the
finances of India are, on the whole, in a prosperous and satisfactory stato;
and, that although therc are some serious defects of system, they can certainly
be removed : while I do not disguise from mysclf the fact that there may be
grave difficulties Dbefore us, I look forward to the future not only with hope but
with confidence.”

MINUTE, DATED 15t MARCH 1877, BY THE HON’BLE SIR JOHN STRACHEY,
K.C.8.1., ON THE ACCOUNTS OF THE REVENUE AND EXPENDITURE
AND RECEIPTS AND DISBURSEMENTS OF BRITISH INDIA IN 1875-76,
AND THE REVISED ESTIMATES IFOR 1876-77.

I PrOPOSE, in this Minute, to review the Accounts of Revenue and Expen-
diture and Receipts and Disbursements, which are now completed for the year
1875-76, and the Revised Estimates for 1876-77, the year which is now about
to close. My explanation of the Budget Estimates for the ensuing year,
1877-78, will, on .fhis occasion, be made in the Legislative Council.

I must, in the first place, explain that the Ablstract Statements of the
Accounts of the Revenue and Expenditure of 1875-76 aund the Estimates of
18'76-77 and 1877-78 which I have now the honor to place before the Council,
differ in form from the Statements prepared during the last seven years.

From the 1st April 1871, the Government of Lord Mayo entrusted to the
management of the Local Governments and Administrations certain important
services, with Consolidated Allotments from the Imperial Revenues for their sup-
port; and the revenues connected with these services were, at the same time,
surrendered for provincial uses. It was thoughtinexpedient to retain in the Im-
perial Accounts and Estimates the details of tho revenue and cxpenditure thus
made over to’ the Local Governments : accordingly, since 1871-72, these trans-
ferred Heads of Revenue and Expenditure have been excluded from the General
Estimates and Accounts, the whole transactions respecting them being repre-
sented, there, by a single net entry under the Head Allotments for Provincial
Services. The details thus omitted have been published in subsidiary state-
ments, and each Local Government has given due publicity to its own Pro-
vincial Estimates and Accounts.

The Government of India now sees reason to regret the method then -
employed, because, by this method, figures of interest and importance are
relegated to subordinate statements; the General Accounts and Estimates

8



" 166 FINANCIAL STATEMENT.

become incomplete; and the character of the arrangements between the
Imperial and the Local Governments is not truly represented, or their
operation sufficiently illustrated. The Government of India has, therefore,
resolved to re-introduce into the Imperial Accounts and Estimates all the
details omitted therefrom since 1871-72.

Accordingly, in the Abstract Statements which I now present to the
Council, the heads of Police and Education appear again on each side of the
Account, and the head Allotments for Provincial Services disappears, its
elements being distributed among the several Heads of Revenue and Ex-
penditure from which they were onfrmnlly subtracted. Moreover, the State-
ments contain thrce new Adjusiing Heads which are necessary in consequence
of the arrangements betweén the Imperial and Local Governments, and which
will, I believe, usefully illustrate the practical working of these arrangements.

'The Local Governments are entitled to keep for provincial uses any sur-

plus, while they must make good from provincial resources any deficit, upon

their Provincial Accounts as a whole ; such surplus is added to, and such deficit,

" in the first resort, supplied from, the Balances of the Local Governments in the

hands of the Impcrial Government. These additions and subtractions will

henceforth be recorded under the Heads Balances of the Local Governments
Increased and Balances of the Local’ Governments Decreased.

It may happen, however, that the balance at credit of a Tocal Govern-
ment does not suffice to cover a deficit in its Provincial Accounts; or, for
other reasons, a Local Government may think it right to contribute funds from
its separate provincial resources in support of the Imperial services which it ad-
ministers. Whenever such contributions are made, they will be recorded under
the Head Provincial Contributions. It isnot deemed expedient to open on the
expenditure side a corresponding account of- Contribulions to Local Funds,
because, although such contributions are frequent, and might be found to coun-
terbolance some substantial part of the Provincicl Contributions, their ob-
ject and destination canalways be classified under some Service Head, and it
is considered better thus to classify them; than to show them under a mere
Transfer Head, which would give no information as to the nature of the
service for which they are made.

Taking the three Adjusting Accounts Provincial Contributions, Balances
of the Local Governments Decreased, and Balances of the Local Governments
Increased together, a very good idea can be formed of the financial working
of the arrangements with the Local Governments,
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The engagemonts between the Imperial and Local Governments will no
longer affect the form of the Imperial Accounts and Estimates, except through
the adjusting accounts which I have deseribed. The Revonue and Expendi-
turo under all other Heads will be recorded without any refcrence to the
several responsibilities of the Imperial and the Local Governments, which will
be matter for arrangoment altogether apart from the Accounts. Thus, hence-
forth, any one wishing to ascertain the total imperial revenue and expendi-
ture of British India, under the scveral recognised Hoads of Account, will
be able to do so from the General Accounts and Estimates. It scoms to
me that this will bo an advantage; and that the re-combination of the
Accounts and Estimates- of the Imperial Revenucs and Expenditure, whether
immediately administered by the Imperial or by the Local Governments, into
one Imperial Statement, will make the whole more intelligible, and enable both
the Government of India to control the Revenue and Espenditure, and the
public to criticisc the Accounts, morc effectually than heretafore.

It will be necessary for the Local Governments to excerpt, for their own
information, the items of Revenue &nd Expenditure for which they are
primarily responsible: they will be required to publish the Accounts and
Estimates thus compiled, which will be of great local interest; but such local
Accounts will not form a part of the Accounts of British India.

A change is made in the manner in which the transactions of the
Guaranteed Railway and Madras Imigation Companies are exhibited in
Statements Nos. IV, V, and VI. Hitherto theso transactions have been
there shown net after climination of the cffects of the conditions of the
contracts as to the rate at which, in the accounts between the Government
and the Companies, Rupees are converted into sterling. Ienceforth these
transactions will be shown gross, in Rupees, just as they occur.

I ask a passing notice for another change of importance in the character
of the Abstract Statements. For the last ten years, these Statements have
“been prepared, ostensibly, in Pounds Sterling, on the hypothesis that the
English Pound is equal to ten Rupees. Since the Revenue and Expendi-
ture and Receipts and Disbursements of the Government of India, in India,
are really calculated in Rupees, the value of which, compared with the English
money of account, varics from time to time, it is plain that the Pound Stcllmrr
used in these Statcments was not a real Pound Sterling, but a conventional
money of account peculiar to this purpose. So long as the value of
Rs. 10 did not much vary, as for mary years it did not, from £1, there
was a certain convenicnce in this arrangement ; and the figures conveyed
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to English readers a meaning not very far from the truth: but, of late
years, there has ceased to be any close or normal relation between Rs. 10
and £1, and Statements prepared upon the hypothesis of such a relation, are now
untrue and misleading. I shall, therefore, revert to the use of Rupees in the
Abstract Accounts and Estimates appended to the Financial Statement: the
Secretary of State will use his own discretion as to the money of account in
which the Accounts and Estimates presented to Parliament shall be stated.
In combining the Sterling Receipts and Disbursements under each Head, at the
Home Treasury, with the Rupee Receipts and Disbursements under the same
Heads at the Indian Treasuries, it is only a degrce less incorrect to call the
totals, under each Head, Rupees, than it is to call them Sterling: the consequent
errors of detail, which, under the existing system, cannot be avoided,and which,
as will appear in the course of this Minute, are often highly inconvenient, are
neutralised in the Grand Totals by the entry of the sum of them under the ad-
justing Head Loss by Exchange ; the errors do not involve some of the most im-
portant Heads or the Grand Totals; and, although I am unable at present to
eliminate them, I prefer fo state the Accounts and Estimates in Rupees, as,
on the whole, much less misleading than if I were to state them in Pounds
Sterling.
PROVINCIAL ACCOUNTS, 1871—76.

It would have been interesting to compare the Accounts of the Local
Governments for 1876-76 as now re-incorporated in the Imperial Accounts,
with the corresponding portions of the last Accounts (for 1870-71), before
the introduction of the system of Consolidated Allotments for Provincial
Services; I shall attempt such a comparison in my Statement before the
Legislative Council ; but I fear that it cannot be made quite completely.

As nli‘eady explained, it is possible that a portion of the expenditure for
Education and Public Works now recorded as Imperial in 1875-76, would have
been treated as Local in 1870-71 and vice versd. Ih any case, the growth of the
expenditure upon these important Services in the five years was trifling; and
the Imperial Government has been, certainly, set free from importunate claims
upon its resources.

It will be remembered that the Governments of India inaugurated the
Provincial system by granting to the Local Governments balances aggregating
Rs. 20,00,000. Their receipts in the five years, apart from Provincial Contri-
butions, have aggregated Rs. 29,67,81,668, and the sum of Rs. 55,93,660 has
becn contributed to the Delegated Services from Provincial Resources. The
expenditure upon the Delegated Services has amounted to Rs. 30,03,76,338,
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and the balances of the Local Governments on tho 81st March 1876 wero
Rs. 29,46,800. Of the whole expenditure, Rs. 15,27,296 is recorded as Con-
tributions to Local Funds; but I am doubtful whether this can be accepted as
accurately representing the rclief to Local Funds by the transfer of ex-
penditure from the Local to the Imperial category ; the net burden upon separate
Provincial Resources eannot, in any case, have been very heavy. Of the gross
sumn of Rs. 55,938,660 shown as Prozincial Conlributions, Rs. 8,985,434 is on
account of Famine Relicf in Bengal, and cxplains the abnormal amount
recorded under this ITead in 1875-76. The Abstract Account of tho five years
is as follows :—

Assigued Levenucs of tke Local Gorernments, and their Expenditure upon the Delegated Services,

1571—715.
1is. Jis.
Onening Lulunce, 1st dpril 1571 20,00,000) | Erpenditnre on Transferred Ser- on
dssigned Revennes. .. we LI3,05938 rices . 30,03,76,358
Allotments from Tuperial Revenues 25,44,25,630 | Closing Balauce, Slst Mareh o 1o
Provincial Conlributions e 03,938,660 1876 e 29,145,890
Tolal v 30,33,25,22 S Total .. 30,33,25,225

In 1875-76, the Local Governments spent net Rs. 83,72,860* moro than their
Fixed Allotments and Assigned
Revenues together, of which

Rs. Rs.
& Provincial Contributions ... 1451150  Rs.18,91,710 was taken from the
Balances of the Locul Governmenls De- . .
creased e 23,33,500 balances at credit of the Local
Balances of the Local Gorermments . .
Iucreased ... . v 4SS0 Governments in the Imperial
/Lyl

Treasury, and Rs. 14,81,160 was
provided from Provincial Re-
sources.

33,72,560

I think it well to offer a few further explanations of the Provincial Con.
tributions, to which much intcrest attaches. The Local Funds in any Province
are of two kinds: many of these Funds belong exclusively to particular
districts or localities, and can be expended only for their benefit; but, in each
Province, there is a more or less considerable residuum at the disposal of the
Local Government for use, at its discretion, throughout the Province. When
the system of Consolidated Allotments of Imperial Revenue for certain
Delegated Scrvices was adopted, it was, at first, thought convenient to amal-
gamate the Accounts of the Transferred Services and Revenues with those
of the Local Funds at the disposal of the Local Governments for general

provincial purposes, and unnecessary to maintain any separation between
T
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these two Accounts. But this amalgamation was found to be inconvenient;
as it' made it difficult for the Government of India to ascertain, from time
to time, all the financial consequences of the new system as compared with
the old. The Government of India determined, therefore, some time ago, to
mrange for as complete a re-scparation as possible of the transactions which
would, under the old system, have been recorded in the Imperial Accounts, from
those which would have becn treated as transactions of Local Funds.

The abandoned system had made such progress that it is doubtful whether
this separation can be ‘completely effected as regards the past, or, even,
whether it is, as yet, perfectly accomplished asregards recent and current
expenditure. For this reason it cannot be said with confidence that the revenue
hitherto recorded as Provincial Contributions is all of the nature of a demand
upon separate Provincial Resources which would not have occurred under the old
systcp.  Indeed, it is certain that some considerable portion of these contribu-
tions is balanced by the record as imperial of expenditure which would, under
the old system, have been a charge upon Local, or separate Provincial Resources.
I hope, however, that the means will gradually be found of altogether removing
from both sides of the Imperial Accounts, in future, all transactions which,
under the old system, would, directly or indirectly, have been recorded under
“Local Funds:” when this is effected, the demands upon local resources for
imperial purposes will, 1 believe, be found to be, as yet, inconsiderable.

Tt will be seen from Statement No. VII that the whole sum raised in India
in 1875-76 by Local Taxes, Rates, and Cesses was only Rs. 2,03,83,620: the
estimated amount in 1876-77 is Rs. 2,07,32,000, and in 1877-78 Rs. 2,23,29,000.
This last amount is, however, exclusive of new taxation to be imposed under
the measures which I shall this day describe in the Legislative Council.

ACCOUNTS OF REVENUE AND EXPENDITURE, 1875-76.
I proceed to explain the differences between the Regular Estimates of the
Revenue and Expenditure of 1875-76 made by the Hon’ble Sir William Muir
on the 81st March last, and the Accounts of that year as since completed.

Sir William Muir estimated that the Grand Total Revenue would be
Rs. 50,99,10,000, and the Grand Total Expenditure Rs. 53,88,70,000 ; and that
there would be a Deficit of Rs. 2,89,60,000; or (the Extraordinary Expendi-
ture being estimated at Rs. 4,14,30,000), a Surplus on the Ordinary Account
of Rs. 1,24,70,000. Thoe completed Accounts show the Revenue to have
been Rs. 52,61,67,8687, the Expenditure Rs. 55,11,75,355, and the Deficit
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Rs. 2,60,17,468, being less than the cstimate by Rs. 29,42,632: the Extraor-
dinary Expendituro having been Rs. 4,27,06,290, the Surplus on the Ordinary
Account was Rs. 1,66,88,522, being more than the Estimate by Rs. 42,18,822.

The Revenue has execeded the Tstimate by s, 1,62,47,887, and the
Expenditure by Rs. 1,23,056,3556. Of theso exeesses, Rs. 97,23,653 on each
sile of the Account is due to the re-incorporvation, in gross, of the {rans-
actions of the Local Governments, which were represented in the Regular
Estimates, by a single nct entry ; if this disturbing cause be abstracted, there
remains an cxcess Revenuc of Rs. 55,24,234, and an excess Expenditure of
Rs. 25,681,702, of which Rs. 13,05,412 is in the Ordinary Scction of the Ac-
count, and Rs. 1'2,76,290 is Extraordinary. This latter excess is due to the
purchase of certain stores from the Guarantced Railway Companics for the
State Railways, a transaction not anticipated when the Regular Estimates
were closed.

It is not necessary now to make any minute comparison betweon the
details of Sir William Muir’'s Estimates and the Accounts, and I shall content
myself with mentioning only the principal items of difference. Only two
of the Heads of Revenue yielded, in a noteworthy degree, less than the
estimate, viz., Sulf, Rs. 4,15,850, -the clearances of Foreign Salt during March
having been abnormally deficient, and Irrigation, Bs. 1,12,800, an old Account
having been adjusted: all the other important Heads of Revenue show im-
provement, the chief items being as follows :

Land Revenue, Rs. 13,17,420, occurred in Bengal, where unexpected
arrears were collected, and in Madras. So large a portion of the Land Revenue is
collected at the close of the year, that it is impossible to secure absolute
correspondence even between the Regular Estimates and the Accounts of
Land Revenue.

Forest, net improvement Rs. 6,88,698, which oceurred chiefly in British
Burmah, and might perhaps have been foretold.

Marine, net improvement Rs. 5,35,639, cliefly in Bengal, where there
was an unexpected transfer entry.

The only important failure in the Estimates of Expenditure is under Re-
funds, under which Iead it became necessary to adjust a large crroncous credit
of Land Revenuc in Bombay.
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The expenditure on Fumine Religf was considerably less than the sum
shown in the Regular Estimates. The Imperial Expenditure was, indced, only
Rs.. 50,85,650, being less than the Regular Estimate by Rs. 14,74,450. But,
under the new system of combining the two Accounts, the Provincial Ex-
peaditure, in 1875-76, upon the Famine, Rs. 8,72,243, is added to tho Imperial
Expenditure, and the whole becomes Rs. 59,67,793.

In the Original Estimates of Revenue and Expenditure for 1875-76 provi-
. sion was made for a Surplus upon the Ordinary Account of Rs. 50,60,000.
The actual Surplus was Rs. 1,66,88,822; and this, notwithstanding a revision
of the Oustoms Tariff, in the middle of the year, with an estimated effect of
Rs. 26,60,000 adverse to the Estimates; notwithstanding, also, an unestimated
adjustment from the Imperial Revenues of Rs. 50,585,650 for Famine Relief.

The Revenues exceeded the Original Estiimates by Rs. 1,72,34,234, and the
Expenditure exceeded the Estimates by Rs. 56,05,412. The principal items of
improvement are Opium, Rs. 50,28,600, and The Army, Rs. 51,31,640: minor
improvemenfs are Land Revenue, Rs.12,47,420; Forest, Rs.10,30,080 ; Excise,
Rs. 12,68,770; and Cusloms (notwithstanding the revision of the Tariff),
Rs. 4,46,680. The chief items of deterioration are Famine Relief, Rs. 60,585,650,
and Public Works Ordinary, Rs. 19,05,5630.

Of the Extraordinary Expenditure, Rs. 8,16,561,840 was spent upon Rail-
roads, chiefly as follows :—

Rs. Rs.
Rajputana ... 33,69,370 Punjab Northern ... 32,69,800
Holkar ...- ... 28,839,730 Sindhia ... ... 557,810
Neemuch ... 20,03,080 Tirhoot ... . 9,75,760
‘Wardah Valley ... 14,08,940 Northern Bengal ... 81,838,540
Indus Valley ... 1,00,62,100 Rangoon . ... 4095180

and Rs. 1,10,64,450 on Canals, principally as follows :—

Rs.- Rs.
Orissa Canals ... 10,560,430 Lower Ganges .. 25223870
Midnapore .. 3,35,730 ‘Western Jumna . 4,91,840
Séne ... ... 25,75,140 Bari Doab . 8,27,090
Ganges ... ... 5,82,550 Sirhind 14,84,260
Agra ... ... 5,91,450 Godavery Delta Works 4,48,300

Moota Lake ©ee 8,85,650
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The Total Capital Expenditure on Irrigation Works in India, to the cnd of
1875-76, amounted to Rs. 16,65,44,070, of which Rs. 8,70,80,5610 was classified
as Extraordinary as follows :—

Capital

Ordivary. Extraonlinary. Coxtxlt; :‘l'm- ,:":I‘;"")::‘ TOTAL,
for works.
Rs. Rs. Rs. Rs. Rs-
I.—Capital outlay in Provinces in

which the Revenue due to the
QOanals has been ascertained —
Bengal ... 14,63,490 8,9212,490 ... 51,440 4,07,27,420
North-Western Provinees ... 2,82,10,100 2,01,27,210 ...~ 10,57,960 4,93,95,270
Punjab <. 1,63,22,770 1,27,68,910 41,80,000 83,260 3,33,55,030

4,59,96,360 7,21,08,610 41,80,090 11,92,660 12,34,77,720

I1.—Capital Outlay in Provinces
in which the Revenue due
to Canals bas still to be

ascertained—

Madras ... 1,20,86,200 67,34,780 ... 1,87,70,950
Bombay . 1,0317.420 80,50,140 16,810 2,34,660 1,86,19,030
Rajputana ... o 1044140 1,86,980 12,381,120

2,38,97,760 1,49,71,900 16,810 2,34,660 $,86,21,180

III.—Capital Outlay in Provinces
in which Operations on Irri-
gation Works have been sus-

pended—
Central Provinces . 3,40,860 . vee 3,40,860
Oudh vee 4,41,080 4,41,080

—— ———

7,81,940 . e 7,81,940

———————

Porar or I, II, & IIL...7,01,76,060 8,70,80,510 41,96,900 14,27,320 16,28,80,79¢

IV.—Capital Outlay on Embank-
ment Works in British Burmah ~ 26,63,280 26,63,260

7,28,39,340 8,70,80,610 41,96,900 14,27,320 16,55,44,070

Rs.
The total Receipts during 1875-76 have been ... 69,86,570
From this sum the amount to be deducted for working expensesis... 33,41,780
Thus lézwing the Net Revenue at . s e 36,44,790
i
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which is 8'6 per cent. on a Capital Outlay of £10,072,328, which is the amount
spent on Oanals now yielding revenue.

Of the Rs. 4,27,06,290 classified as Extraordinary Expenditure,
Rs, 1,66,88,822, or 39 per cent., appears from the Accounts to have been pro-
vided from the Revenues of the year, leaving only 61 per cent. to be met
from borrowed money. The financial results of the year 1876-76 would
thus have been highly satisfactory if all the Extraordinary Expenditure had
been on really reproductive works. Unfortunately, however, no less than
Rs. 1,33,25,923 was expended under this head on the Punjab Northern
and Indus Valley Railways in 1875-76, and, as I shall have occasion to explain
elsewhere, the direct returns which we shall get from these Railways will be
very small. :

The expenditure for the relief of the Famine of 1874 in Northern Bengal,
may now be said to have been completely brought to account : there may be still
some outlying items ; but they will not be important. The totalis as follows:—

Rs.
In 1878-74 . 3,86,46,730
In 1874-76 . 2,23,78,600

" In 1875-76 (including ﬁxpenditure”f'mm Provincial Funds)...  59,57,798

Total ... ... 6,69,83,128

of which Rs. 898,434 was provided from Provincial Resources, and
Rs. 6,60,84,689 from the Imperial Revenues, There was a set-off in increased
Net Traffic Receipts on the Guaranteed Railiays estimated by Sir William
Auir, last year, at Rs. 17,00,000; but, on the other hand, there was some loss
of Ezcise and other revenue, and a substantial expenditure from Local Funds.
The whole net cost of the measures for.the relief of the Bengal Famine cannot
now be stated at less than 6% crores of Rupees.

If there had been no Imperial Expenditure for Famine Relief, the Surplus

Imperial Revenue of the three years on the Ordinary Account would have
been—

Rs.
1878-74... we  2,05,70,050
1874-75... . 2,550,675
1875-76... . 21T,74.370
Total we  6,79,14,995

Thus, according to the Accounts, the Revenues of the three years bore
the whole cost of the Famine, and even yielded a Surplus of Rs.9,31,872.
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If we add to this the sum of Rs. 8,958,484 contributed from Provincial Re-
sources, the net Surplus of the three years on the Imperial Ordinary Account
would be Rs. 16,30,806. This apparently happy result is marred by the fact
that there was, during these three years, an cxpendituro of Rs. 8,85,26,665
upon the Railways which I have just mentioned, which, although treated
as Extraordinary Works, cannot be expected to be, in any sufficient dogrec,
reproductive. In speaking of the arrangements proposed for the coming year,
1877-78, I shall refer more particularly to this subject, and shall explain the
resolution of the Government to treat, hereafter, expenditure of this kind as
ordinary.

ACCOUNTS OF WAYS AND MEANS, 1875-76.

I havo still to examine the Ways and Means by which provision was made
for the service of the year 1875-76, and to compare them with the Regular Esti-
mates. The figures which I am about toquotewill be found,in a convenientshape,
in little tables at foot of the page in the left hand corner of Statements
Nos. IV, V, and VI. Those with which they are to be compared are in the cor-
responding little tables in the centre of the same Statements appended to Sir
‘W. Muir'’s Financial Statement of 31st March last. If any one wishes for more
details than these little abstracts contain, they are to be found in the body
. of the Statements themselves.

We have seen that the deficit of Imperial Revenue in 1875-76 was alto-
gether Rs. 2,60,17,470, being an improvement upon the Estimate of Rs. 29,42,530.
‘We lent, during the year, to Native States and Public bodies Rs. 38,74,876
more than we received : the sum is smaller by Rs. 7,40,124 than was expected.
The Guarantced Railway and Irrigation Companies withdrew from our Trea-
suries the sum of Rs. 1,04,31,836, being less than was expected by Rs. 19,86,164-
The disburscments from the balances of the Military Funds were Rs. 41,386,267,
being Rs. 733 less than Estimate : the amount is abnormal, being due to the
refund of their subscriptions to a large number of the members of the Bengal
Medical Retiring Fund. The Local Governments drew for separate provincial
and local purposes Rs. 40,22,930, being more by Rs. 60,930 than was estimated.
Altogether we had to make good from other sources than the public
Revenues the sum of Rs. 4,84,63,379, being less than Sir William Muir
estxma,te(l by Bs. 74,16,621.

Towards meeting this obligation we borrowed fhe net sum of
Bs. 4,10,95,219, being more by Rs. 20,68,219 than was expected; the
excess was in England. The nmoney deposited in our Savings Banks excceded
tho money drawn out by Rs. 8,40,206, being less by Rs. 1,22,794 than was
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estimated : the deposits of the Oovenanted and “‘Unsovenanted Oivil Service
Funds were Rs. 11,18,471, being more by Rs. 85,471 than the Estimate, and
tho balance on the Deposit and Advance Account was in our favour by
Rs. 20,18,688, being less by Rs. 80,25,462 than was expected. The remain-
ing transactions yielded to the Treasury the net sum of Rs. 23,83,032, while
it was estimated they would withdraw from the Treasury Rs. 18,08,000.

Thus it happened that, instead of the estimated reduction of Rs. 98,383,000,
the actual reduction of thecash balances during the year was only Rs. 10,17,918,
an improvement of Rs. 88,156,087, of which Rs. 70,93,000 was in India and the
rest in the Home Treasury.

FINANCIAL AND COMMERCIAL STATISTICS, 1875-76.
In the following table some important financial and commercial
statistics belonging to the year 1875-76 are compared with the same statistics
for the two preceding years.

(Values (cxcepting (a),) in Rupees.)

. 1873-74. 1874-75. 1875-76.
Net imports of gold ... ... 1,38,00,000 1,67,00,000 1,64,00,000
Net imports of silver ... . 2,47,00,000 4,64,00,000 1,66,00,000

Total Net imports of Treasure ... 3,8500,000  6,51,00000  8,10,00,000

Public Debt incurred, including Guar-

anteed Roilway Cagital - ... 10400000 9,400,000  4,79,00,000
Bills drawn by Secretary of State upon

Government of India ... ... 142500000 11,76,00,000 13,75,00,000
Amount in sterling obtained for eack

rupee (a) . 22,374. 22,124, 21,624.
Average price of anm ounce lroy
standard Silver in London (a) ... 59,164, 56,164d. 56,20Q.
Commodities ezcluding Treasure,
Ezports ... . ... 550000000 5636,00000 58,09,00,000
Imporu aee .es .o 33,82,(”,”) 36,22,“),“” 38)89:(”;“”
Net ezports ... 21,1500,000  20,14,00,000  19,20,00,000

The excess net imports of silver, and the reduction of the Council Bills,
in 1874-75, are due to the large amount borrowed in that year for the campaign
against the Bengal Famine, and for Railways and other Public Works.

In 18%78-74, for the first time for 23 years, the average price of an ounce
troy of standard silver in London fell below 60d. : the continuous fall in 1874-75
and 1875-76 marks the course of a phenomenon that has already caused, and
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must, I fear, for some time to come, causc, grave anxiety to .all interested
in India : T shall have to refer to the subject hereaftor.

The value of commodities (other than treasurc) exported in 1875-76
exceeded the exports of 1874-76 by Rs. 1,78,00,000 : but the value of Imports
grew by the still larger sum of Rs. 2,67,00,000: conscquently, the Net Exports
of India (excluding treasurc) foll off by Rs. 94,00,000.

Including treasure, the Net Exports of the three years were—

1873.74. 1874-75. 1875-76.
Rs. Rs. Rs.
.17,38,00,000 13,63,00,000 16,10,00,000 -

So that the Net Exports of 1875-76 altogether, though less than those of
1873-74 by Rs. 1,23,00,000, cxceeded those of 1874-75 by Rs. 2,47,00,000.

The most important of our exports is Cotlen, Baw, the statistics of which
are as follows :—

1873-74. 1874-75. 1875.76.
Cwts. ... . 45,00,000 56,00,000 50,10,000
Value (in Rupees) ... 13,21,22,000 15,25,73,000  18,27,90,000

The great exports of 1874-756 were thus not maintained in 1875-76 :
this is attributed, partly, to an abundant crop in the United States, and,
partly, to increasing demands for this important staple for home consumption.
In correspondence with this latter influence, the exports of Manufactures of .
Cotlon, including twist and yarn, show an important development, as follows :—

1873.74. 1874-75. 1875-76.
Rs. Rs. Rs.
52,26,000 51,24,000 66,31,000

The imports of Cotton Goods, including twisf and yarn, were :—

1873-74. 1874-75. 1875-76.
Rs. Rs. Rs.
17,78,46,000 19,42,13,000 19,25,87,000

The value of the imports of Cotton Manufactures, excluding twist and yarn,
has not decreased. The figures are—

1873-74 1874-75. 1875-76.
Rs. Rs. Rs.
15,15,57,000 16,26,36,000 16,46,39,000

There was, indeed, a decrease in the value of grey (unbleached) goods import.

ed, on private account in 1875-76, as compared with 1874-75, amounting to
w
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Rs. 73,58,240 ; but it was more than counterbalanced by increases under other
descriptions in both quantities and values. It should be mentioned here that
the values of grey goods returned in 1873-74 and 1874-75 wero tariff values,
which wero above the market values; while, in 1875-76, their recorded values
have been the actual market values, exclusive of duty.

The following table contains the Statistics of our most important Exports

for the three years :—
(Values in Rupees.)

1873.74. 1874-75. 1875-76.
Cotton Goods, Twist and Yarn ... lbs. 2,455,000 2,835,000 6,229,000
value ... 12,84,000 14,76,000 26,69,000
» Manufactures .. value 89,42,000 386,48,000 89,65,000
Coffee .. vee (ewts) ... 364,000 312,000 872,000
value 1,49,14,000  1,30,53,000 1,62,70,000

Hides and Skins, raw, dressed, and k
tanned <o (value) ... 2,61,82,000 2,67,78,000 2,94,36,000
Indigo ... . (ewts) ... 116,000 81,000 110,000
value ... 8,65,53,000  2,67,63,000 2,87,51,000
Jute, raw and manufactured . (value) ... 3,63,77,000  38,48,55,000 3,29,45,000
Lac «.. (value) ... 25,77,000 25,40,000 75,567,000
Opium ... (chests)... 89,000 95,000 88,000
] value ... 11,84,19,000 .11,95,70,000 11,14,84,000
Rice . (ewts) ... 20,245,000 17,393,000 20,416,000
value ... 5,64,98,000  4,76,63,000 5,31,11,000
Saltpetre o (cwts) ... 4,561,000 5,63,000 415,000
value ... 46,50,000 50,15,000 84,89,000.
Seeds e (ewts)) ... 4,438,000 6,075,000 10,507,000
value ... 2,36,14,000 8,28,69,000 5,46,20,000
Silk . (ewts.) ... 19,000 14,000 11,000
value ... 1,14,37,000 76,65,000 41,60,000
Sugar and Saccharine produce ... (value) ... 22,78,000 31,92,000 25,39,000
Tea ... oo (owts) .. 1,72,000 1,858,000 2,17,000
value ... 1,74,29,000  1,98,74,000  2,16,64,000
Wheat .o (cwts)) .. 1,756,000 1,069,000 2,498,000
value 82,76,000 49,04,000 90,10,000
Wood, Teak " ves(cubic tons) 51,000 43,000 61,000
value ... 38,183,000 82,86,000 44,06,000
¥ ool, raw «oo (cwts)) oo 1,81,000 1,90,000 2,12,000
value 93,883,000 95,99,000 1,09,42,090

This table shows a healthy condition of our export trade. The augmented

exports of Coffee, Hides, Seeds, Tea, Wheat, and TVool are especially
noteworthy. It is interesting to find that, as with Coéton, so with Hides
and Jufe, the export of manufactured articles is, in an important degree,
superseding the export of the raw material; our chief customers for gunny
bags are, Australia for wool packs, California for grain-sacks, and the Eastern
Asiatic Countries for grain-bags, &c. The serious decline in the silk trade is
compensated by the growth of other items. I hope that the nascent demand
for Indian wheat will not be checked by malpractices in India, or by the
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carelessness of cxporters. There are complaints of tho admixture in
Indian wheats of barlcy, gram, and other grains; and, should this continue,
India will fail in her competition with the United States, Austro-ITungary,
Southern Russia, Egypt, and other wheat-producing countries.

The following table contains statistics of our most important imports
besides Cotton Manufactures. The growth of the imports of Alefals and
Woollens is interesting, The Sal¢é figures indicate a scrious decrease in the
value of that staple, by which, however, consumers must have profited—

(Values in Rupees.)

1873-74. 1874-76. 1875-76.
Apparel .. 57,582,000 62,05,000 61,60,000

Coal, excluding coke and patcnt Juel '
(tons) e 8,54,000 3,561,000 3,69,000
\\nluc) e e 72,22.000 66,19,000 63,47,000
Liguors 1,30.27,000 1,52,03,000 1,70,22,000
Blachmery aml Mlltoarl ... 1,00,23,000 1,18,59,000 1,43,99,000
Mctals vee ... 1,73,85,000 2,60,7],00() 3,30,92,0()()
Railway Plant and Rollmy Stock ... §8,960 78,090 1,07,910
Salt (tons) ... e 2,79,000 2,77,000 38,65,000
5 (value ... ... 83,53,000 75,58,000 60,71,000
Sitk (Raw) (valuc) e .. 18,69,000 §7,29,000 69,49,000
» (manufactured) (value) ... 60,84,000 71,05,000 70,94,000
Sugar and Sacclarine produce ... 55,90,000 51,65,000 89,59,000
Tea (value) . ... 18,29,000 17,00,000 24,7G,000
Woolien Mam{/'acture: (value) ... 66,589,000 65,76.000 86,98,000

Upon the whole, the trade of India, at the end of 1875-76, seems to have been
in a satisfactory condition.

REGULAR ESTIMATES, 1876-77.
I come now to the present prospects of the current year, 1876-77, which
I will first compare with the Estimates of Sir William Muir published on the
31st March 1876. As those Estimates have been recast in the form that
propose henceforth fo use, I shall be able to qnter into any detail that seems
expedient.

Sir William Muir estimated that the Grand Total Revenue would be
Rs. 50,48,00,000 ; that the Grand Total Expenditure would be Rs. 54,09,60,000 ;
and, thus, that there would be a Deficit of Rs. 3,61,560,000. These same Esti-
mates recast in the new form are as follows :—

Rs.
Ezxpenditure oos we  55,11,04,000
Ra{:emce «. 51,49,54,000

Deficit 3,61,50,000

In both cases alike, the Deficit is converted into a Surplus of Rs. 14,40,000 if
the Extraordinary Expenditure (Rs. 8,75,90,000) is excluded from consideration.
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The present Estimates are—

That the Expenditure will be Rs. 57,28,50,000, -excceding the Original
Estimates by Rs. 2,17,46,000.

That the Revenue will be Rs. 51,20,67,000, or less than the Original
Estimates by Rs. 28,87,000. .

And, thus, that the Deficit will be Rs. 6,07,83,000, or more than Sir
'W. Muir’s Estimates by Rs. 2,46,33,000.

If the estimated Extraordinary Expenditure be excluded from the Account,
the Deficit is reduced to Rs. 2,27,83,000, being a result worse thap Sir William
Muir expected by Rs. 2,42,23,000.

These Estimates may be compared thus :—

N

Sir Willian Muir's Estimates. Present Estimates. TForse.

Estimates of As now

81st March 1876.. recast.

Rs. Rs. * Rs. Rs.

Grand Total Expenditure w.  54,09,50,000 55,11,04,000 57,28,50,000 2,17,46,000
Grand Total Revenue ... 50,48,00,000 51,49,54,000 51,20,67,000 28,87,000
. . Deficit  8,61,560,000 8,61,50,000 6,07,83,000 2,46,38,000
Public Works Eziraordinary ... 38,75,90,000 38,75,90,000 . 8,80,00,000 4,10,000

Result if Extraordinary Erpen-
diture is excli:ded ... Surplus 14,40,000 14,40,000 Deficit 2,27,83,000 2,42,28,000

This untoward result is due entirely to the Famine in the Madras and
Bombay Presidencies. Without describing afresh the extent and severity of
this calamity, I will, here, simply state its effects upon the Estimates of
Revenue and Expenditure, both for the current and the coming year, so far as
they can now be traced. This will be most conveniently done in the following
tabular form :(—

Effects of the Famine in the Presidencies of Madras and Bombay, upon the Estimates, 1676-77 and 1877-78.

Loss of Loss of Loss of  Direct Outlay Excess
1876-77 Land Ezxcise Forest - or charges in Total.
Revenue, Revenue, Revenue. Famine Relicf. the Army.
Rs Rs Rs. < Rs. Rs. Rs.

Madras ...  99,65,000 925,000 50,000 1,44,10,000  5,00,000 258,50,000
Bombay ...  $8,80,000 .. 1,60,000  47,00,000  8,00,000 90,30,000

Total ... 1,38,45,000 9,25,000 2,00,000 1,91,10,000 8,00,000 3,48,80,000 .

1877-78. -
Madras ...  81,54,000 8,33,000 73,50,000  6,37,000 1,15,04,000
Bombay ...  11,67,000 .. 69,00,000  4,00,000 90,67,000
Total ..  49,51,000  8,33,000 1,42,50,000 10,387,000 £,05,71,000

Grand Total 1,87,96,000 12,658,000 2,00,000 8,33,60,000  18,57,000 b5,5%,51,000
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The gross estimated cost of the Famino altogether is—

Rs.
In Madras e 3,78,54,000
In Bombay 1,80,97,000
Torar 5,54,51,000

of which Rs. 2,20,91,000 is loss of revenue and excess charges in the Army,
and Rs. 3,33,60,000 is direct cxpenditure on mecasures of relief. From this
gross sum of Rs. 5,564,61,000 must be deducted the gain to the Revenues from
the increased earnings of the Guaranteed and State Railways; and this I find
it at present impossible to estimate with any accuracy. I shall presently have
to speak of a very gratifying improvement in the net traffic earnings of these
Railways; but how much precisely of the improvement is duc to the Famine,
it is impossible, as yet, to say. Perhaps, on the whole, as near an estimato
as can now be made of the net cost of the Famine is five and a quarter crores
of Rupees, of which Rs. 8,10,00,000 falls on this year, and Rs. 2,16,00,000
on next year.

The eventual cost of this Famine will depend upon how far it is found
necessary wholly to remit the Land Revenue of which the collection is, for the
present, suspended. The Hon’ble Sir Richard Temple is strongly of opinion
that, if favorable seasons follow, the people will, hereafter, be able to
pay at least Rs. 1,29,60,000 of the Rs. 1,87,96,000 Land Revenue which
must for the time be Igft uncollected : but the Governor General in Council has
considered it right to leave to the Governn:!ents of Madras and Bombay an
unfettered discretion in this matter. These Governments will doubtless receive
Sir Richard Temple’s recommendations with all the deference which they deserve ;
and T may perhaps be permitted to express a hope that, without any undue
harassment of the people, the Local Governments may yet find themselves able
to recover, for the benefit of the general tax-payers, from those on whose behalf
this great expenditure is being incwrred, more than they now think possible.

I cannot quit this part of my Statement without calling again to mind the

zeal, energy, and ability with which Sir Richard Temple, abandoning a distin-

" guished position of comparative case and comfort, has devoted himself to those
important public duties which he is now performing with admirable success.

If there had been no Famine, there would have been no Deficit in 1876-77,

but, on the contrary, if the Estimates of the cost of the Famine are trust-
X
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‘worthy, a Surplus on the Ordinary Account of Rs. 62,48,000,% that is to say, an
improvement upon the Original Estimate of Rs. 48,08,000. Here, however, it
must again be remembered that the sum of Rs.1,38,68,850 was expended on works
classed as extraordinary, but which cannot be called reproductive.

The following are the explanatory remarks which seem called for regard-
ing the various increases and decrcases shown in the Abstract Statements.

I. Land Revenue.—The whole of the decrease, Rs. 1,37,69,000, is due
to the Famine, but for which there would have been a small net improvement
of Rs. 86,000. : ’

&

II. Tributes.—The improvement of Rs. 50,000 is due to arrear payments
by Banswara and Udhaypur.

III. Forest—The Original Estimates were for a Net Revenue of Rs.
18,26,000 ; the Regular Estimates are for a Net Revenue of Rs. 17,31,000, being
less by Rs.95,000. The failure is in the Bombay and Madras Presidencies,
and is attributed to the Famine, which is estimated to have reduced the Net
Revenue from Forests by at least Rs. 2,00,000.

IV. Ezcise—The Net Revenue from this source is now expected to be
only Rs. 2,87,92,000, instead of Rs. 2,43,80,000. The decrease of Rs. 5,88,000
is much more than accounted for by the loss of Revenue from the Famine in
Madras. But for the Famine, there would have been a considerable improve-

ment. The Net Revenue from Excise in recent years (deducting Refunds) has
been as follows :— *

Rs. Rs.
1869-70 ... 1,99,20,810 1878-74 e 2,19,12,840
1870-71 ... . 2,07,98,600 1874-75 cee 2,25,44,140
1871-72 ... ... 2,28,24,660 1876-76 . 2,40,70,560
1872-73 . 2,19,09,070 1876-77, RegularEstimates 2,37,38,000

The steady improvement is satisfactory.

V1. Customs show a serious decrease as compared with the Original
Estimates of Rs. 16,08,000; the loss is generally distributed. It seems pro-

Rs.

® Estimated cost of Famine in 1876-77 ... 8,10,00,000
Deficit on ordinary Account ... e 2,27,83,000
Surplus but for Famine 82,17,000
Deduct loss by Exchange saved by Sccretary of Stato reducing his .
drafts vos T e e . e 19,§9,000

——

Remains e 62,48,000
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bable that the Original Estimatcs, which were based upon last year’s Regular

Estimates, were toe sanguine. The net' Customs Revenue of the last fow
years (deducting Refunds and Drawhacks) has been as follows :—

Rs. Ds.
1869-70 ... 2,16,03,020 1873-714 ... - 2,37,36,730
1870711 ... . 2,351,850 | 187475 O oo 2,42,17.880
1871-72 vee oo 2,34,05,590 1875-76 ... o 2,47,00,620
1872-73 -,40 11,230 1876-77, RegularEstimates 2,20, 77 000

The net yearly Revenuc sacrificed by the revision of the Tariff on the 5th
August 1875 was cstimated at Rs. 80,814,000 : this sum deducted from the Net
Revenue of 1874-75, the most productive recent year beforo 1875-76, would
leave only Rs. 2,11,83,380, from which point the Revenue of 1876-77 shows a
satisfactory recovery of 9} lakhs of rupees. The Customs Revenuec of 1875-76
was evidently abnormal ; we cannot expeet so speedy a recovery from the standard
of 1874-76 as was estimated in March last.

Salt,—The Net Revenue was cstimated at Rs. 5,77,40,000: it is now
estimated at Rs. 6,85,65,000, being a gross improvement of Rs. §,25,000. The
Net Revenue under this important Head (deducting Refunds) has been as
follows :—

Rs. Rs.
1869-70 .. 5,46,20,160 1873-74 ... 5,64,60,590
1870-71 e ... 5,68,52,590 1874-76 o 0,73,62,620
1871-72 .. 5,45,57,000 1875-76 . 5,70,22,180
1872-73 vee ... 5,64,28,950 1876-717, Reouhr h.stlmntes 5,81,99,000

so that the Net Revenuc of 1876-77 will, if the present Dstlmates are realised,
be the largest yet obtained

VIII. Opiwm.—The Net Revenue was estimated at 6 crores of Rupees ; it
is now expected to be Rs. 6,37,60,000, an improvement of Rs. 87,50,000.

The Gross Revenue has only once beforc been exceeded ; and the Net Revenue
would have been much larger than is now cxpected, but for the unprece-

dentedly large crop of 1876. The cost of this great crop fell upon the Reve-
nues of tho year, its surplus yield being added to the reserve store in the
possession of the Government, which now amounts to 35,315 chests more than
the quantity which will be sold during the caleadar year 1877. The recent
figures of the Opium Revenue are as follows :—

Gross Revenue. Expenditure. Net Revenue.
1869-70 ... e 7,95,15,570 1,82,06,830 6,13,08,740
1870-71 ... e 8,04,54,590  2,01,44,250  6,03,10,340
187172 ... ... 9,25,38590  1,59,66,460  7,65,72,130
1872-73 ... . 8,68,46,010  1,81,42,680  6,87,04,230 f Storterors:
1873-74 ... ... 823248790  2,00,12,800  6,32,35,090
1874-76 ... .. 8,55,66,200  2,34,15460  6,21,50,830
1875-76 ... ... 847,14250 22185650  6,25,28,600
1876-77 ... w 9,17,68,000  2,80,18,000  6,37,50,000 Great crop.

08,46,52,990  16,60,92,130  51,85,69,860
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The average yearly Net Revenue for these eight years has been
Rs. 6,48,19,982, the Net Revenue of particular years depending much upon
the outtwrn of the crop paid for. The Net Revenue of 1876-77 is rather
below the average of the eight years, but compares favorably with all but
two of these years. Bengal Opium is now expected to yield net less than the
Estimate by Rs. 1,60,000, the excess expehditure being, by this amount,
larger than the large excess revenue. Malwa opium is expected to yield
Rs. 88,90,000 more than the Estimates.

On the 19th December 1876, the Opium Act (No. XXIIT of 1876) received
the assent of the Governor General. This much-needed Law will enable the
Government to regulate and supervise the growth of the poppy and all transac-
tions with Opium throughout India: hitherto, in many parts of the country,
either there has been no law, or the law has been doubtful.

1X. Stamps.—The Net Revenue from Stamps and Law and Justice (the
portion now Imperial) is now expected to be Rs. 3,09,25,000 instead of
Rs. 8,05,00,000, as at first estimated, an Improvement of Rs. 4,25,000. The
Net Revenues from Stamps and the existing imperial items under Zaw and
Justice (deducting Refunds) show a steady improvement as follows :—

Rs. Rs.
1871-72 ... .. 2,068,40,230 1874-76 ... 2,88,44,860
1872.78 ... v 2,84,81,680 1875-76 - .., T 2,97,10,000
1878-74 ... ... 2,89,65,410 1876-77, Regular Estimates 38,02,05,000

X. M tnt.—Sir 'W. Muir estimated the Net Revenue from the Mints a
Rs. 8,00,000; it is now expected to be Rs. 8,46,000, the excess (Rs. 5,46,000)
being due to a large coinage of silver.

XIII.—The decrease of Rs. 8,37,000 under Law and Justice is in the
Provincial portion (Jails and Registration), and is partly set off by a saving
of Rs. 1,756,000 under the corresponding Heads of Expenditure.

XIX. Gain by Exchange—The large improvement in the Net Traffic

Earnings of the Guaranteed Railway Companies entmls the improvement of
Rs. 11,567,000 Lere shown.

XX. Miscellaneous.—The improvement of Rs. 2,91,000 occurs mainly in
England, the chief items being £9,600 for Cinchona bark sold, £6,400 from
the exhibition of the presents taken home by His Royal Highness the Prince
of Wales, and £5,000 fines on contractors subsequently remitted, and shown
under the corresponding Head of Expenditure. A curious item in India
is the Stato share of nine ingots of gold, valued at Rs. 53,240, discovered in
the Kistna District.

’
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Irrigation.—The small deerease of Rs. 2,63,000 is due to tho favorable
season in the Punjab causing a loss of Rs. 1,37,200, and to disappointments
in Bengal.

The probable Extraordinary outlay on Canals in 1876-77 is Rs. 1,01,20,000,
as follows :—

Rs. Rs.
Madras ... 3,75,000 North-Western Provinees  33,00,000
Bombay ... 6,49,000 Punjab ... 20,00,000
Bengal ee  87,50,000 In England 46,000

In 1876-77 the total direct receipts from Irrigation Works are estimated
to amount to Rs. 50,06,750. Of this sum, the amount expeeted to be derived
from the completed Canals on which the Capital Outlay has been Rs. 10,07,23,250
is Rs. 47,01,000 : the cstimated amount of Land Revenue due to or dependent on
the works is Rs. 20,20,340 : thus the Gross Revenue is estimated at Rs. 67,21,3 10,
The working expenses from which this Gross Revenue is derived is estimated
to amount to Rs. 33,785,060 : so that the expected Net Revenue is Rs. 33,43,250,

or 3'3 per ccnt.

State Railways.—The Net Revenue from State Railways was estimated
at Rs. 11,80,000; it is now expected to be only Rs. 10,42,000; the decrease of
Rs. 1,838,000 is owing to slackness of trade, especially on the Holkar Line
and also to the Northern Bengal and Indus Valley Lines not having hecn
opened for traflic so soon as was cxpected.

The growth of the revenuc from State Railways is, however, encouraging :

as follows :—
Gruss Earnings.  Working Expenses, Net Traflic Earnings,

Rs. Rs. Rs.
1872-73 v 1,65330  1,79,140 — 13,811
1573-74 3,99,140 7,28,210 — 38,29,100
1874-75 . 1309860 18,338,830 - 5,285,970
1875-76 s . 28,095,120  21,47,150 747,990
1876-77, Regular Estimates ... .. 36,96,000 20,54,000 10,42,000
1877-78, Original Estimates ... ... 67,48,000  48,30,000 1918000
The Capital Expenditure on State Railways to the 5-76 was
Rs. 11,78,34,920; the Expenditure in 1876-77 is estimat¢ 95,80,970 ;
and that in 1877-7S at Rs. 2,60,00,000, making the tota £xpenditure

to the end of 1877-78 Rs. 17,34,15,890.

Provincial Conlributions and Balances of the Local Gover. nents.—Accord-
ing to the Estimates, the Local Governments were to supplement their Assigned

Revenues from separate Provincial Resources by Rs. 3,07,000, and from their
X
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balances by (net) Rs. 14,82;000; total Rs. 17,89,000. It isnow expected that
they will have to draw upon local resources for only Rs. 1,85,000, and upon
their balances for only Rs. 7,84,000, . e., for (net) Rs. 9,69,000 in all: the
amount would have been larger, but for a special grant of Rs. 2,560,000 from
Imperial Funds to British Burmah, the rapid expansion of which Province
makes such assistance indispensable. The Punjab draws from itslocal resources
more than any other Province; it seems probable that some expenditure may
still be classed there as Imperial, which, under the old system, was local.

I pass now to ExpENDITURE. Thenet charge for Inferest is now expected
to be larger than was estimated by Rs. 8,42,000. The excess is entirely in the
Estimates of the Home Treasury, where a larger sum was borrowed than was
intended in March last. The Estimate then was that £2,640,000 would be

borrowed; the actual sum raised was £4,600,000, besides £500,000 borrowed
temporarily.

(In Rupees.)
Interest Estimates compared.
(1876-77.) Original. Present. ‘Worse. Better.

Iuterest on debt ... b6,36,00,000 5,41,07,000 5,07,000
Tuterest on Service Funds, &e. ...  389,07,000  88,61,000 46,000

Total ... 5,76,07,000 b5,79,68,000 4,61,000
Receipts . 60,80,000 51,99,000 .. 1,19,000
Net Charge e ... 5,24,27,000 5,27,69,000 3,42,000

The following Government Securities were purchased by the Government

of India em]y in the year, before any cause of anxiety had arisen respecting
the crops:—

Capital. Premium paid.

Rs, Rs.
Bear. " ~~et at 53 per cent. ... 35,65,000 1,23,000
» 5, (debentures) .. 8,75,000 8,000
. 4o - v 6$,80,000 98,000
. . ... 17,20,000 14,000
1,25,40,000 2,38,000

These Securities have been cancelled, and will not be re-issued: the pre-
mium has been written off under the Head of Inlerest.
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The Debt of the Government of India is estimated to b tho 3lst
March 1877 as follows :— © be on tho 3ls

(Dbt of India; combining Sterling and Rupees o the assumptivs thet £1=Rs. 10.)

Rate of Interest. Capital swonnt outstanding, 4 yenr’s Tuter-

England. India. Total, est thercou,
£ Rs. Rs. Rs.

b} .ee 9,84,52,000 9,584,52,000 54,15,000
b 17,200,000 1,05,54,600 15,25,84,000 91,28,000
41 e 15,44,96,000 15,44,96,000 69,52,000
4 37,176,008  45,37,40,000 82,65,00,000 3,30,20,000
3{ vee ves 6,52,000 6,562,000 23,000
Nil vee 21,000 3,50,000 5,60,000 Nit

54,397,000 71,52,74,000 ],2&,22,44,000 56,45,58,000

Thus, the average yearly rate of interest upon the Registered Debt of India at
the end of the current year is estimated to be 43 per cent. The Capital of the
Railway and Madras Irrigation Companies, interest upon which is guaranteed
from Indian Revenues, is £96,946,907, the interest thereon being £4,716,100.
The total Debt of British India, thercfore, of all kinds is £151,313,907, and
Rs. 71,82,74,000, and the interest thercon is £7,063,104, and Rs. 3,10,68,600 :
if a Rupce is worth 1s. 93d., the cntire Debt of India is Rs. 2,40,76,94,357, or
£215,689,286, and the interest thereon, Rs. 10,99,12,661, or £9,846,333. The
average interest upon the whole Debt of India, including the Guaranteed
Capital, is 4-5G per cent.

The proportion of the Rupee Debt held by Natives of India on the 30th
of December is cstimated, from the distribution of the actual payments of
interest, to have been as follows :—

1869 .. 22,50 1873 v 25,29
1870 .. 20,25 1874 . 25,23
1571 e 2474 1576 e 24,34
1872 ... 2276 1876 ... 25,87

The excess over the Grant under Land Revenue (Rs. 2,19,000) occurs
chiefly in Bombay, and is nominal, being an increase in Village Allowances set
off by increased Revenue under I, Land Revenue.

The excess of Rs. 2,13,000 under Ezcise is for stores (probably hydro-
meters for Madras) from England.

The saving under Sa¥, Rs. 3,95,000, is in the item Petty Construction and
Repairs in Madras,
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DPost Office—The . cstimated Not Expenditurc on this Service was
Rs. 9,11,000; it is now only Rs. 5,99,000, an improvqmcnt of Rs. 3,12,000.
Tho following are recent figures of the Post Office :—

Expenditure, - Revenue. Net Expenditure.
Rs. Rs. Rs. .
1873-74 ... 80,586,840 68,81,980 12,04,860
1874-75 . .. 80,75,960 73,94,000 6,381,960
1875-76 v ... 82,20,790 76,835,970 5,84,520
1§76-77 s ..« 86,37,000 80,38,000 5,99,000

It is to be borne in mind that the Post Office carrics the correspondence
of the State at a reduced rate. It is satisfactory to find that the loss from
the reduction of the Overland Postage (from 8 annas to 6 annas vid Brindisi,

and from 6 annas to 5 annas vid Southampton) has been almost made good
already.

13. Telegraphs.—The estimated Net Cost of this Service was Rs. 19,80,000 ;
it is now only Rs. 15,97,000. The improvement of Rs. 3,83,000 occurs chiefly

in India, and is due to increased traffic. The following are the figures for the
past eight years :—

Expenditare. Revenue.  Net Espenditure.
Rs. Rs. Rs.
1869-70 . 55,34,000 25,71,340 29,62,6060
1870-71 . 50,64,310 24,70,100 25,84,210
1871-72 44,99,110 22,883,650 22,15,430
1872-78 48,29,750 24,98,020 23,31,780
1878-74 . 41,185,180 25,068,350 16,11,800
1874-75 43,20,300 28,64,790 14,565,510
1875-76 49,06,240 380,90,400 18,15,840

1876-77, Regular "E.stimates 49,18,000 83,21,000 15,97,000

The improvement since 1872-73 is satisfactory.

14. Administration.—The increase of Rs. 6,62,000 is due, for the most part,
" to an insufficient provision having been made for tour and staff expenses in
India; but partly to increased charges at Home.

16. Law and Justice—The saving (Rs. 1,75,000) is in the Provincial
portion (Jails and Registration). The Imperial portion, which constitutes, as
yet, the greater portion of this Grant, shows an increase of Rs. 6,16,000, the

largest item in which is for the Convict Establishments on the Andaman and
Nicobar Islands.

17. Police.—This grant is entirely under the control of the Local Govern-
monts, and the small excess (Rs. 1,66,000) does not require explanation from
me. There is a corresponding excess receipt, amounting to Rs, 1,28,000.
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19. Education,—This service, too, is entircly under the Local Governments.
The net saving of Rs. 8,567,000 is generally distributed : it secms probable
that some cconomies may have been effected in consequence of the warning
given by His Excelleney the Vieeroy in July last, to which I shall have occa-
sion hereafter to refer.

22. Stationery and Printing.—This resuscitated ITead shows an increase
of Rs. 4,25,000, some portion of which occurs in the Central Press of the Go-
vernment of India, the work of which is constantly increasing; but the greater
portion is for Stores from England.

23. Political Agencies.—Of the excess of Rs. 18,39,000, the sum of
Rs. 18,71,000 is for the cercmonics throughout the country attending the
assumption by Ilcr Majesty the Queen of the title of Empress of India.
There are other items of increase which need not be explained.

The gross cost of the ceremonies throughout India on the 1st of January
is Rs. 13,71,000 under this Head; Rs. 2,88,000 in the Public Works Depart-
ment; and Rs. 3,00,000 under the Army: total Rs. 19,64,000: there was
also an inconsiderable outlay in Eugland, the particulars of which we do
not yet know. Against the gross outlay is to be set the increased revenue from
the Railways (estimated at, at least, net Rs. 9,00,000), and under Telegraphs
and other Heads: upon the whole, it does not seem likely that the net cost
exceceded Rs. 10,00,000. It will be understood that these charges are by no
means on account of the Delhi Assemblage only, but include the gift of a day’s
pay to the Army, and the cost of the cercmonies at the Presidency towns and at
every large station throughout India: such charges as these had no connec-
tion with the Assemblage. - The net cost of the Assemblage itself cannot at
present be exactly ascertained ; but, in an estimate sent last month to the
Secretary of State, it was calculated at about Rs. 5,00,000, a sum which must
be looked upon as extremely moderate.

24. Allowances, &c., under Treaties.—The decrease of Rs. 1,71,000 is

owing to sundry lapses.

95. Furlough Allowances in Ingland.—The increase of Rs. 1,76,0001s attri-
buted to an increase in tho number of Officers on furlough, and, to some small
extent, to the privilege of drawing furlough pay at 2s. the Rupee, which has

been granted, with retrospective effect, to those Military Officers who, beforo
Z
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1st July 1871, elected, under the option given to them, the Furlough Rules of
1868. The charges under this Head have been as follows :—

£
1878.74 - ... 260,556
1874-75 ... 216,704
1875-76 ... 229,199 .
1876-77, Regular Eshmates 210,600

27. Loss by Exchange.—The present Exchange ]]shmates may be com-
pared with the Original Estimates as follows :—

Loss by Exchange. Gain by Exchange. Net Loss.
Rs. Rs. Rs.
1872-78 76,51,090 30,14,360 46,36,733
1878-74 98,65,300 39,51,680 59,183,620
1874-76 89,78,780 89,638,350 50,25,430
1875-76 R | 42, 7, 2"0 39,563,650 1,08,43,670
1876-717, Onfrmal Estimate 2,33,20, 000 34,70,000 1,98,50,000
1876-77, Present Estimate 2 18 51 000 46,27,000 1,67,24,000

Thus, the whole improvement compared with the Estimatesis Rs. 31,26,000, of
which Rs. 11,67,000 has been already explained as due to improved Guaranteed
Railway Reccipts. Almost the whole charge entered under 27, Loss by Exchange,
isincurred upon the Bills upon the Government of India, by which the Secretary
of State supplics the Home Treasury with funds. The Estimate was that the
sum thus raised in London would be £13,660,000, and that, to produce this
amount, Bills would be sold for Rs. 15,99,20,000, being at the rate of
Re.1=1s. 8%d. It is now estimated that we shall pay Bills for Rs. 14,53,96,000,
which will yield to the Home Treasury £12,418,000, the rate realised being
still estimated at Re. 1=1s. 83d. The cost now estimated of the £12,418,000
thus supplied to the Home Treasury is only Rs. 16,310 more than it would have
been at-the precise rate originally estimated: that the Original and Revised
Estimates should thus precisely correspond, is only a curious coincidence ; for
no one could, in March last, have foretold what the average rate of exchange
during the year would be, and the Government of India had certainly little
confidence in its own Estimate. The gross saving of Rs. 19,69,000 under this
Head is wholly due to our hayving paid for £1,242,000 less than we expected ;
and this, again, is due to the Secretary of State having borrowed more than
was, at, first, proposed : the reason for this excess borrowing was chiefly the
state of the exchanges between England and India during the early part of the
year.

This brings me to speak of the fall in the price of silver, which began
to alarm the Government of India and all those interested in the prosperity
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of the country long before the last Financial Statement was made, and which,
dwring the year, assumed formidable proportions. It is impossible for me,
in making this Statecment, to avoid reference to a subject so intimately
affecting the interestsof India: at the same time, I desire, on this oceasion, to
treat the matter historically only, and not to express any opinion of my own
upon the causes of the divergenco of the valuo of the two metals, or upon the
remedies, if any, which ought to be adopted.

The fall in the value of silver dates from November 1872, Tor 22 ycars
before that date, the price in London of an ounce Troy of standard silver
had never been below 60d., and for 18 years more, it had ncver been
below 59d. In the calendar year 1873, the average price was 59-22d., the
lowest pricc (13th November) being 5744d. In 1874, the average price was
58-37d., the lowest price (31s¢ December) being 574d. In 1875, the average
price was only 56-76d., the lowest quotation heing (on the 3rd June) 564d. In
1876, the average price fell to 53:08d., the lowest quotation being (8¢4 July)
47d.; sales were reported cven as low as 46d.: the recovery from this
depression was rapid; the highest point since attained being (18¢h January
1877) 58&d., the highest price quoted since 23rd July 1874: there has sinco
been, again, a downward re-action, the latest quotation being 55d.

On the 17th July 1876 the Secretary to the Bengal Chamber of Commerce
transmitted, for the consideration of the Governor General in Council, the follow-
ing two Resolutions adopted at a Special General Meeting of the Chamber held
on Saturday, the 156th July :—

REsoLuTIONS.

1st. —“That the continued depreciation in the value of silver is a question most
seriously affecting the political and financial interests of the Country ; and that, iu view to
its very great importance, the Committec be requested to address the Government in order to
obtain such info: mation as they may be able to give, in regard to the policy which they pro-
pose to pursue under .he circumstances.

2nd.— That the Chamber approves of the suggestion of the Committee that it is expe-
dient, in view of any ultimate measures that the Governmert may adopt, that Clause 19 of Act
XXIII of 1870, making it obligatory on the Mints in India to receive all silver tendered for
coinage, and also seetion 11, clause (b) of Act III of 1871, making it obligatory on the Cur-
rency Department. to issue Notes against silver bullion sent in, be temporarily suspended, at
the discretion o Government; and that, during such suspension, or till further notice, it be not
lawiul to imiport coined rupees from any foreign port.”

C 1 the 22nd July, the Sccretary to the samo Chamber forwarded, for the
conside: tion of the Government, a copy of the Proceedings of the Chamber.
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In this letter, the Committee of the Chamber, while recognising the diffi-
culty of the position of the Government of India, 1ema1kcd that the uncertainty
which had hitherto shrouded the action of Government had been attended with
serious consequences to merchants and bankers, and would continue to embar-

‘rass their transactions so long as they were kept in ignorance of the course of
action the Government proposed to take. The Committee, therefore, expressed
a hope that His Excellency the Viceroy would, in tke interests of commerce
and of the country generally, accede to the prayer of the first Resolution of
the meeting, and make public the intentions of the Government.

As to the second Resolution, the Committee pointed out that its object was
not to prohibit coinage altogether; for that would be likely to bring about a
tollapse of credit ; but to place all coinage in the hands of the Government
to be exercised at its discretion. It appeared to the Committee suicidal
for the Sccretary of State to allow the competition of barsilver with the
rupees which he has to offer to those requiring money in India, and that to
suspend the free conversion of silver bullion into legal-tender coin ‘was
not only a wise and reasonable, but a mnecessary precaution for the Go-
vernment of India to take, for the preservation of its own currency, and to
support the credit of its own loans, as well as to prevent the country from
being swamped by silver sent in by foreign nations.

The Committee argued that the fact that the Government of India was
compelled to put their Mint Stamp to all silver sent to India bad given an
artificial and fictitious value to silver, which would cease as soon as the law was
suspended. Bar silver would then, gradually, fall to its own intrinsic value;
and the extent to which it was depreciated would be soon gauged; whereas, as

things were, it was impossible to say how much its value was appreciated by
our ‘open coinage system.’

‘When all Europe was closing its doors against the import of silfer with the
avowed object of having as little of the metal as possible, should the deprecia-
tion be found permanent, it seemed most impolitic, the (}ommlttee thought,
to keep ours wide open for the reception of an unlimited quantity, costing the
country, through our coinage laws, far more than its real intrinsic value. The
Committee could see no valid reason against the immediate adoption by the Go-
vernment of the second Resolution of the Meeting, and considered that the objec-
tions brought against it were based either on a misconception of its real scope, or
on abstract principles ignored by other States; whereas the position of affairs
was altogether exceptional, and ordinary rules did not apply. The Committee
represented that the measures recommended in the Resolution wexe not more
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stringent than, in fact, scarcely so stringerif as, thoso which the first financiers
in Europe had found it necessary to adopt.

Lastly, the: Committee pointed out that there was a third proposition put
before the Mecting, recommending the adoption of a gold standard, which, in
deference to the feeling apparent among members present, was temporarily
withdrawn ; and they referred the Government to the debate at the Meceting
upon this proposal.

On the 81st July the Government of India published a Resolution inviting
attention to the immediately probable financial consequences of the fall in the
gold-price of silver, and insisting upon the necessity for the utmost economy of
the public resources.

On the 1st August the Secretary to the Calcutta Trades’ Association for-
warded a Memorial from the Master, Wardens, and Committee of the Association
to His Excellency the Viceroy and Governor General of India in Council.

In this document the Memorialists represented that they had, for many
months past, been suffering great loss from the low rate of exchange which
bid fair to paralyse trade. The Memorialists joined carnestly with the Bengal
Chamber of Commerce in urging on the Government the importance of declar-
ing the policy it intended to pursue for the remedy of this evil, and prayed that
the policy of a temporary suspension of the compulsory coinage of silver might
receive the early consideration of Government.

The Memorialists further expressed great satisfaction at the desire mani-
fested by the Government to encourage local manufactures, and suggested a re-
laxation of the rules against the purchase of imported stores for the Govern-
ment in India. : '

On the 22nd September 1876, after considering the *“ Report by the Select
Committee of the House of Commons on the depreciation of silver, with the
Proceedings of the Committee, ordered by the House of Commons to be printed
on the 5th July 1876,” the Government of India published a Resolution (No.
3044) upon the suggestions of the Bengal Chamber of Commerce and the
Calcutta Trades’ Association. The following is a summary of its arguments
and conclusions.

1. The recent change in the value of silver mecasured in gold may be due
to changes in the value of one metal or the other, or of both: before a fit
remedy can be applied, it is essential to ascertain what cxactly has happened,

whether gold has risen or silver fallen, and how much the value of each metal
2A
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has changed. It cannot be assumed, without decisive proof, that the divergence
of the two metalsis due wholly, or even chiefly, to- the fall in the value of
silver. '

2. The prices of commodities and of the precious metals, in London and
in India, witness.to a considerable rise in the value of gold since . March 1873,
and especially since December 1875, and do not show any fall in the value
of silver measured in commodities other than gold: using. these prices with
all reserve, it must still be said that they afford evidence of this fact at least
that a rise in the value of gold is one of the causes which has disturbed the
equilibrium of the two metals. '

3. The divergencoe of the values of the two metals. seems due to three
principal causes, of which the first appears to be the most efficient:

(1).—The substitution of gold as the standard of value, in Germany,
the Netherlands, and the Scandinavian Kingdoms, for silver;
and, in the countries of the Latin Convention, for their cus-
tomary alternative or compensatory standard of silver and gold.

(2).—The increased production of silver in the United States of
America.

(8).—The decreased demand for silver in India.

4. The value of gold andsilver, like that of any other commodities, depends,
on the one hand, upon the supply, on the other, upon the demand for them ; and
this again depends upon the uses made of them: the long-continued equili-
brium between the value of gold and that of silver is due to the two metals
having shared, without material change of conditions, the only great field
for the employment of either of them, i. e., the supply of legal-tender metallic
money : this equilibrium has been disturbed by the rapid supersession of
silver by gold in Europe and America as the standard of value, and there-
fore as the material of legal-tender metallic money: this supersession is calcu-

lated, @ priori, to raise the value of gold no less than to lower the value of
silver. -

6. Excessive importance is not, per se, attached to the increased produc-
tion of silver in the United States of America.

6. When India is in a normal condition, i. e., when there is no abnormal
demand for any of her staples, and she is not borrowing large sums from
abroad, the amount of treasure required to settle her accounts with the world
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isnot considerable; and a substantial proportion of the treasure reccived has
always been gold: the large imports of treasure into India since 1850 arc
due to abnormal circumstances, as follows :

(1).—The Crimean War transferred to India large demands for produce
theretofore obtained from Russia.

(2)-—The American Civil War exaggerated temporarily the value of Indian
cotton.

(8)-—Great sums of money have been borrowed for—

(a) the suppression of the mutiny;
(0) the construction of railroads (Guaranteed and State) and canals;
(¢) the Bengal famine.

It would be altogether misleading to treat the great imports of treasure in the
last 26 years as normal, or to expect that they will, or can, continue: there is,
thercfore, no reason to expect that silver will be poured into India, although
of course, if it falls in value, a greater weight of it must come to represent
the same value.

7. To suspend the free coinage of legal-tender metallic money, as ad-
vocated by the Bengal Chamber of Commerce, would give a monopoly value
to the existing stock of rupees, and so reduce prices; whereas prices are not
yet risen.

8. The value of no substance can scrve as a standard-measure of value
unless its use as the material of legal-tender currency is freely admitted: if,
therefore, the free coinage of silver on fixed conditions were disallowed in
India, silver would no longer be the standard of value of India, but another
standard would be substituted, véz., the monopoly value of the existing stock of
rupees, tempered by any additions made to it by the Government, or illicitly :
if no such additions were made, the value of the rupee would gradually, but
surely, rise, owing to the supply being cut off.

9. The stamp of a properly regulated mint, such as the Indian Mints, adds
nothing, except the cost of manufacture and seignorage, to the value of
the metal on which it is impressed; but only certifics to its weight and
purity.

10. A sound system of currency must be automatic or self-regulating :
no civilised Government can undertake to determine from time to time by how
much the legal tender currency should be increased or decrcased; nor would
it be justified in leaving the community without a fixed metallic standard of
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value even for a short time: it is a mistake to suppose that any European
nation has rejected silver as a standard of value without substituting gold.

11. For all these reasons, the Government of India rejected as inadmissible
the proposal that the Mints should be closed to the free coinage of silver for:
the public on fixed conditions, unless they were, at the same time, opened to the
free coinage of gold as legal-tender money on fixed conditions.

12. The Government of India further concluded that there was nothing,
as yet, demanding recourse to a measure so costly, and of which all the condi-
tions were so uncertain, as the adoption of a gold standard.

Thus, the conclusions stated in the Resolution were :

Istly.—That the divergence of the values of gold and silver is not neces-
sarily attributed only to a diminution in the value of silver;
that there are strong reasons for believing that gold may have
increased, as well as that silver has decreased, in value; and that
this consideration must have an important bearing on the action
of Government in reference to the present disorder.

- @ndly.—That although it is most desirable, in the interests of trade, that
the standard of value in India should be the same as the stand-
ard of value in the chief countries with which India inter-
changes commodities, yet trade will not be permanently injured
by afallin the value of the rupee measured in gold, provided
only that a fresh stable equilibrium of the precious metals be
attained. '

3rdly.—That, up to the present moment, there is no sufficient ground for
interfering with the standard of value.

This Resolution of the Government of India was issued some time before
. T took charge of my present office, and I do not now wish to offer any com-
ments on its conclusions.

The only other representations received upon the subject by the Govern-
ment of India have been complaints by various European officers in its service
of the loss which they are suffering from the fall of the sterling-value of the
rupee, and prayers for assistance from the State: some of these memorials
are still under consideration: the Government feels much sympathy with its
officers; but I cannot at present say whether it will be possible to help them.

T am afraid that we cannot, by any means, conclude that the partial recovery
of the value of silver which we have lately witnessed is permanent, and
that our exchange with countries whose standard is gold will not be again,
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scriously, and perbaps frequently, disturbed. I can only say that the Govern-

ment of India is devoting, and will continue to devote, anxious attention to the
subject.

The representation of the Trades’ Association in regard to stores is still
receiving attention : it is the present policy of the Government of India
and the Secretary of State to allow much greater frecdom of resort to the local
markets than herctofore.

I may mention, here, that the amount of Government Promissory Notes
enfaced for the payment of Interest in London by drafts upon India decreascd,
dwing the year, from Rs. 14,20,23,120 to Rs. 12,94,59,520, or by Rs.
1,25,63,594, and that the price of our Four per cent. Rupcé securities fell,
at onc time, in India (13th January) to Rs. 96}, and in London (16th
July) to Rs. 77. Our TFour per cent. Rupec securitics had not been at a
discount in India since March 1873, and had not fallen below 90 in London
sincc May 1868; they arc now again quoted therc at 88%: our Sterling
bonds did not share the depression of the Rupee paper in London, which was
doubtless due entirely to the fall in the price of silver. In India, our Rupee
paper did not fall to a discount till the 3rd October, and the fall since
then may doubtless be partly attributed to the apprehension that the Govern-
ment may havo large demands to make upon the money-market on account of
the Famine, and to the scarcity of money in India. .

28. Miscellancous.—The excess of Rs. 4,15,000 is accounted for by some
charges connected with the visit to India of His Royal Highness the Prince of
Wales having escaped record in the Accounts of 1875-76, and by the rcfund of
£5,000 fines levied upon contractors in England and credited under the corres-
ponding Head of Revenue. -

. The item of Rs. 1,91,10,000 for Famine Reli¢f requires mno further expla-
nation.

The Army.—The following are the accounts of the Army in recent years

compared with the Originai and Revised Estimates of the current ycar—
Establisked

Losa by
Strength of the Army. Revenues and B H- Exch Cost of Mill- Cost of
o ativep of EXPCRdttare. Contributic Not Expendi- Exchanse tary Build- Millitary —p ruo Net
X om Nal . o, sl o .
Europcaus. I‘in(‘l'ie:. o rou tlnu'-. ve cxpenditure. ngd,  Secrotariats.
. No. No, Rs, Ra. Ra, Rs. Rs, Re. Ry,
130-70 o GD202 122413 10,3207,300  1,21,30.730  1511,66,6060  10,04028  1,84,91,700 520,720  17,19,86,004
1870-71 67,150 192,123 16.,07,47,990  LUG0L630  35,0200,360 20,69, 310 425,138,110 604120 165151006
1871-72 e G703 12,081 15,07,8L120  LUZ07,030  ILEGGLI0  1EELMID LU0U3150 480,500 160511005
182-73 . 08,903 121,050 15,60,36,120 405,620 14,623,600 1810601 L16,63580 452480  15,90.00931
1873-74 60,704 123,170 15,22,82,710 11034630 14,12,48,210 200,060 4,6L,730  1664,01,170
lsfﬂs - G701 121,478 15,37,61,020 1,07,47,710 142,014,150 xR 260 589,420 16,4297 100
1856768 o 00,608 125,49 163084590  1,12,16,210  14,18,38.350 U q% 463,100 159050548
1876-77¢ } onn2 193 183 16,97 ,40,000 03,74,010  15,04,16,990 45, b 000 471,070 17,02,07.405
157677t G g 18,20,77,000 0709010 15.24,07,UM)  F2,00,897  )ZHGHIM  &U0270 172547407
1877-73* e ©6,513 121,605 10,2:3,56,000 05,13,010  15,29,72,090  63,83,3%14 1,234,190, 950 4,013,270 17.10,’{0: 124

* Orlg. Est. ] t Reg, Est
2
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The Revised Estimates of the net expenditure upon the Army, as
recorded in the Accounts, exceed the Original Estimates byRs. 19,561,000,
and the actual net expenditure of 1875-76 by no less than Rs. 1,05,29,640:
if we use the truc rate of exchange for converting the Home Expenditure
into Rupees, this excess over 1875-76 rises to Rs. 1,39,48,878: if all
the items entered in the preceding Statement arc counted, the excess is
‘Rs. 1,30,46,948. ‘ .. '

It appears from this Statement, which does not quite exhaust the
public expenditure upon the Army, that even its net cost in 1876-77,
Rs. 17,24,97,497, exceeds one-third of the entire gross expenditure of British
India, excepting the charge for TFamine relief: the impdrtance of our
Military Finance is therefore pre-eminent; and I think it necessary to
examine carefully the causes of the alarming growth of the cost of the
Army.

The Army Receipts in 1875-76 were accidentally swollen by about
Rs. 15,00,000, so that the increase to be explained upon the accounts of the
Army, as recorded, is really the increase of gross expenditure (Rs. §9,92,410).
Of this amouni, again, it will be found that £300,000 is nominal, being due to

the accidental transfer of payments at Home, amounting to £150,000, from
1875-76 to 1876-77.

I procced then to compare the Revised Estimates of expenditure for 1576-77
with the Accounts of 1875-76, in order to ascertain how the residue of that
increase, viz., £764,605 in England and Rs. 13,47,360 in India, has arisen.

The following table Lrings out clearly the causes to which this increase is
due :—

EFFECTIVE. Nox-EFFECTIVE. GRrAXD
— ToTAL
England. Totul, Total,
N ot . , | TAKING £1
Storos. _1Other itemal India. £lt—:-‘i;:.gl 0 England. |  India. tnl:]l‘ng l%l = Rs. 10.
> = =7 -
£ £ Rs. Rs, £ Rs
186950 ] 878401 1436207 12,19,32,870[14,50,79,850] 1,190,403 63,54, ) o
6 ,436, ,19,32 \ , 3,54,630! 1,82,68,

187071 | e LGLeOS) 11SLasico gfggfgomo 2140536 63.40.270] 17750 90 Loareso
72 , 70,620 1,373,431| 62,76,190| 2,00,10,500(15.67 51,
187273 | 81736 1432806 11'3464880113,59,10,300| 1.27871| 63.35.390] 101,25, 820 A6 Co.0.120

. 84,64/ . ,28,390| 1,91,25,82¢ 15,6
187374 | 852635 1,248:208) 11/24.38,690/13.:84.47120] 1265653 62.90.720/ 18537 100, oo 020
1874.75 oo| 11o444| 1os6311| 110812,280(15,26,21'800| 1436.920| 67.0L.650| 211 sery ol B4220
056, ) , 6301 2,11,20.730(15,37
1875.76 | 109€947| 1007986 11,06,15,180/1318,64,510] 1458262 GG :29,730/16,37,51,690
7 . 027, 106,15, 64 ,458,262|  66,37,460| 2
1876.77, Estimalo | 1L,0V0100} 1833600 11,20,89,000/13,64,06,000 1.915,000| 65,11.000 2;§§'§‘1"338 13'28%,’;338
7 .| ‘996,000 1215100 11.41,29.ooo|13.c-3,4o,390 1,957,500 65,70,110] 2,61,45,110[16,23,86,000
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It will be observed that tho excess in 1876-77 over 1875-76 is about equally
divided between the Effective and Non-cffectivo branches as follows :—

Rs.
Increase in Effective ... eee 45,41,400
" in Non-cflective ... e 44,50,920
89,92,410

The Effective increase is divided between India and England thus :—

Eungland £306,767
India ... Rs. 14, 7.3 $20

The Home increasc is ma.mly in the Homc charges of Her Mlajesty’s Regi-
ments serving in India, including Furlough Allowances of Officers of the British
Service. The charges under these two Hcads have been as follows :—

£ £
1869-70 .. 725,233 1874-75 . 509,407
1870-71 ... 658,710 1875-76 .. 453,812
1871-72 <. 590,805 1876-77, Rermlar]:stlmatcs . 750,000
1872-73 ... 059,774 1877-78, Onvmal Estimates... 700,000
1873-74 «. 007,012

Of the increase in 1876 77, £180,000 is attributed to the accidental transfex
of certain payments, amounting to £90,000, from 1875-7G6 to 1876-77, but

for which transfer the figures would have been—
1875-76 ... £5147,958 | 1876-77 ... ... £660,000

Still even this residue of increase which continues in 1877-78 is formidable:
it is the result of much negotiation with the War Office at Home, and does
not seem susceptible of definite explanation in India. -

An increase of £7,655 in the Furlough Allowances of Indian Qfficers is
doubtless due to the concession of the privilege of drawing Furlough Pay at
- 25, the rupee, with retrospective effect, to Officers who elected the Furlough
Rules of 1868 before the 1st July 1871.

The net cost of the passages of officers and troops and of the Overland

Troop Transport Services has been as follows :—
Altogothcr at Home

At Home. and in Indin, counting
£1 =10 Rupces.
£ Rs.
15869-70 278,132 42,76,430
1570-71 .. 811,652 82,56,750
1871-72 271,373 38,42,010
1872.73 ven .- 329,395 44,22,090
1873-74 vee 381,500 46,11,760
1874-75 .- ™ 292,859 47,04,140
1875-76 .es 266,734 33,44,700

1876777 1, .. . 316,600 85,61,000
1877-78 }Bst'm“‘“s . 241,100 95,74,500
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This chargo has of late years been somewhat diminishing, but the cost of the
transports is still great.

The recent chm ges for stores, the yearly cost of which has been stated
already, have been very heavy : this is owing to the supply of Snider Rifles to
the Native Army, of new rifled guns to the Artillery, and of Martini-Henry
Rifles to the European troops.

Of the Effective charges in India the following items show, on the whole,
till lately, no important increase of cost; Army and Garrison Staff, Regiméntal
Pay and Allowances, Ordnance Establishments, Stores and Camp L’qmpage,
Ecclesiastical, Education and Volunicer Corps.

The total expenditurc for these items is as follows :—

Rs. Rs.
1569-70 ... o 1,19,97,350 [ 1874-75 ... . 17,62,65,520
187071 ... . 7.5878.910 | 1876-76 ... . 16558510
187172 ... ol T6310110 | 1S76-T7\ w .. 7,69,56,000
187278 ... . 158,066,690 | 1877-78 } Estimates ... 4 7'8599,400
1873-74 7.57.65,150

The growth in 1876-77, and still more in the coming year, is in the item
Regimental Pay and Allowances, and is due to increased allowances to Native
. Troops (estimated in all at Rs. 14,22,840 a ye:lr) and to Non-Commissioned
Officers of British Troops (estimated to cost Rs. 4,00,000 a year): only a
small part of these new burdens falls on 1876-77.

The Administrative Staff, Commissariat, Clothing and Medical Establish-
ments and Services also show rather a saving than an increase :—

. Rs. Rs.
1869-70 ... .. 8,19,24510 | 1874-75 ... . 2,71,28,750
187071 ... .. 2,91,67,880 | 1875-76 ... e 2,64,75,270
187172 .. ... 2,06,86,870 1376.77}138,;i e 2,66,56,000
1872-78 ... .. 2,75,12,120 | 1877-78 males -+ 12,81,66,310
1878-74 .. o 2,79,07,690

The increase in 1876-77 and 1877-78 is chiefly in Commissariat supplies
due to the Famine, which is estimated to add, in the two years, Rs. 18,00,000
to the cost of the Army, and to the purchase of malt liquor in India instead
of in England, to the relief of the account there. Contracts have been made
for 18,714 hogsheads of beer brewed at Murree, Kussowlie and other stations;
and it is estimated that, in 1877-78, Rs. 8,62,220 will be thus transferred from
the Homo Accounts to India. Improved pay to British Medical Officers is
calculated to cost Rs. 2,24,000 a year. |
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‘ . . . ) . N

The remaining Ieads ave Remounts: and Cattle, Barrack Establishments,
Martial Law, Sca Transports and Miscellancous Services, and thcy show a
nominal diminution as follows :—

Rs. Rs.
1869-70 w. 1,20,11,010 | 1874.75 ... e T4,27,710
1870.71 v 1,41,02,470 | 1875-76 < .. 75,81,400
1871-72 co LIOSSSI0 | 187677 e 84,47,000
1872-73 . 1,00,86,070 1877-78} SUMALEs ... 173,74,180
1878-74 v . 87,635,850 :

The decrease, as compared with carlier years, is, to a great extent, nominal,
owing to the establishment of the Troop Transports, the cost of which is recorded
in the Home Accounts, and to the transfer of Barrack Establishments to the
Public Works Department. The excess in 1876-77 is in the item Mfiscel-
lancous Services, avd is due to a charge of Rs. 10,00,000 awarded under
revised instructions from the Secretary of State as compensation for loss of
sums paid, up to the 1st February 1861, for the purchase of promotion; to the
charges throughout India connected with the assumption of the Imperial Title
(Rs. 8,00,000) ; ane to compensation for dearness of provisions in Madras and
Bombay (Rs. 4,00,000) included in the sum of Rs. 18,00,000 already stated.

Thus, of the increased Effective charges, £180,000 is due to accidental
transfers of payments, amounting to £90,000, from 1875-76 to 1876-77, and the
remaining Rs. 27,41,480 appear to be essentially due to the increased charges at
Home for Mer Majesty’s Troops serving in India, and to the improved pay and
allowances granted to the Native Troops and to British Non-Commissioned
and Medical Officers.

I will now examine the increases in the Non-effective charges, which
increases all occur at Home.

The first item is Payments to the Imperial Government on account of the
Retired Puay, &c., of Troops serving or having served in India, the charges for
which have been as follows :—

£ £
1869-70 o 217,000 | 187475 ... .. 318,358
1870-71 CUoe39562 | 187316 350,000
1871-72 o 41997h | 1876-77) s 605,500
187273 - 871,635 1877-75} Estimates  ...q 598’500
1873-74 T 2881300

This item shows an incrcasc in 1876-77 of £255,500, of which £120,000 is

attributed to the postponcment of payments, amounting to £60,000, from
2c
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1876-77 to 1877- 78 But for this posjtponement ‘the figures would have
been— Py

1875-76 . . £4mooo | 1876-77 Estimate” ... 2545600

the mcrease being £13o 000 lee the .Home Charges of -Her M a;esly s
Regzments serving in Indm, these cha.rge§ are the result of long negotiations
with the War Oﬁice, and are beyond the control of the Government of India.
The 1tem .querred pay to dwcharged or deceased soldiers Sor ser vice in India
subsequent to st Aprzl 1876, which is’ entered at £2,000 in 1876-77 and.
£40 000 in 1877 78 is expected to riso to £200, 000 a year.

The next 1tem appears for the ﬁrst tlmr in 1876 77, viz.,, Payments to the
Imperial Government on account of the capztahsed value, from 1st April 1874,
of the proportion chargeable to Indian Revenue of the pensions granted beliween

18tk Febryary 1861 and 31st March 1870 to soldiers transferred from the
Indian Local Army to the British. Army. This charge, which we do not expect
to recur, 1s estlmated to be m—

1876-77 - ee £100 000 | 1877-78 ... £130,000

The third item is .Retzred Pay qf Officers of the Indian Service, including
Colonela’ ‘Allowances and including also the'capitalised value of pensions granted

to Indum Officers on retirement, representing the estimated value of the propor-
ttonate clacm to the Colonels’ Allowances. The charges for this item, which
accounts for £119,086 of the increase, are as follows :—

o £ £

1869-70 we 759,867 | 1874-T6 ... .. 982209
1870-71 oo 754,347 | 1875.76 ... .. 982114
1871-72 . 750,676 | 1876-77, Estimates ... 1,101.200
1872-78 .. 765,004 | 187778 Do, ... . 1,120,000
1873-74 - ... 816,598 ' :

of which the capitalised payments, whlch are calculated to prevent a still
laroer mcrease hereafter, are :—

«)’ -

£ g
1874-75 . 147,040 | 1876.77 111,200
1875.76 . 15775 | 1877-78 }Est’m“te’ 100§§00
The pensions from Lord Clive’s Fund are diminishing, thus :—
L - £

1869-70 ... .o 204,384 | 187475 .. . 133,462
1870-71 .. 181478 | 187576 .. . 121,908
1871-72 . 181635 | 187677 . 108,500
1872-73 . 182,730 | 1877-78 } Estimates 108,000

1873-74 o 183167
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Thus it appears that, of the whole increase of £457,788 in the Home non-
effective charges, £120,000 is due to an accidental transfer of payments from
1875-76 to 1876-77, £119,086 to the growing charge for Retired Pay of Indian
Officers, including Colonel's Allowances, and £218,652 to increased demands by
the Imperial Government for the retired pay and deferred pay of the troops
serving or having served in India. .

In concluding this Review of the Army Expenditure I have only to add
that the Government of India must certainly endeavour to find the means of
meeting the increased military charges, some of which are apparently inevi- -
table, by economies in other Departments of the Military Service : their en-
deavours must be largely dependent for success upon the support of Her
Majesty’s Government. I do not assert that the whole of the additional
expenditure on the Army has not been incurred for excellent objects, or that
it could have been avoided; but that the Indian Revenues are liable to
have great chargés thrown upon them without the Government of India being
consulted, and almost without any power of remonstrance, is a fact the gravity
of which can hardly be exaggerated.

Guaranteed interest less net traffic receipts shows the gratifying improve-
ment of Rs. 84,07,000.

The following Statement exhibits the whole effects recorded in the Public
Accounts and Estimates upon our Revenues, of the transactions with the Com-
panies upon whose capital interest is guaranteed from Indian Revenues.

Transactions as recorded in the Finance Accounts, upon the hypotkesis that £1 = Rs. 10.

1687677, | 1876-77, | 1877.78.

. . K ) OR1GINAL | RROULAR |);
1869-70. | 1670-71. | 1871-72. | 1873-73. | 1873-74. | 1874-76. | 1875-70. Estie B lé'::’:l-
MaTES, MATES. | MATES.

Ra. Rs. Ra. Rs. Rs. Bs. Ra. Ra. Ra. Rs.
GUARANTERD IxTRREST, LRSS
Nxr Taarric Rzozrrrs ... (1,64,70,640(1,83,48,110{1,72,32,182,11,05,010|1,43,73,520{1,24,45,620( 97,53,100/1,26,00,C00] 41,93,0001,00,00,000
LAWD awp Burpavisioy .. | 9,13,800| 8,290,630, 6,61,630] 16,10,560| 16,24,380| 6,63,94) 0-33.130\ 9,30,0000 913,000 7,

Intszser ox Ravinus Ba-
LANORS | 78,54 337,392 267,241 2,31,363 2,60,337) 350,431 3,40,700| 3,68,000 8,20,000| 8,000

Torar Exerwprruss ... (1,66,63,084/1,84,15,032) 1,31.51.j3,29.w.m 1,61,67,237 1,33,65,991|1,09,35,93011,38,38, 84,25,000{1,07,89,000

Dapucr Nxr Gary By Ex-
cEANGE

402170 1318670 2096760 28,06,460 83,34800) 30,14,520) 35,71,6100 32,401,130 43,49,00| 36,00,000

Nxr Cost OF UNDERTAKINGS TO
AR 1NDIAN RRVENURS A5 aR-
CORDED IN THE FinaNcE AND
Ravaxus

Accourrs . [1,62,60,914(1,80,96,362(1,60,54,20112,00,80,4831,26,32,347| 97,41,471 n'w“m'm 12,82,000

72,890,000
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According to this Statement, the improvement in 1876-77, compared with the Ori-
ginal Estimates, is, altogether, no less than Rs. 94,14,870, and the net cost of
the undertakings in 1876-77, only Rs. 11,82,000: but' this Statement does
not exhibit the true effect upon Indian. Revenues of the transactions with
these Corupanies : the system by which we combine the sterling transac-
tions of the Home Treasury with the rupee transactions of the Indian Trea-
suries upon the hypothesis that Rs. 10 = £1, and call the totals pounds sterling
or rupees, has many inconveniences; and - especially obscures the truth as
regards the important transactions with which I am now dealing.

In the following table I have collected the facts of the last seven years,
and the estimated facts of the present and coming years, as regards these
undertakings, from which the results to the Indian Exchequer have to.be
ascertained : these facts are, in themselves, well worthy of a place in this

" review.

Transactions of the Companies upon whose Capital interest is guaranteed from Indian Revenues.

1876-77, | 1876-77, .
1069-700+ 1870-7L. | 1871-78, | 1872-73. | 1873-74, | 187475. | 1875-76. Boﬂﬂnai Regal lar ll)ng'l
. stima

tes.|Estimates. |Estimates.

" ratbo Barnings v Ra. |7,05,79,330(7,31,90,800(7,30,57,34017,61,00,7618,33,08,7935,03,11,870(5,96,63,7505,65,76,000[10,31,73,0000,87,04,000
Worun‘ llpﬂlﬂ - Bs. | 4,13,04,040(4,35,61,340|4,11,74,569 4,64,67,492]4,70,78,350| 4,74,87,302|4,70,34,560/4,59,55,000] 5,35, 43,000/

.thﬂ of Workin( Ex-
_penses on Earnings ... Rs. 58°379 60 58:359, 61°860| 56882 53170 62458 83701 51'898] 53213

Net Trafic Recelpts ... 8. |3,08,75,280 2,80.30.8.60 3,18,82,771|2,86,43,260|3,61,24,44214,18,24,478| 4,26,20,187|3,96,20,000( 4,96,30,000]
Snrplu pald to Companies Bs. | 8,13,050{ 7,090,600, 5,959

Net Traflo Receipts appli-
oable to nlltf of Ind
lﬂn

4,84,81,000 -

4,43,43,000
8,563,050, 9,156,010 42,75,610| 22,72,610| 19,50,000( 29,94,000] 40,00,000

5. |2,86,63,290(2,79,10,750 3,13,86,631/3,77,89,819,3,52,09,43213,76,43,888|4,03,68,677 3,76,70,000] 4,06,96,00014,03,43,000
rois Guaranteod Int . L
paldtnmrnngn l:lomo £] 4138,1500 4352,713] 4,546,208 4,619,240 4,631,631| 4,659,755 4,636,896 4,700,000 4,696,000

- Do. do. “do.. p.ldln
Bupees inIndis  Ba| 412,303 423773 4,94739) 421,163 3,901,011 8,67,002) 3,34135 3,28000 2,41,000

quivalent of total Gus-
ranteed Interest in Ra-
poes, at Contract Rates Rs. | 4,64,11,933]1,76,98,000/,93,34,368 5,41,20,670|5,06,18,832(5,08,90,887 5,08, 13,729 |4,73,00,000| 4,70,83,000)

nlnlont ot total goa-
* hﬂl 'Rn-

L3 onts

m. mv:fun,'“;u:? .

for Becy. of Btate's Dills. B 4,30,94,383(1,06,57,368],78,87,577 4.90,13,1235,01,35,0105,06,05,142(5,19,69,307 5,53,51,718
Not  Capital patdin by Com-
India W TN 8,33,3%0| 11,76,020| 31,64820| 21,2584 8,00,000 39,07,000| 16,32,000

Net Capital withdrmwn ‘by 1. :

Compunios in Tudia ... Re. |2,63,93,272(1,51,06,000/1,14,86,180] ...

The foregoing net Capital
converted EICO pounds lt
Contract Rates

4,602,000

3,61,000

4,71,61,000

5,49,45,120(5,33,00,326

3,434,128) 1,407,350 1,007,811 127,760 75,369, 137,307 176,091 80,418 339,002] 128,458
The foregoing re-converted
into Rupees at yearly '
avarage rates of Bucre-

tary of State’s Lills ... Ba. [2,51,08,508]1,49,43,633(1,14,83,%04 3,092,020 8,00,452| 14,92,088 10,03,461‘ 6,00,220'

u.w.mi 1452308
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From the foregoing table we can deduce the true cost of these undertakings
to our Revenues as follows :—

True Cost to the Indian Revenues of the undertakings upon the Capital invested in whick Interest

is guaranteed.
1800-70. | 1870-71. | 1 _ 1876-77, -
800-70. 71, | 187172, | 187273, | 187374 | 187475. | 1876.76, | 1676-77, | Rogular | 1877-78,
Estimatcs.|Estimutes,|EStimates.
Rs. Rs. Rs. Rs. . .
GuanawTReD INTEREST AT THR 8 Rs. RBs Rs. Ra. Rs. Ls.

AVERAGE RATES OBTAINED
JOR Sun-nn oy auua

Bius ... .. |$,30,94,8834,06,37,388/4,78,37,877|4,80,13,122 5,01,33.010/5,00,95,1 42| 5,19,00,307| 5,63,51,718| 5,40,48,120/5,33,09,326

Laxp 4xp BurRsvisioN 913,000 8,20,530 661,630 1410500 1524350 G5,63940 833,130 9,80,000 9,12,000 7,80,000
IxrEREST OX lhmn BA—

LANOBRS . - 2.78.5“ 2,37,302) 2,57,241) 231,963 2,060,337 3,66,431 38,49,700| 8,08,000| 820,000 8,000
Loss 3y Coxreact Raras or
Excmawas ox  CarrraL

TRAXSACTIONS... - 530,310 365888 671,852 1,03378 2,090,771 189,638

4,42,67,82714,77,01,310/4,87,56,+48) ﬁ.la,os.assls,zz.oa,ns 5,22,77,365| 5,33,15,515(5,67,99, 450|5,81,80,120'5 42,67, 064
Nxt Taarrio RECETPTS APPLI-
CABLE !onunor lxnuu

Revexuss .. 12,85,62,230/2,79,10,75013,12,80,83112,77,80,319 3,62,00,432(3,75, 48,868, 4,03,56,677]3,76,70,00¢|4,68,36,000/4,08, 43,000
Gaix 3Y Coxnreacr Rarss or
Excravex ox Lunu. Ao-

COUNT ... . 12,25,674  2,23,463 53,976 51,739 -
TOTAL SETSOPR ... oo z,wm.ww;’,sl,u,zxs'a,]a,m,w 2 77,89,910/3,52,00,43213,75,48,985 4,03,50,077(3.76,70,00014,08,87,75614,03,43,000
[ ]
Nxt cosr T0 REVRNURS ... [1,45,09,4231,85,61,092)1,74,15,641 2.30,00.08l'|1.70,33,763|1,¢7,za,m 1,m,u.m| 1,01,20,480) 94,92,301'1,30,23,964

The last table which I shall give is the following comparison of the true
cost of these undertakings to our Revenues compared with the results shown
in our Accounts:—

1869-70
1870-71
1871-72
1872-73
1878-74
1874-75
1876-76
1876-77, Onglnal
1876-77, Revised
18717- 78

Net cost to Indian

Revenues  according

to

cee

Finunce Accounts.

Rs.

78.64.320
1,05,96,870
11,82,000
72,89,000

. True net cost.

Rs.

4,99,423
5,61,092

94, 9.‘.,361
1,39,24,964

More.

Re.

14,64,730
18,61,350
35,25,558
42,51 416
49,87,026
55,94,518
85,82.619
83,10,361
66,35,964

Less.

Rs.
17,61,491

Although the true estimated net cost, tLis year, of these undertakings thus
exceeds the amount shown in our Accounts by Rs. 83,10,361, still it is by far
the smallest burden that has resulted from them to our Revenues for many

2D
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years; and the relief of Rs. 96, 37 128 compared with the Ormnal Estlmates is
most acceptable the partlculars of this 1mprovement are as follows :—

Better.
N * ,:: i el - ,e Fl Ra:.
Net tm&ic Recelpts applwable to rellef of Indmn Revenues ... 89,66,000
. Exchange on’'Capital ‘transactions ... ... 2,61,630
* Reduction of Interest o Capxtal o 4,?2,838

ToraL . 96,49,128
. 12,000

Net-i;fﬁpmvement ... 96,317,128

PSRN

.‘,Of the 1mprovement in the Net Traffic Receipts, about 9 lakhs of Rupees is
attributed to the Delhi Assemblage, and about 29 lakhs ‘to the Famine ; the
remainder is said to be due toa great traffic in seeds, wheat, and other produce,
corresponding with the increased exports which we shall presently ohserve:

~ the saving in interest is owing to the discharge of some debentures and to
; the renewal of -others at lower rates.

" The fact that the gross traffic earnings are expected, for the first time,
m,to _exoeed _ten . crores of . Rupees, appears to. me to be full of promise, and
‘to'be's signal démonstration of the services which these Railways already “pét-
form-for India: there can be no question that multitudes will owe their lives
to them this year. The gross fraffic earnings of 1876-77 exceed those of
1869-70 by no less than Rs. 8,25,93,680, or 46 per cent., and the Net Traffic
o Recexpts ‘applicable to the relief of Indian Revenues in 1876-77 exceed the
. “amount so applicable in 1869-70 by Rs. 1,80,73,770, or 46 per cent. The decrease
in'the percentaoe of working expenses is highly creditable to the management of
these great undertakings, and to the supervision of the Government in the
Public Works Department. Altogether, I have found nothing so gratifying

in my present review of our finances as the progress of these Railways.

Their net financial result is burdened by the inclusion of the operations
of the Madras Irrigation Company, which is, as yet, an absolute failure and
a dead weight upon the Revenues, not nearly even paying its way.

The true cost of the Madras Irrigation Company’s Works to the Revenues
in - 1876-77 .is estimated.to be Rs. 6,77,729, so that the whole cost_of the
Guaranteed Railway system (5,866 miles) to India in 1876-77 is now estimated
at Rs. 88,14,632.
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The following is the Net Revenue earned (including Companies’ Surplus)
by each line :—

Rs. Rs.
East Indian oo 2,34,81,000 Sindh, Punjab, and Delhi... 22,00,000
Great Indian Peninsular  1,43,00,000 Eastern Beugal ... e 18,588,000

Bombay and Baroda ... 28,00,000 Oudh and Rohilkund e 11,86,000
Madras ... s ... 28,00,000 South India . 9,75,000

ToraL ... 4,96,30,000

Public Works Ordinary.—The excess over the Net Grant in the Imperial
portion of this Head is Rs. 9,28,000; but savings in the Provincial portion
reduce the net excess to Rs. 5,57,000. The following figures show the Imperial
expenditure of recent years compared with the present Estimates; they in-
clude the Estimates for 1877-78, which I shall presently explain :

Original Regular Originnl
Estimate, Estimate, Estimute, 1875-76. 1874.76. 1873-74.
1876-77. 1876-77. 1877-78.
Rs. Rs. Rs. Rs. Rs. Rs.
Military Works ... oo 1,22,84,000 | 1,24,69,000 | 1,23,19,850 | 1,33,77,380 | 1,18,69,260 | 1,12,29,600
Other Services ... - 27,14,000 29,68,000 32,34,650 83,06,i10 80,05,760 29,97,970
Collieries o e 1,567,000 1,380,000 2,69,000 1,16,270 1,88,370 2,12,720
Furloxgh Allowances 4,90,000 6,40,000 6,40,000 4,71,960 4,47,7650 4,99,940
Bﬁ;ﬁ_ %,:’,",,,:’f,"_‘:"""’ ©Fl 23000 | 240000 | 240000| 237650 26719 | 397,690
Miscallaneous payments ... 45,000 40,000 40,000 33,050 25130 | — 21,080
Irrigation Works 94,00,000 95,88,000 90,06,000 | 1,07,02,400 92,56,330 | 82,40,390
Delhi Assemblage 2,83,000 - .
2,53,20,000 | 2,62,58,000 | 2,66,39,600 | 2,82,44,820 | 2,60,44,780 | 2,35,57,230

The excesses over the Grant are as follows : Military Works, Rs. 1,85,000
attributed to expected saving not being realised; Other Services, Rs. 2,654,000,
of which Rs. 2,00,000 is for the new Government House and other Offices at
Simla, and the rest is more than accounted for by the transfer of certain
Light Houses from Provincial to Imperial Funds with a grant of Rs. 64,000;
Furlough Allowances, Rs. 50,000; Irrigation Works, Rs. 1,88,000. It has been
found necessary to grant, in all, Rs. 8,47,350 for urgent irrigation works not
provided for in the Estimates; of this sum, Rs. 1,569,350 is made good by
savings on items included in the grant; the excess of Rs. 1,88,000 remains.
The only important item remaining is Rs. 2,83,000, which I have included in .
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the Estimate given under the Head of Political Services of the total - cost of A
the ceremonies of the 1st: Ja.num'y 1877 throucvhout Indla e

Public Works Extraordmary —The Grant was mcreased in the middle of‘
the year by Rs, 20,00 000 tha.t the excess now. expected is only Rs 4 10 000 is
owing to the accidental transfer, at the last, of 2 payment in England of £128,000
for stores from "1876-77 to 1877-78. Of the whole Grant, Rs. 2,85,00,000 is

(R

Rallways and the rest on Canals

ex/ .ndlture is as “follows :—

Raqutn.nn 13,99,000 Sindhia ... 18,90,000
-~ Western Ra;putana 84,000 Northern Bengal ... 42,69,000
Neemuch - 18,63,000 Tirhoot .. 15,10,000
Holkar <. 15,60,000 Rangoon 81,04,000
“Wardha Val]ey 7,69,000. Punjab Northern ... .88,69,000
Chatlsgarh e 76,000 Indus Valley . ... 1,00,00,000

. 'I‘hls completes my review of the Revenue and Expenditure of 1876-77
, ' as now estimated. ‘Compared with the Original Estimates, the general result
is. that but for the Famine, the Original Estimates, although they were in some
respects more sanguine than is usual, would have been more than made good.
««In <th"ew'imdsf ‘of “the 'gloom ..that the Famine casts upon the financial
. sltuatxon to-day, we must not forget that this result was, at one time,
‘ httle ‘expected: in July 1876 the Government was justly so alarmed
at the continued fall in the price of silver, that the Viceroy deemed it
- right to .issue a general warning to all authorities throughout India that
5'-every possxble economy was called for: I am hardly prepared to say that -
"the ¢omparatively favorable results which, apart from the Famine, I have
’now set forth, can be dn'ectly traced to that warning; but I know that, in
‘,Asome cases, 1t led to vigorous measures of retrenchment, which have already
facilitated “certain important financial measures which T shall describe in
spsgkmo to the Legislative Council of the arrangements proposed for the coming
year. *

WAYS AND MEANS, 1876-77.

I must next compare the Regular Estimate of Ways and Means for

1876-77 with the anmal Estimate, using, as before, the abstract tablesin State-
ments 1V, V,and VI

-~ The Deficit of Imperial Revenue has grown, as we have seen,- from
Rs. 8,61 50,000 to Rs. 6,07,83,000. The Deficit of .Provmcml and ~Local
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Revenue is now estimated at Rs. 28,77,000, being more than the Estimate by
Rs. 1,07,000. The payments on account of the Military Service Funds are
now estimated at Rs. 27,69,000, being Rs. 89,000 more than we expected. The
net Loans to Native States and Public bodics are expected to be Rs. 61,30,000>
being Rs. 16,50,000 more than was expeceted.

As these transactions possess considerable intercst, I present the following
account of them :—

Loans to Native States and Fublic bodies.

Adranced. Recovered. Net advauces.

1872-73 .. 43,88,360 17,589,690 25,98,670
1873-74 58,08,490 12,36,850 45,71,640
1874-75 80,16,540 19,00,270 61,16,270
1875-76 55,587,950 17,138,110 38,74.870
1876-77__'_' wee . 75,10,000 13,50,000 61,30,000
- ToraL . 3,13,11,370 80,40,920 2,32,91,450

During these five years, the sum of Rs. 2,32,91,450 has been for the
most part (the loans to Native States being inconsiderable) invested, by the
agéncy of various public bodies, in works of local improvement. The Grand
Total outstanding due to the Government of India on this account, on the
31st of March 1876, was Rs. 5,67,78,790, full details of which are given in
the 70th Account appended to the Finance and Revenue Accounts of India for
1875-76. The largest items are Rs. 2,14,75,860, due from the Bombay Port
Trust ; Rs. 92,05,560 from the Calcutta Municipal Corporation ; Rs. 59,83,420
from the Calcutta Port Fund and Port Trust ; Rs. 57,561,000 from the Bombay
Municipality ; and Rs. 21,26,670 for the Hooghly Bridge.

The Guaranteed Railway Companies were expected to withdraw net
Rs. 10,43,000 : they will, it is believed, actually withdraw Rs. 1,21,42,000.
Deposits and Remittances shew an adverse balance of Rs. 78,00, 000, being
more than Estimate Rs. 53,70,000. Thus, we now expect to have to provule,
otherwise than from the Revenues, Rs. 9,25,01,000, being more than Sir William
Muir’s Estimate by Rs. 4,19,08,000.

Of this large sum, the Covenanted and Uncovenanted Cipil Funds
will yield Rs. 11,40,000, being more than was estimated by Rs. 2,60,000.
Savings Banks Deposits are expected to supply Rs. 10,60,000 instead of
Rs. 5,00,000.

2E
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This;.item is not important ﬁnaﬁcially; but it has so much interest of its
own, that T will state the past figures :—

Savings Banks,

Deposited.  ~ Withdrawn.  Net Deposits.

Rs. Rs. Rs.
1872-78 . .. 89,89,940 65,75,820 24,14,120
1878-74 e ... 1,17,78,520 91,86,580 25,86,940
1874-75 . 78,08,730 72,09,370 99,360
1875-76 78,75,390 65,35,180 8,40,210
1876-77 57,60,000 47,00,000 10,60,000

4,12,07,580 8,42,06,950  70,00,630

1)

The balances in the hands of the Government on the 31st March 1876 are
shown in the 65th Account appended to the Finance and Revenue Accounts
for 1876-76 to have been Rs. 1,83,08,140, of which Rs. 1,45,19,370 were in the
Presidency Savings Banks (Rs. 93,86,040 in Bombay alone); Rs. 17,183,540
were in Regimental Savings Banks ; and Rs. 20,75,230 in District Savings Banks.
It was ascertained in 1878 that the Presidency Savings’ Banks were being used,
especially at Bombay, for purposes for which they were notintended ; and means
were taken to prevent the abuse. ' The Disérict Savings Banks have made some
progress during the year, but they are still quite in their infancy. ‘

The net amount borrowed in 1576-77 is Rs. 3,72,40,000, being more be
Rs. 74,60,000 than was estimated by Sir William Muir: the excess of £1,980,000
borrowed in England was, so far, neutralised by operations in India, chiefly
by the purchase of securities already described.

If some unimportant items are omitted, the rest of our requirements for
the year have been supplied from the Balances in our treasuries, which have
been reduced by Rs. 5,41,27,937 in India, and raised by £228,200 in England.
Sir William Muir calculated upon a reduction of only Rs. 1,76,23,000: he
expected the Government of India to reduce its Balances by Rs. 2,69,06,000,
and the Secretary of State to increase his Balance by £928,800. I have shown
‘that the Opening Balances proved to be larger by Rs. 88,16,000 (viz.,
Rs. 70,93,000 in India, and £172,300 in England) than was at that time ex-
pected. But making allowances for this, the net reduction amounts to the
formidable sum of Rs. 2,64,07,000 in excess of Sir W. Muir's estimate, of
which Rs. 2,01,29,000 is in India, and £527,800 in England. I cannot speak
for the Secretary of State as regards the Balances in the Home Treasury, but
the estimated Balances in India on the 31st March next (Rs. 11,63,97,000) are
decidedly too low; and we have only submitted to them under the pressure
arising out of the Famine.
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The Exports and Imports of Merchandise (including Government stores
but excluding treasure) during the ten months from April to January, in the
years 1872-73 to 1876-77, were—

April to Junuary.

1872-73
1873-74
1874-75
1875-76
1876-77

Exports
(including
re-exports).

Rs.

*43,78,45 284

e *43.0958 722
e 44,31,72.208
46,30,93,697
48,26,51,961

Imports.

Rs.

25,52,53,692
26,43,52,662
29,42,806,036
31,52,62,938
30,24,29,230

Net Exports.

Rs.

18,25,91,592
16,66,06,060
14,88,86,172
15,48,30,759
18,02,25,731

¢ These figures are for private trade ouly, those for Goverument Stores not being availuble.

Including treasure, the Net Exports during the same periods 1_\4ere—

April to Junuary.

1872-73
1873-74
1874-75
1875-76
1876-77

Net Exports
of Merchandise.

Rs.
18,23,01,502
e 16,66,06,060
14,88,86,172
. 15,18,30,759
18,02,25,731

Net Duports
of Treusure.
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N‘ét Exports.

Rs.
15,84,91,212
15,51,00,837

9,83,89,796
13,03,05,179
12,80,40,425

The Gross Exports of cominodities (other than treasure) in the ten months
of 1876-77 exceeded those in the corresponding period in 1875-76 by nearly 2
crores, whilst the imports were 58 lakhs less : the Nct Imports of treasure in the
ten months of 1876-77 were 276 lakhs more than in the corresponding period

in 1875-76.

The exports of the principal articles of Indian produce were as foliows :—
(Values in Rupees.)

Coffee e
Cotton Goods—
Twist and Yarn

Manufuctures
Indigo e

Rice and Puddy .

Wheat
Hides and Skins ...

(Cwt.)
. { (Value)

bs.
"1 Value
Value
(Cwt.)
= { (Value)
(Cwt.)
J(Value)
(Cwt.)
" UValue)
v Value

1872.73.
226,000
64,72,000

1.5629,000
8,23,000
27,17,000
91,000
2,83,82,000
17,373,000
4,25,68,000
320,000
13,52,000
2,30,71,000

1873-74.
234,000
8G,17,000

2,009,000
10,53,000
35,37,000
88,000
2,76,12,000
13,829,000
3,82,53,000
1,338,000
61,16,000
2,09,52,

1874-76.
167,000
74,04,000

2,143,000
11,11,000
31,46,000

65,000

2,10,75,000

10,048,000
3,15,43,000
998,000
45,76,000
2,05,66,000

1875-76.
165,000
66,23,000

4,387,000
19,683,000
32,62,000
78,000
2,03,80,000
13,046,000
3,54,97,000
2,156,000
77,566,000
2,37,88,000

1876-77.
169,000
72,25,000

6,817,000
©1,66,000
37,659,000
83,000

2. 15,04,000
11,656,000
3.39,77,000
4,839,000)
1,67,34,000
2,30,98,000
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(Values in Rupees.)

1872-73. 1873-74. 1874-75. 1875-76. 1876.77.
Jute, Raw and manufactured ... Value  8,63,27,000 8,06,90,000 2,94,91,000 2,63,96,000 2,89,64,000

Lac v Value 1565000  19,44,000  19,24000  59,36,000  42,53,000
Cwt. R - - 8,514,000 8,559,000

Beods «} Value 1,20,41,000 1,90,73,000 2,45,19,000 4,415,000 4,68,86,000
. Chests 69,000 42,000 81,000 73,000 82,000
Opium “ lvalue  9,67,05000 9,23,48000 10,18,01,000 9,18,68,000 10,49,10,000
Cwt. 396,000 890,000 423,000 801,000 870,000

Saltpetre s »{Value  40,77,000 40,64000 3870000 2560,000  30,27,000

8ilk, Raw and manuyfactured... Value 111,61,000 10814000  87,27,000 53,19,000  80,14,000
Sugar and harine produce... Value 46,77,000 19,17,000  27,91,000 22,66,000  60,60,000

Toa b 15,710,000 16,800,000 17,231,000 21,255,000 25,186,000
{Value 1,40,33,000 1,62,02,000 1,69,09,000 1,89,99,000 2,26,18,000
Wood, Teak - « Value  32,63,000 8316000 26,39,000 3563000  27,32,000
Wool, Raw . 16,344,000 16,062,000 17,924,000 19,507,000 19,845,000

" Value 66,568,000 74,565,000  80,68,000  89,93,000  89,10,000

The export of Cottori Goods continues to grow remarkably. There are
now, or will immediately be, fifty-two mills at work in India for spinning and
weaving cotton, viz, :—

=
=
F

. . Spindles. Throstles. Looms,
Bombay . 40 932,630 21,476 8,390
Bengal 4 101,194 3,352 100
North-Western Provinces 2 27,350 e %5
Madras e 3 26,800 s 44
Nagpur 1 30,000 450
Hyderabad ... 1 15,172 200
Indore 1 No information.

Total 82 1,133,046 24,628 9,459

The increase in exports of W heat, Seeds, and Tea is very considerable;
and, after three years of depression below the amount in 1872-73, the export of
Sugar in 1876-77 has greatly exceeded that in 1872-73.

The following table of imports of principal articles during the ten months
from April to January in 1872-78 to 1876-77 shows a slight improvement in
Cotton Goods and a material improvement in Metals, which two classes of goods
form the bulk of the imports. Grey cotton goods, of which the quantities
in 1875 declined below the imports in 1874, show an improvement in the
ten months, compared with the corresponding period in 1875.76. In the
remaining articles there is, on the whole, a falling off in comparison with
1875-76 :—the decline of machinery and mill-work being considerable : woollen
manufactures, though less than in 1875-76, are in advance of the correspond-
ing amounts in 1872-78 to 1874-75. I reserve for my Statement in the
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Legislative Council the remarks which I bave to make regarding the import

duties levied on cotton goods.

(Values in Rupecs.)
1872-73. 1873-74. 1874.75. 1875-76. 1876-77.

Apparel ... w. Value 5204000 4915000 52.36.000  53.17.000 41,4300
Coal ° ¢ Touns 233,000 240,000 220,00 243,000 336,000
U Value  82,69,000  49,62,000 42,17,000  41,60,000 62,67,000

Cotton Goods— N
. - s, 25,6.2,000 25355000  31,708.000 23024000 26,602,000
Twist and Yarn { Viine 20000000 230 42000 27055000 2286100 23305000
Manufactures . Value 11499,17.000  12,76.16.000  13.55,07,000 13.«)8.12.000 13,03.80.000
Liowors { Gallons  28,08,000 33,28,000 33.93,000 32,145,000 40.56.000
7 .. Value  1,23.1.4,000 1.1!,22 000 1.19,68,000 119,438,000  1,26,86,000
Machinery and }Izllwork we. Value  38.93.000 75,10.000 96,02,000  1,20,0L,000  73,06,.000
Metals . Value 1,51,23,000 1,30.65000  2,00,73,000  2.47,22,000 2,77,08,0(0)
Ruailway Plant and Rollm_q-:tock Value  44,44.000 93,6100 BORL.O00 1,378,000  1,20,26,000)
Salt { Tons 239 000 000 109,000 303,000 256,000
) Value 70,895,000 "0 33,000 54.57,000 50,562,000  36.37,000

Silk, Raw and manufuctured ... Value 1,0230,000  1,13,66,000 13154000 11268000  83.27,000
Sjm‘ex ve. Value 10109000 12.41,00%) 15.3L000 31,67,000  36.79,000

Sugur and saccharine produce ve. Value  30,75,000  39,08,000 36.16,000 61.88,000  34.98,000

e { s, 1,961,000 7 1,233,000 1,364,000 2,268,000 1,537,000
ea Value 19,061,000 12.33.000 13,64.000 10.72,000  12,18,000
Woollen Manufacturcs ... Value 63,62,000 60,U8,000 48,15,000 74,39,000  72,59,000

The Net Imports of gold and silver were as follows :—

Ajnil to January. Net Imports Net Imports Total Net Imports
of Gold. of Silver. of Trenvure.
Rs. Rs. Rs.
1872-73 2,18,65,723 72,31,657 2,90,97,380
1873-74 1,13,64,643 1,40,575 1,15 0.),.. 3
1874-75 .- 1,63,00,406 3,41,95,970 5 04,906,576
1875-76 1,48,62,220 9,63,360 2,45,25,580
1876-77 -41,02,337% 5,62,87,643 5,21,85,306

The condition of Trade in 1876-77 is understood to have been flourishing :
doubtless the expansion of the Net Imports of Silver and the fact of there
Laving been, for the first time, a Net Export of Gold, are closcly connected
with the fall in the gold-price of silver, and the consequent depression of the

sterling exchange.

The Bank of Bengal’s rate, of interest on loans payable on demand has
varied from 11 per cent. ({rom the 13th to the 27th April) to 5 per cent. (from
4th August to 21st September). Moncy has thus been scarce and dear, a fac’
which may be attributed, partly, to the contraction of the Government Balances
and the creation of a separate Government Reserve Treasury, but, to a much
greater degree, probably, to the apprehensions felt by banks and capitalists as
to the future value of silver. There is reason to belicve that much capital was
for a time, and may again be, withdrawn from thic East in consequeunce of these

apprehensions.

# Net Exports.

1 3-]
]
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The Government Securities held by the Presidency Banks have fallen from
Rs. 2,44,71,000 on the 1st April and (by the latest returns) Rs. 1,64,78,0600.
" The largest amount held by these institutions was at the end of June
Rs. 2,69,15,000, since which date they have sold securities for Rs. 1,04,42,000.
The following Statistics of the transactions of these Banks at the close of the
8th week (the latest date for which we have complete Statistics) of each
calendar year are interesting.

ASSETS. . L1ABILITIES.
~— ~ N r y A )
Advances .
m(z::es‘:u- on Govern- Me;icﬂ:txlo Cash Other Reserve Pub]‘io Ba.nk Post Ot;l::’ d;-
Tities beld. mt;?tt‘:i eS:cn- discounted. Balances. Assets, Funds. Deposits.  bills. isbili:i:e.

Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.

1871  151,28,000 128,567,000 351.48,000 995,08,000 58,94,000 2544000 624,14,000 21.76,000 677.75.000
1872 145,84.000 424,70,000 432,26,000 945,63.000 9504000 25.91.000 1,160,19,000 10,07.000 451.05.000
1878  219,52,000 145,04,000 370,13,000 896,36,000 55,11,000 29,79,000 795,65,000 3,83.900 520,64.000
1874 163,06,000 188,92,000 403,2),000 516,16,000 29,04,000 .34,92,000 53L.8LO0O 7.33,000 390.27.000
1875  231,93,000 170,82,000 380,22,000 579,90,000 38,07.000 85,566,000 512,00,000 6,61.000 471,00.000
1876  257,07,000 162,44.000 347,73,000 698,562,000 30,31,000 4178,000 514,41,000 10,25.000 452 35000
1877 164,13,000 148,87,000 325,901,000 472,81,000 33,02,000 41.96,000 805,74,000 3,86,000 443.18,000

‘The public Deposits fell at one time (second week of January 1877) to
Rs. 2,64,66,000. Their depletion is due to the decrease of the general
Balances of the Government, and, latterly, to the demands for money for the
operations against the famine in the Presidencies of Madras and Bombay. °

The Presidency Banks’ Act No. X1 of 1876 came into operation on the 1st of
May 1876, and is understood to have worked satisfactorily. New agreements
have been completed, under this Act, between the Government and the Banks
for the conduct of the public business at the Presidency Towns, and at the
Branches of the Presidency Banks at country towns; and these agreements,
too, have worked smoothly and well.

A Government Reserve Treasury was opened in Calcutta on the 11th May
1876. The largest Balance accumulated in this Treasury was Rs. 1,66,25,677
(on the 1st November): this amount rapidly decreased ; and, since the
middle of December, the contents of the Reserve Treasury have been nominal.
Local revenue is not received at this Treasury, which is supplied only
by remittances from the Calcutta Mint and from the interior of the country.
It is considered important to concentrate the spare resources of the State, as
far as possible, in one’ Government Reserve Treasury, in order that they may be
more readily available for use, in case of need, than they would be if they were
deposited, as heretofore, in the Presidency Banks and employed in their
ordinary business. The Government intends always, in ordinary times, to leave
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with each Presidency Bank a balance calculated upon a liberal scale with
reference to the public transactions at each Bank.

The rates of exchange at which the Secretary of State sold his bills upon
the Government of India have ranged from ls. 6:57d. the rupee on the 5th
July to 1s. 10-33d. on 24th January, following, of course, the Sterling price of
silver : the average rate, as we have seen, is 1s. 81d.

The rate fixed for the adjustment during the year of transactions with the
Imperial Treasury is 1s. 93d: this rate is fixed once a year, according to the
state of the exchanges in London on the date on which the calculation is made:
hitherto, no forecast of the probable course of the exchanges during the year
has influenced the determination of the rate: this year, the rate has been so
much above the market rate that the Treasury has lost heavily by it. The
amount to which the rate applies, directly, in 1876-77 (apart from furlough
allowances, the proportion of which affected by the rate I cannot exactly
calculate) is estimated to be net £1,371,000. At the average rate of the year we
should have received in India, in exchange for this sterling sum, Rs. 1,60,62,236 ;
by the operation of the adjusting rate we have received only Rs. 1,51,28,275 ;
the difference (Rs. 9,23,961) is loss tothe Indian Treasury arising from the
adjusting rate; and perhaps Rs. 1,50,000 may be added for loss on furlough
allowances. The furlough allowances of our civil and.military officers and the
family remittances of military officers are affected by the adjusting rate; and,
in so far as the high rate of the year has mitigated the loss sustained from the
depreciation of silver, by our military officers and by our poorer civil officers,
the Government does not grudge its loss. One consequence of the advantage
enjoyed, this year, by these officers is to be observed in the remittance by them
to their families through the India Office of £275,000 more than was expected.

The Paper Currency circulation during the first ten months of 1876 was
only marked by the ordinary fluctuations due to season : towards the close of
the year the circulation was increased by the issue of notes against bullion,—
a measure authorised by the law but not hitherto adopted. The lowest
point of the circulation, Rs. 10,58,22,945, occurred, as in 1875, in May:
the recovery, however, which is observable in the dull season, took
place earlier and more rapidly than in 1875: this agrees with the
movements of the money-market; in 1875, the highest point of the
Bank of Bengal’s rates of discount was reached on the 13th May, and the
first reduction took place on the 27th May; in 1876, the highest point was
reached on the 13th April, and the first reduction took place on the 27th
April. At the close of 1876, the amount of the circulation was almost
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exactly 12 crores of rupees. The largest circulation, Rs. 12,27,36,080, was
on the 16th December. :

~ The Money Orders issued by the Government fell to a lower number
and amount than has been reached for several years, as follows :—

NogfOrim g, Avmgsszemmlol  pogy

Rs. Rs. A. P. Rs.

1869-70 . 210,781 1,16,63,338 65 b 4 60,894
1870-71 e 242,702 1,30.65,924 63 12 8 64,891
1871-72 ... 251,213 1,25,14,115 49 13 b5 658,017
1872-73 .. 269,435 1,29,21,632 47 156 4 58,387
1878-74 PO e 245,879 1,07,20,240 43 7 3 66,825
1874-75 . 242,001 1,01,67,465 42 2 8 56,919
1875-76 .. 281,907 91,26,625 89 6 8 55,664

The low average amount of each order is satisfactory, as showing that these
. orders are being used for the purpose for which they were intended, viz., to
make small remittances: the diminishing use of the orders seems to show
that the means of remitting money in the interior are becoming cheaper.

The Motion was put and agreed to.

The Hon’ble S1r J. STRACHEY also applied to His Excellency the Presi-
dent to suspend the Rules for the Conduct of Business.

THE PRESIDENT having declared the Rules suspended,
The Hon’ble 81 J. STRACHEY introduced the Bill.

The Hon’ble St J. STRACHEY also moved that the Bill be published in the
Gazette of India in English, and in the North- Western Provinces Gazette in
English and in such other languages as the Local Government directs.

The Motion was put and agreed to.

NORTH-WESTERN-PROVINCES LICENSE BILL,

The Hon’ble S1r J. STrRACHEY moved for leave to introduce a Bill for
the licensing of certain trades and dealings in the North-Western Provinces-

The Motion was put and agreed to.

The Hon’ble 81r J. STRACHEY also applied to His Excellency the President
to suspend the Rules for the Conduct of Business.

Tae PRESIDENT having declared the Rules suspended,
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The Hon’ble Sik J. STRACHEY then introduced the Bill,

The Hon’ble Sir J. STRACHEY also moved that the Bill be published in
the Gazette of India in English, and in the North-MWestern Provinces Gazelte
in English and in such other languages as the Local Government directs.

The Motion was put and agreed to.

CIVIL PROCEDURE BILL.

The Hon’ble St AxTnUR HoBHOUSE begged leave to make a short state-
ment with reference to the course which the Government proposed to take with
the Civil Procedure Code. He said :—I said nothing on the subject yesterday,
because I expected to speak so soon on the subject at large. It has however
been suggested to me that that was a mistake, and that it would be more satis-
factory if I were to state publicly what would be the course of business. 'What
the Government propose then is, that the list of business for Wednesday, the
28th instant, shall contain notices of motion in my name for taking the reports
into consideration and for passing the Bili. If then it is found that this dis-
cussion more than exhausts the day, or if amendments are carried which neces-
sitate a careful examination of the draft, there will be time for an adjourned
debate, and His Excellency the President will doubtless appoint some con-
venient day for the purpose.

«T am afraid that it may occasion some inconvenience and hurry to Mem-
bers of Council, that so large a measure should be debated within so short
a time after the last report has been presented. But it is important to pass a
measure which has reached such a stage of maturity as is the case with the
Civil Procedure Code ; and having regard to the movements of the Government
of India, it will be difficult to perform that operation during the present year
if it is not performed during the present sittingsin Calcutta. Moreover, it will
be recollected that a large proportion of the Members of this Council, no less
than eight, are also Members of the Select Committee, and they are acquainted
with at least the larger details of the Bill. Still there is hurry, but our Secre-
tary is hard at work, preparing the new prints of the Bill, soas to get them into
the hands of the Members as early as possible, and I believe that every one will
have time to study such portions of the Bill as irterest him.

* As regards those who are outside this Council, the case stands thus. The
Committee have made many alterations in the current draft, Bill No. IV, but
the great bulk of those alterations relates to technical or professional matter,

which is not only not interesting to the general public, but which requires a
. 2a
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long perlod of study for anybody to digest and to comment on. In fact there
gre only two subjects which have attracted anything like general mterest one
being the remedies given to creditors against their debtors, and the other being
the distribution of business between District Courts and Subordinate Courts.

“ On those two subjects some alterations were proposed by Bill No. IV,
" which have received a great deal of comment adverse and other. But in
seltling Bill No. V, the Select Committee, with an eye to the passing of the
Bill during these sittings, have carefully abstained from widening the field of
alteration opened by Bill No. IV. Such alterations as they have made have
distinotly narrowed that field of alteration, and have travelled back again in
the direction of Bill No. ITI. There is therefore nothing, so far as regards the
two subjects I have mentioned, which is contained in Bill No. V and which
was not contained in distinctly greater force in Bill No. IV.

“Now Bill No. IV was published at the end of September last, so that by
the time we come to debate it will have been six months before the public.
Moreover, it was not published as a rude and undigested mass of details from
which each man might pick what suited him if he could find it. It was ac-
companied by comments proceeding .partly from myself and partly from my
friend Mr. Cockerell, for the very purpose of calling attention at once to the
material alterations, so that those who had comments to offer on them might
offer them without loss of time. Surely thetime which has passed is sufficient
for the purpose. In point of fact-we have received some very able and efficient
comments on our proposals, and I ean hardly think we should get much more
if more time were allowed.”

The Council adjourned to Wednesday, the 21st March 1877.

WHITLEY STOKES,

CALCUTTA, Secretary to the Government of India,
The 15th March 1877. Legistative Department.
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