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Abstract of the Proceedings of the Council of the Governor General of India,
a:s'sembl(.'tl Jor the purpose of making Livos and Leeynlations under the pro-
visions of the Act of Parliament 24 § 25 Vie., cuap. 67,

The Council met at Government 1louse on Thursday, the 27th December 1877
PrESENT:

His Lxcellency the Viceroy and Governor General of India, ¢.ms.1.,
presiding.

His Honour tho Licutenant-Governor of Bengal, cs.1.

The Hon’ble Sir E. C. Bayley, k.c.s.1.

The Hon’ble Sir A. J. Arbuthnot, kx.c.s.1.

Colonel the IIon’ble 8ir Andrew Clarke, r.E., K.C.ALG., C.B.

The ITon’blo Sir J. Strachey, k.c.5.1. )

Licutenant-General the ILon'ble Sir . B. Johnson, k.c.s.

The Hon’bloe Whitley Stokes, ¢.s.1.

The Hon’ble F. R. Cockerell.

The Hon'ble B. W. Colvin.

The Hon'ble Mah:irdjd Jotindrd Mohan Tagore.

The Hon’ble T. C. Hope, ¢.s.I.

The Hon’ble Mumtdz-ud-Daola Nawdlh Sir Muhammad Faiz Ali Khén
Bahiddur, x.c.s.1.

The Hon’ble G. C. Paul.

The Hon’ble E. C. Morgan.

NORTIERN INDIA LICENSE BILL.

The Hon’ble Sin J. Stracney moved for leave to introduce a Bill for the
licensing of trades and dealings in the Panjib, the North-Western Provinces
and Oudh. He said—

FINANCIAL STATEMENT.

My Lorp;—*In the Financial Statement for 1877-78, which I had the honour
topresent to your Excellency and this Council on the 16th of March last, I dwelt
at some length npon the nccessity imposed _upon .the Governm.c?t of Indin of
bringing the public Revenues and Expenditure into a con(ht.lon of Propcr
equilibrium, and I indicated that it would be our d}lty, at some future time, to
propose further measures for accomplishing this object. The cvcnts. that have
oceurred sinco that time will have prepared cvery one for the conclusion that the
wgeney of the case has becomo greater with cach succcc'ding m‘on th of the pro-
longed crisis through which the country has been passing. The Government

fully recognizes the fact that tho community at largo is not less interested in

{he measures that it has been deemed expedient to adopt than arc the Members of
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the Government on whom dovolves tho responsibility for framing those measures,
and your Excellency has, I may be allowed to say, wiscly determined, therefore,
to loso no time in introducing before the Council the Bills which are neces-
_sary for obtaining the requisite Legislative authority for carrying out its policy,
This cowrse will give amplo timo for that full considoration of our measures,
which it might have been difficult to sccuro if wo had waited till a later part of
the scason. '

“I reminded the Council, at the time to which I have referred, that, after
tho famine of 1874 in Northern Bengal, the Government of Lord Northbrook
declared that such calamities could no longer be treated as abnormal or excep-
tional, and that sound financial principles required that the grave obligations
centailed by famine upon the Government should bo explicitly recognised and
provided for among the ordinary charges of the State. Within the previous
ten years, threc serious famines had occurred. The drought of 1866 led to
famine in Bihdr and Orissa. The failure of the rainy scason in 1868 and 1869
caused severe distress over a great tract of country in Northern India; and
in 1874 came the famine in Bengal. As it could not be doubted that India
was liable to the periodical and not unfrequent occurrence of such calamities,
Lord Northbrook most justly concluded that to attempt to meet them merely -
by borrowing without a simultaneous increase of income would be financially
ruinous : it was out of the question to think of meeting with borrowed money
the charges which we should have to incur in future on their account. Whatever
means, he said, we may take to obviate or mitigate them, it must, under present
circumstances, be looked upon as inevitable that famines will from time to
time occur.

“He therefore determined that, to enable the State to meet the serious
obligation of proventing and relieving famine, it was necessary to secure, in
prosperous times, a substantial surplus of Revenue over Expenditure in addi-
tion to that necessary margin which a prudent administration demands for
the ordinary requircments of the State. Duc provision would thus be made
for meeting ocecasional expenditure upon famine. He argued that, if
this swplus were devoted to the rcduction of debt or to preventing the
increase of debt for the construction of reproductive public works in years
of ordinary prosperity, thero would be no objection to the Public Expen-
diture cxcceding the Public Revenue in occasional years of adversity, so that
we might then without objection meet the charges on account of famine from
borrowed funds, to the full extent to which our surplus had permitted the
discharge of debt or prevented its increasc.
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« ’l‘!lc ESccrotm'y of State agreod with Lord Northhrook's Government that

the periodical ocourrence of famine ought-{o enter into the caleulation of

the Qovernment of India when making provision for its ordinary wants

from year to year, and that snch asurplus should be provided in each year as

would make a sensible impression on the debt incurred in times of famine.
Her Majesty’s Government have recently re-affiemed this principle.

“I was authorised, in making my Vinancial Statement, to declare the entive
roncurrence of your Excellency’s Government in this policy, the wisdom of
which had again been painfully enforced upon us by the famine in Southern
Indin, but which no suflicient steps had till then been taken to carry out.
A careful cxamination of tho accounts of the seven years ending on the
81st March 1876, a period long enongh to illustrate fairly the state of our
Finances, made it plain not only that we had, when Ispoke, made no proper pro-
vision for the cost of famines, but that we possessed no true surplus.of Revenue
over Expenditure to cover the many contingeneics to which a great country is
exposed. As I then said, the financial administration of owr predecessors had
been most careful and economical. They acted in accordance with the facts
which their experience appeared to supply, and with that reluctance to add to
the public burdens which has always most properly characterized the action of
the Indian Government. But our fuller information had made it manifest,
beyond the possibility of dispute, that, whether by retrenchment of expen-
diture, or devclopment of the existing sources of revenue, or fresh taxation, or
by a combination of these means, a substantial improvement of our finan-
cial position was indispensable; and we only postponed the adoption of
vigorous mecasures to this end until returning prosperity should ecnable
the country to undertake fresh burdens with less difficulty, and allow the
Local Governments more leisure to afford us their counsel and co-operation.
Subsequent cvents have only served to show more clearly the urgency
of our nced. The ycar 1877 has been a year of gloom and difficulty to
multitudes of the pcople, and of decp anxicty to the Government. In
consequence of the delay in the coming of the summer rains, tho distvess in
Southern India was prolonged much beyond the period which, it had been
hoped, would terminate it. We had estimated the cost of the famine at five
and o quarter millions, but this sum had s'ubscqucntly to he raised to our
prosent estimato of nine and a quarter millions. In rul«litio‘n to th.o scarcity
resh dangoer arose in the north, from the very insufficient rain-

in the south, a f 4 .
The autumn crops over a great part of Upper India were

fall in that quarter. ! |
almost wholly lost, no such completo failure having occurred, in the North.
Western Provinces, since 1837-88.  The drought extended into Raijputdn:
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and Central India; and there ave few Provincgs in India which did not suffepr
more or less loss. At one time there were innniileut apprehensions that it
would be impossible to sow the winter crops of Uppet India, and that another
famine of *great severity was there imponding. IIappily, the rain in -the
‘beginning of October saved India from this poril; abundant falls have
already almost obliterated famine in our Southern Provinces, and the timely
rainfall of the present month of December has removed our remaining anxiety
for Northern India. 'We may reasonably hopo that our long-continued adver-
sity will now be succeeded by a season of national prosperity.

I must not turn aside now to speak of the lessons for.our future guid-
ance which, I hope, will be derived from the dearly-bought experience of the
recent famine. DBut I hope that, upon a retrospect of the famine campaign of
1876-77, it will be found that former experience was not thrown away; that
there has been a better application of national resources; and that better fruits
may be expectcd from the famine-expenditure than on former occasions.
Doubtless, we are far from having completely learnt the most economical, or
the most efficient, method of dealing with these calamities. However, it is
not my present object to discuss these matters. What I have to do is, now
that we are in a condition to face the question, to redeem the pledge I before
gave, and to propose the measures which seem to the Government necessary in
order to place the finances in a proper condition.

“To enable the Council and the country fully to understand the true
position of affairs, it is necessary for me to state, with such precision as is
possible, the actual cost of recent famines, in order that an estimate may
be made of the amount of financial relief which must bo obtained before the
Treasury can permauently undertake this burden The task is mnot so ‘easy

as might at first sight appear.

“ I am not able to compute with certainty the cost of the famine of 1866
in Orissa; but it has been estimated at £1,700,000. From various causes, how-
ever, the measures of relief then taken fell so far short of what would now be
decmed necessary, that we could not base upon them any calculations for
the future. Even as regards the Bengal famine of 1874, and the famine
in Southern India in 1876 and 1877, it will be obvious, on reflection, that
it must be long before the accounts of the receipts and disbursements
can be completed, and that, to the last, many of tho component items
must be estimates rather than facts. The main cxpenditure is, or ought to be, for
the wages of labour upon public works : it must be always a matter of estimate
how much of this expenditure is infructuous and a dead-weight famine-charge,
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and how much may lo fairly reproductive.  The extra expendituro in conse-
quence of the famine upon the several services, Military and Civil, may he
more preeiscly ascertained.  On the other side, the Revenue lost undor many
1Lcads o? Account, and the net Reveuue gained upon the Railways, although
real and important clements in theaceounts of a faming, can never ho exactly
known: the Railway gains operate more or less as a sot-olt against the charges,
but all the amounts will to tho last ho open to much doubt. Then we have
loans or advances made to other Governments, public bodies, or individuals,
which may or may not he repaid; and such large items as the provision of
additional rolling-stock for Railways and tho like, which may long bo a cause of
additional charge. .

“Without troubling the Council with further details, I have said enough
to show that the actual cost of a famine must, to the cnd, bo the subject of
estimate rather than account.

“Tho Bengal famine of 1S74 is, in this way, estimated to havo cost
£6,750,000, and the famine in Southern India, which in March last was expected
to cost £5,250,000, is now cstimated to cost £9,250,000, making a charge of
£16,000,000 for famine relief in the five yeurs from 1873 o 1878.

““The serious character of such afact can hardly bo exaggerated ; its gravity
hecomes more apparent when it is understood that, by the end of the cwrrent
year, the public dehbt of India will ho larger by at least £16,000,000, and the
annual charge for interest by £610,000, than they would have beon if there
had been no famine in these five years. I make no attempt to estimate the

vast waste of private capital due to the samo causcs.

“ILappily, there arc grounds for believing that this has been o period of
cxceptional disaster. Iamines are, indeed, so far from being uncommon occur-
rences in India, that scarcely a year passes without distress in some part
of tho country; but their frequency, soverity and extent during tho last few
years have exceeded what past experienco would lcad us to expect hercafter.
Morcover, wo trust that we are constantly learning more of tho best and most
cconomical way of dealing with these calamitics; that cvery famino wisely
administered will leave hehind it works which will tend to make similar future
difficultics less serious and less costly; that tho material improvements we other-

wiso continue to make will enable the country to bear the cifects of drought

more and more casily, and we may hope that the cost of famine relief will

henco be less in tho future than it has been in the past.
B
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« Making all allowances for these considerations, I cannot now venture to ost;-
mate tho yearly avorago cost of famines in lossof Rovenue and actnal expendi.
ture at loss than £1,600,000. This amount has necossarily been arrived at in a
'somewhat arbitrary mannor, and it will be scen to correspond approximately
with the smn that would bo requisite to distribute the charges of the last five
years over o period of ten years. It will remain for the Government in the
future to reconsider, from time to time, tho practical result of the assumption
which we -are now constrained to make on what are nccessarily imperfect
grounds, and to take all requisite steps in the way of corrccting any crror into
which further experience may indicate that woe have fallen, either in the one
dircction or the other.

¢ What, then, wo have now to do is to improve our financial condition as it
was at the beginning of the present year, by £1,600,000 a year on account of
famine alono. This, however, is not all.

¢« Successive Secrctarvies of State have wrged the Government of India
to provide a margin on our annual estimates of from half-a-million to a
million sterling, some such modcrate surplus on the ordinary account heing
obviously nocessary to cnable us to mcet thoso contingencies to which every
great Government is always liable, and which cannot be foreseen, and to provide
the means of carrying out administrative and other improvements. The latest
injunction upon this subject was given in a Despatch of October 1877,
reviewing the financial arrangements of the present year, which contained also-
the renewed recognition by Her Majesty’s Government of the duty of making
definite provision for the cost of famine. Inasmuch, thercfore, as at the time
when the present famine began, owr income did little more than suffice to
meet the charges, even if that was securcd, I consider that our Revenues
were on the whole about £2,000,000 a year short pof what was nccessary.
‘We required £1,600,000 for famine, and, at the very least, £500,000 of ordi-
nary surplus. '

“In considering how to discharge its weighty responsibility for sccuring
financial cquilibrium in such circumstances, the Government of India first
turned its attention to the possibility of effecting reductions in the Public
Expenditui'e. '

« Bxcluding famine relicf and Public Works treated as Extraordinary, the
yearly gross cost of tho administration of British India is now between £48,000,000
and £49,000,000, and the nct cost, after subtracting from those sums the amounts
that may be more properly treated as deductions from charge than receipts of
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Income, is between £387,000,000 and £38,000,000. Theso are large sums in
themsclves; but if we consider the vastness of the Empire, which inclades n
t g -. . : A N -\ . ) . .
uut.m.'y littlo l.cs? thm} the wlnol.o of Burope excluding Russia, the cgstliness of
n forcign administration, especinlly of a forcign military equipmont, in an
uncongenial climate, and, what is more pleasant to contemplate, the growing
intelligence, the growing civilisation, and therclore the growing wants of
the people, I do mot think that the cost of the adwinistration can be deced
extravagant.

“In the Minute attached to my Tinancial Statement, I calculated the true
nct expenditure upon the Army in each of the years 1876-77 and 1877-78 to
be upwards of £17,000,000, or nearly 45 per cent. of the whole net oxpendituro
of tho Empire, excluding famine and Reproductive Works., Of tho rcmaining
£21,000,000, about £06,750,000 is for net interest on the public debt and on
the capital of the Guaranteed Railways after sctting off their net traffic
carnings; and £8,760,000 is the net graat for ordinary Public Works. Thero
remaius net £10,600,000 for the general civil administration and government
of our vast population, which amounts to 185 millions, cxcluding the pcople of
our feudatory States. No great saving can bo expected in this part of the

Public Expenditure.

« Nevertheless, as is well known to the Council, efforts to reduce the Civil
charges have nover heen wanting.  On the contrary, they have been made per-
sistently again and again, and will certainly not now be abandoned. I had the
satisfaction of showing, in March last, that excluding famine relief and
Loss by Exchange—an element practically heyond our control—a reduction of
the net Civil Expenditure had been effected in the seven years from 1869 to
1870, amounting to no less than £1,600,000 a year. This fact justifies  me in
asking the Council and the public to trust in tho determination of the Govern-
ment of India to spare no pains to keep down the demands upon the Iublic

Treasury for the Civil Scrvices.

«In giving cffect to this policy in the past, the Government of
Indin has found a powerful instrument in the system of Irovincial
Tinanco introduced by the Earl of Mayo in 1870, under which the Government
of India renounced interference in the detailed administration of many
services, granting tho Local Govornments a permancent but fixed income
to cover their cost. Tho saving to tho Imperial Treasury cffected upon the
first introduction of this scheme was £330,000 a year. Its further devel-
opment this ycar has alrcady produced an additional saving of £1G69,000,

B
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Thus, n positive saving 1o the taxpayer of ncarly £500,000 has already
resulted from this policy, and this will certainly bo increased hereafter. More.
over, the demands from the Local Governments on account of these services,
as I showed in March, had, till the change:- of system was adopted, been
constantly growing; the cost of the scrvices transferred in 1870 had risen from
£5,100,000 in 1863-G4 to upwards of £6,000,000 in 1809-70. All further
increase of such demands has been stopped, if not for ever, at least to a great
extont and for a long time to come.

“The public may very woll ‘be financially content with the arrangements
thus made. Under them the greater part of the Civil Services propor, cost-
ing, as I have estimated, with ordinary Public Works, £14,250,000, cither
have already been, or will shortly be, entrusted, with fixed grants, to the Pro-
vincial Governments. In this branch of the public outlay,it is, I am satis-
fied, visionary to think of obtaining any important reduction. It is true that
irresponsible persons find it easy to declaim as to the possibility of enforcing
large economics. But I fearlessly challenge any ono having a sufficient know-
ledgo of the real requirements of the administration to indicate any branch of
the Civil Services of which it would not be far easicr to give substantial proofs
that more moncey is required for it than the converse. No one, I think, can
doubt that I personally should feel my task rendered infinitely lighter and more
agrecable if I could see relief in this direction, or that I should have hesitated
to seek it there, if it had been really practicable.

“As to that part of the Expenditure which arises from the payment of
interest on ordinary debt, and on capital laid out on productive Public Works,
as well as that which is required for the current demands for Public Works,
o littlo consideration will show that, at all events, no reduction of charge can
be looked for. The hcavy burden of the recent famine has added not far
from £400,000 to the charges on account of our ordinary debt. Further, so long
as a policy provails which requires of us tho prosccution of works of internal im-
provement on a scale commensurate with the growing wants of the agri-
culturs and commerco of the country,—a policy which we strongly
hold,—we cannot, for the presont at least, safely look for any-diminution
of chargo for intercst on this account. The charge for the Guaranteed Railways,
at onc timo so oncrous, has, of lato years, it is true diminished rapidly, so that
wo have a good hope that in the cwrrent year it may disappear altogether.
This last result, if it occurs, will no doubt be to some extent rather apparent
than real, being attributable largely to the famine traffic, which is calculated
to have added altogether about £600,000 to the Government share of the Net
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Traflic Barnings of the Railways, £300,000 of which falls into the current
vear. It wonld be too much, however, to expect that we shall bo, as yet,
linally omancipated from all burdens on account of these great undertakings ;
hut we may confidently hope that the charge will continuo to diminish and will
eventually disappear altogether: the fact is full of hopo for India. At the
samo time, it must be remaembered that we ave constantly undertaking fresh
and heavy burdens of this character, so that it is only prudent to reserve any
margin which wo may obtain from the incomo of our cxisting Public Works
as secnrity for the outturn of future works, which, however carefully devised,
may somelimes disappoint oxpoctations. Neither can any diminution be hoped
for in the Ordinary Publit Works Charges, which include the necessarily
increasing buvdens due to mecting the constantly increasing wants of our
administration and demands [or works of internal communication and irriga-
tion, any falling off in the cflicacy of which would instantly re-act on the public
security and prosperity. The transfer of the hulk of this class of objects to
provincial management provides the best, indeed the only possible, safeguard
against the undue increase of chargo on their account, while it gives due pro-
tection to the interests they are designed to subserve.

“Turning to the military expenditure, I examined in some detail in my
Minute laid beforo the Council on the 16th March, tho accounts of the Army.
I showed that it now costs upwards of £17,000,000 a year; that its cost has
inereased hy upwards of £1,000,000 since 1875-76; and that a large share of
{his increase is in the expendituro recorded in the Home Accounts.

« T nced not recapitulate the details thus reviewed, but I will repoat the
conclusion which I then stated us follows :—

« ¢ Tho Government of India must certainly endeavour to find the means of meeting the
increased DMilitary charges, somo of which ure apparently inovitable, by cconomics in other
departments of the Military Service ; this endeavour must bo largely dependent for success upon
the support of Her Majesty’s Government. I do not assert that tlie 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 lisble to have great charges thrown upon them
without the Goverument of India being consulted, and almost without any power of
remonstrance, is a fact the gravity of which can hardly be exaggerated.’

“Wao bave not neglected this matter during the year; it has been the
subjeet of claborato enquiry, the results of which have still to be considered.
Whether we shall be able to carry out reductions which some high authorities
have advocated, depends upon considerations, the effcct of which on the ulti-

mate conclusions of the Govermment I cannot now forcsee. Judging from
c
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the past, we may esteem oursclves fortunate if further additions to the Home

Military charges aro not thrown upon us; but what is possible on our part to
prevent such a result shall cortainly bedone. 'We know that we may rely upon

the support of the Secretary of State in seouring this object, and we may hope
that some reconsideration of the burden thrown upon us on account of -this
branch of charge may be found possible, which shall lead to an arrangement
move consistent with our own views of what is cquitablo to India. Meanwhile,
for its immediate need, tho Government of India can plainly not count upon
sny material saving in our military charges.

“ Present reduction of expenditure thusappearing impracticable, we next
examined carefully the prospects of our present sources of Rovenue, but found
no grounds for reckoning upon any certain material increase in their yicld. The
Revenue from Customs Duties, both on inland and sea-borne trade, so far fromn
increasing, must rather be expected to diminish. How soon, and to what
extent, we shall be able to carry out the inportant, and in my own opinion
most nécessary, reform in regard to the Cotton Dutics which has now been
enjoined upon us by Hor Majesty’s Government, supported by a unanimous
vote of the House of Commons, and other reforms less disputed and not less
urgent, I am now unable to foresee; but at least it is unlikely that the Govern-
ment of India will be able to increase its Customs Revenues. The imposition
of an Excise Duty on Indian cotton manufactures, has not appeared to us to call
for serious attention. Tor though I might recognize the force of arguments
in favour of such taxation if the Import duties on foreign cotton goods were
to be maintained as a permanent part of our fiscal system, yet in the face of the
repeated and plainly oxpressed views of Her Majesty’s Government and Par-
liament, the matter presents itself in a totally different aspect. :

“The measures which I shall presently propose for the equalisation and
better collection of the Salt Tax will, if sanctioned by the Council, doubtless
yield us, for the time, an increase of Rovenue'; but, as I shall explain further
on, this incrense cannot be looked on as permanent, and I must decline to
reckon it among the permanent assets to be set against the liabilitics for which
we have now to provide. The cventual object of our policy as regards Salt
is rather the reduction, than the enhancement, of the duty, and to enable

the people to procure a full supply of salt at the cheapest rate consistent with
our financial necessitics.

“The groater part of the increase which is to be anticipated during the
next few ycars from the normal growth of the Revenues under the Ileads of
Excise and Stamps, we have discounted in the arrangements for the administra-
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tion by the Provincinl Governments of theso branches of tho Rovenuc; and,
though some further improvement in the Revenue from Stamps is expectod to
follow upon the consolidation and revision of the Law now wunder tho consi-
dertion of this Council, the amount is uncertain, and not likely to bc.important.

“The increased Revenues which the Toeal Governments have undertaken
to provide with cffect from the beginning of this ycar amount alrcady to
£78,000 a year.

“ Tho rccent mecasurcs for extending thoe interests and responsibilities of
the Provincial Governments in respect to the financial administration, will
doubtless give considerable relief to the Imperial Exchequer. This great reform
is not yct complete, and its precise results cannot yet be stated, but it may be
expected in all to improve the balance sheet by a sum not far from £100,000,
and no portion of this swm is derived from fresh taxation. 'This is iirespective
of the £330,000 which was the fivst-fruit of Lord Mayo’s original measure;
and thus we shall have gained, without imposing any fresh burdens on the
country, a virtual addition of about three-quarters of a million to our annual
resources. Your Lordship and the Council will agree with me in thinking it
highly satisfactory that such important financial advantages should have becn
produced by a policy from which we anticipate a great increase of administra-
tivo efficiency.

« Boforo proceceding further, I wish to refer to suggestions which have been
made in England, that, upon occasions of urgent nced, assistance should be
given to British India from the public resources of the United Kingdom.

““When the humanity of our countrymen at home prompts them to offer
charitable assistance to their suffering fellow-subjects hore in the time of their
distress, wo welcome the generous impulse, because such liberality must tend
to unite the people of Indiato those of Great Britain by tho bonds of gratitude.
It will be interesting to the Council to know that, besides largo charitics distri-
buted through private channcls, tho Madras Famino Committee has already
received, in this way, no less a sum than £700,000, which is expected ultimately
to he increased to nearly £750,000. Of the sum already received, £G00,000
came from the United Kingdom, and £80,000 from British OColonies. The
Indian subscriptions have amounted to £23,000. As Englishmen, we are
proud of such splendid national gencrosity.

 But for my own part, I am not prepared to say that I should wclcome as
enthusiastically a grant from the British Exchequer in support of our burdened
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Revenues. I appreciato the kindly spirit which prompted the thought, but
s!l_gl'_l‘ ‘zig't 'b.o sorry if Her Majesty’s Government do not see their way to pro-
poso any sych agsignment. ' »

“I believe that India is well able to bear hor own burdens, and we should
not bo wise so far to sacrifico her financial independence as to accept assistance
even from England. National sclf-reliance is essontial for national sclf-respect,
and whatever differences of opinion there may be as to the best way of raceting
our difficulties, there will, I am confident, bo perfect unanimity that they must
be borno by ourselves, and not by our neighbours. I concur, then, with those
friends of India who, at home, have deprecated the grant of such assistance ; and
would rather urge that, in dealing with questions which arisc when the
separato pecuniary interests of tho two countries come into apparent conflict,
as, for instanco, in apportioning the cost of tho British Army between England
and India,—England should be strictly just, may I not even.say that she should
be generous, to this comparatively poor country. India may claim such generous
justice without sacrificing her national sclf-respect; and I venture to belioye
that shie will not claim it in vain.

“T will not detain the Council by detailing the several methods of taxation
which we have considered in our present need only to reject them. We have
thought of taxes on tobacco, of succession duties, of taxes on marringe expenses,
and of other taxes which I will not now enumerate. Some of these appear to
me to be in themsclves open to little objection, but none of them would give us
the increased Revenue which we require, and the Government has felt that a
time when we are proposing to place fresh burdens on the peoplo is not oppor-
tune for trying new experiments in taxation. .

«One Tax remains of which I must necessarily speak. I refer to the
Income Tax. :

“1snid last March that when the Income Tax disappeared, I regretted its loss,
but that the Government of India had cntertained no thought of restoring it.
In spite of all the rumours that we have heard, this is still true. I antfcipute
no great dissatisfaction at the announcement I now make of the decision of
the Government, that the re-imposition of the Income Tax shall not now be pro;
posed. It will not be necessary, I think, for me to cuter at any length on the
grounds for this decision: Although an Income Tax has been advocated in
many quarters, the Government has not had any idea of adopting such advice.
And for myself I will add, that though I was a supporter of that Tax while it
remained in force, and though I am far from saying that circumnstances may
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not hereafter avise which will justify or compel its restoration, yet I have nof
failed to vecognize the fact that at the present time such a course would nei-
ther bo politic nor just. I-1hink, however, that it should be remembered,
that if the measures which T am about to propose to the Comeil be not
approved, an Income Tax is the sole alternative that remains. I at least can
sco no other. Much more than the sum which we now require has been raised
before hy an Income Tax, and therc can e no question that this could be
done again.

“T havo already briefly stated to the Council the reasons which have led
the Government to the opinion that at the beginning of the present famine
we required an improvement of about £2,000,000 a year in our financial
position—£1,5600,000 on account of famine, and £500,000 as a margin to meet
ovdinary contingencies. A few more words of explanation may, perhaps, usefully
bo added. '

“The accounts of the actual Revenue and Expenditure of the Empire
during the seven ycars ending with 1875-76 show that, excluding the cost of
famine relief, we had just managed to pay our way. These results having
been based on the actual accounts of seven years, are fur more valuable than
any which we could draw from an examinalion of the figures for any parti-
cular year ; but the cstimates for the current year, which I laid before the
Couneil last March, illustrate the same fact, that before the commencement of
the present famine, our finances might be considered to be nearly in & condi-
tion of cquilibrium. The estimates showed that, putting aside expenditure on
famine, we expeeted to end the year with a surplus of about £000,000. But
of this sun, £520,000 was provided by the measures taken at the beginning of
the year for increasing our income, so that if there had been no such measures,
there would have been an apparent surplus of only about £400,000. The
famine, however, will probably lead to a permanent addition of nearly £400,000
a year to our annual charges on account of interest on debt, so that the apparent
sturplus of £400,000 vanishes. This result, however, has still to be further mo-
dified if we seek to arrive at the balance hetween the present normal or average
annual income and chargo from the estimates of this single year. Correcting
the figures by making allowances for reccipts which do not constitute sucl
normal income and payments not having a character of normal charge, we
should arrive at a deficit of about n quarter of a million for the current year,
instead of any surplus. These figures, based on the cstimates of a single year,
arenot worth very much; but I think they serve uscfully to illustrate the fact
which T desire to make plain to the Council, that, apart from the measurcs

D
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taken in March last,. our annual reccipts were hardly sufficiont to cover our
expenditure.

T will now explain what wo have dono already towards providing the
£1,600,000 for famino, and what we propose to do hereafter.

«'The measures of financial decentralisation taken duringthe present year will,
as I havo stated to the Council, give, when they are complete, a relief of some
£400,000 o, year without any addition to the burdens of thepcople. Thus, out of
{he £1,600,000, we have already provided £400,000 in the most satisfactory way
possible, and we have only to provide the remaining sumn of £1,100,000. It being,
in our judgment, impossible to obtain any substantial portion of thigamount by
other means, it had to be raised by fresh taxation. There has, however, already
been imposed in the current year, by the measures taken last March, additional
taxation to the cxtent of £300,000 in the Bengal Presidency. This was the only
port of India with which we then - could deal, because famine was raging in
Madras and Bombay. Thus, there now only remains for us to provide on
account of famine about £800,000 by new taxation. I will now tell the
Council how it is proposed to obtain this money, first speaking of the measures
contemplated for the Bengal Presidency.

“When I endeavoured to explain to the Council nine months ago the
measures taken by the Government at the beginning of the present financial
year, I pointed out that the essential principles underlying the whole of the
changes of system then made were these: we asserted the necessity of enforc-
ing, so far as this was practicable, the responsibility of every great Province of
the Empire for meeting its own local wants; we gave to the Local Governments
largely increased powers; we gave them, for the first time, a direct interest in
the development of the Revenues, and we gave them, at the same time, strong
incentives to economy. And among the responsibilities thus transferred to the
Local Governments, we included one, perhaps, the greatest and the most import-
ant of all, that of providing the mcans of protecting the people of their own
Provinces against famine, and of meeting, to the full extent of what was possi-
ble, the cost of relief when famine actually occurred. To this policy we firmly
adhere. It has received the cordial approval of Her Majesty’s Government in
its main outlines, and through its extension and development it is that we
propose to apply the measures we now contemplate.

“Tho measures and the changes of system which the adoption of such a
policy involved, were too large and too numerous to be carried out all at once,
and with famine over a great portion of Southern and Western India, very
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much had to be left undone which might otherwise have been undertaken.
A great step, lowever, was made. Iirigation works and railways aro the
principal material means by which famine can be prevented and relioved.
The Government of India declared that cach Provinee must, to tho utmost
of its power, pay for works of this kind, undertaken for its own protection,
and we have made fair progress in the actual enforcement of this rule.

“In Bengal and in tho North-Western Provinees, the wholo responsibility
for the cost incurred in the past and to be incwrred in the future, on the con-
struction of canals and railways of provincial utility, was imposed on the
Local Governments and aceepted by them with thorough and loyal approval.
In those Provinces, our measures, so far as they relateto the provision of means
for meeting the cost of public works, have been already carried out, and the
time is not distant when they will be everywhere in operation.

«To prevent or to mitigate the worst cifects of drought and so to remove
within certain limits tho risk of famine, by the construction of canals
and railways, is n comparatively easy task. It is mainly a question of money.
To relieve famines when they have actually come upon us (and in the present
condition of India their occurrence from time to timeis inevitable) is far more
difficult and far more costly. IHow diflicult and costly it is, we have unfortn-
nately had of late years ample expericnce.

“The necessity of localising, so far as may be practicable, the responsibility
of the people in every part of India for providing tho means of their own sup-
port in timo of scarcity has, as the Council is aware, been repeatedly urged by
the Sccretary of State and acknowledged by the Government of Indin.
To use the words of a despatch from Lord Salisbury relating to the Bengal
famine,—¢Whilc we fully admit the obligation which rests upon the Stato of
preserving the lives of the people, it cannot be doubted that the primary respon-
sibility for providing for their own support ought to rest upon the people
themselves. The duty of the Stato does not cxtend further than to see that the
necdful means are supplied for giving cffect to this principle, and for distribut-
ing the local burdens arising from its practical application in the manner which
shall be most cquitable, and least onerous to those who have to bear them.’

“This question of how local resources can lest he made to meet local
wants in time of famine, is obviously onc of extreme difficulty. When I
made my last Tinancial Statement, I said that the Government did not
pretend to have solved it, and that we had, at best, only taken a step in the
right dircction by throwing upon cach Province the responsibility for
mecting the charges mccessary for providing the public works requived
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for the protection agninst famine of its own people. I said that wo
" had thus given practical recognition to the principlo on which the Secre-
tary of Stato had insisted, and had obtained, to a certain cxtent, though
far from completely, that safeguard for the Imperial Revenues which is so
necessary, The Government has continued to give to this subject its anxious
attention. Tho problem is still far from being fully solved, but I will now
explain to the Council tho furthor measures which we propose to take, by
which, while re-affirming the principlo of local responsibility, we hope, by de-
grees, to place the country in the best possiblo position to avert the extreme
consequences of aggravated seasons of drought, while we obtain that safeguard
for the Imperial Revenues of which I have just\bcen speaking.

o« It‘ we wcre simply to lay down arule that every Province shall mect, here-
after, from its own separate resources the cost of each particular famine by
which it has been attacked, the rule would be one which it would be often im-
possible to enforce. What is necessary, thercfore, is to establish some systom
of mutual assurance, as I may term it, under which all parts of the country,
while primarily responsible for supplying the wants which arise within
their.own area, will contribute towards the rclief of other parts on which
famine may actually fall. In this spirit our present proposals are framed.
Resources will be created from which the central authority will draw whatever
sum is found to be requisite to discharge the obligations arising from what I
may term the dead-weight of famine oxpenditure. We can hardly now antici-
pate that when this has been done our exigencies will be found to have left
much margin; yet, so far as it may be obtained, the Provincial Governments
will derive from it increased means for carrying out the new duties thrown
upon them, of making financial provision for the works of improvement
best. suited to ward off the direct effects of scarcity, and dangers of ensuing
famine. )

« There is certainly no class in the whole community which might not
cquitably be made to contribute for such a purpose as this, and, if I were now
advocating tho imposition of a wide-spread Income Tax, from which no sort
of property or incomo should escape, it would not be difficult to find excellent
reasons for the proposal. The cxpedicney or inexpediency of an Income Tax
is, however, a question whidh, as I have already said, I do mot now think it
nccessary to discuss. It cannot, I think, be denied, cven by the warmest
supporters of such a tax, that there are, at the present time, special causcs
which would render its imposition undesirable, and the Government believes
that the money which we want may bo obtained with less objection in another
way.
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“When, in March Iast, the Government proposed to improve our financial
position, it showed, by the measures which it introduced and which have since
hecomo law, that there were in its opinion two great classes of the com-
munity on which the duty of contributing for tho prevention of famine
more especially fell. The mere fact that the agricullural classes constituto
hy far the greater portion of the population, and, when famine ocewrs, form
the great majority of those who require relicf, is alone sufficient to show {hat
theso classes onght to pay their quota of the sum required for their own pro-
toction. Mo say that tho people (to quote again the words of the Secere-
tavy of State) ought ‘themsclves to provide for {heir own support and well-
being,” and then to say that the agrieultural classes shall he exempted from
payment, would he equivalent to saying that the principle laid down was to
remain a dead letter. It would have really no meaning at all.

“ The next very numerous class, although of course a small class com-
pared to that of tho agriculturists, is the class of traders and artisans.
Althongh prosperous in ordinary times, this is a class on which, when faumine
occurs, pressure is the first to fall, and it ought to contribute for its own pro-
tection. Notonly docs it now contribute nothing for this purpose, but it is noto-
rious that, throughout nearly the whole of India, although there is no class
which benefits so greatly from our rule, there is none which bears so insignifi-
cant a share of the expenses of the State. Nor I think can we avoid the
conclusion that there is hardly any part of India which docs not in one
shape or other, or at some time, cither fecl directly the pressure of the
severe droughts to which the country asa whole is linble, or, by indirectly
deriving bencfits from the riso of prices consequent on local scareity, does not
render itsclf justly subject to contributing to the common insurance fund.,

“The justico of imposing new hurdens on the agricultural classes will possibly
be more questioned than that of imposing them on the traders. I do not deny
that there may be somo parts of India whero the land revenue is so high that it
would be unwise to make fresh demands upon the land; but I confidently assert
that this is not thoe caso in those Provinces with which we are now proposing
to deal. There is no greater, though no commoner, mistake than to supposo
that, because the land in India yiclds two-fifths of the entire Revenues of
tho State, the part of the community that derives its support from agricul-
ture contributes an unfairly large proportion of the public burdens. The
ordinary misconceptions on this point arise from forgetfuluess of the fact
that tho greater part of our land revenue is net taxation, but rent paid to the
State as proprictor of the land, rent whizii, in European countrics, would he

absorbed by landlords with exclusive private rights of property, but whicl,
E



660 FINANCIAL STATEAUENT.

in India, by immemorial custom, is cnjoyed by the Btato as tho sole proprietor,
or as o joint proprictor with others. Thoro aro great differcnces of opinjon
among high cconomic authoritics as to whether this stato of things is good
or bad; but such differcnces rather refer to its secondary results than to any
.question of tho ultimate rights of property involved, which, liko all other
such rights, are cssentially based on ecstablished custom. In my own
belicf, however, India is fortunatc in dorviving so large a portion of
her Public Revenues from such a source. It spares her tho nccessity
of hcavy taxation, and, provided of course that wo do not rack-rent the
land, and provided that wo give to private proprictors and tenants security of
tenure and an ample and assured margin of profit, India will, I think, ncver
regret the conditions under which her landed property is held.

“T am suro that there is no one in this Council who doubts the great and
increasing prosperity of tho agricultural classes in nearly all parts of Northern
India, which I may speak of as the Bengal Presidency. I need not speak of
the permanently-scttled districts of Bengal proper, wherd the land revenue is
so small that it-has often becomo, I may say, without exaggeration, a hardly
appreciable burden. In the temporarily-settled Provinces of Upper India, the
revenue asscssments were, cven when they were originally made, almost every-
where moderate; and they have been made with an carnest and scrupulous.
desire to strengthon and preserve the rights of private property, to create a
valuable property in the soil where none before existed, and to give to the

agricultural classcs, generally, sccurity in their tenures and moderation in their
rents.

“‘The demand of the State, which was ori ginally light, has become farli ghtcr’
since the settlements were made; pressure goes on diminishing as the country
increases in prosperity. No class has benefited so immensely as the agricultural
class from the great expenditure on the roads, railways, and canals, which have
brought about a complete revolution in the condition of the country. As the
Government of India wroto not long ago, communications of all kinds have been
multiplied ; markets have been created, enlarged, and rendered permanent ; irri-
gation has ensured the produce and well-being of the people of wide tracts
which in old times were periodically desolated by drought; prices at the same
time have been continually rising, and, under our permanent or long settle-
ments, the greater portion of the enhanced value of agricultural produce accrues
to those who have an interest in the soil. There is certainly no reason, in the
condition of tho agricultural clusscs, why they should not bear their share of-
any nccessary fresh taxation for tho purpose of protecting themselves and the
country against famine.
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“It is quito certain, I may add—and {his is practically one of the most
imporiant facts of all—that wo could not raise the sum of moncy required
unless we make the agricultural classes contribute, We might of course
levy our taxafion upon them in a different form. Wo might, for instance, make
a general incx'ca§c to tho Salt Tux. Buib this is a measure which I do not
propose to discuss, and the Government considers it altogether out of the ques-
tion. Or we might, as I hefore said, imposc an Income Tax fo which agricul-
tunl, like all other incomes, would o liable. Anyhow, thore can, in my opinion,
be no doubt that, in soine shape or other, the land ought to pay a portion of the
ncw burdens.

“I am quite aware of the ohjections which hate heen, and will no donht con-
tinue to he, urged against the imposition of fresh taxation on the class interested
intheland. In respect to the permanently-settled districts of Bengal, as well as
to the temporarily-settled districts of Northern India, we have, for many years

“past, been familiar with the claims which have been m:ulg to the clfect that the

scttlement of the land revenuo has deharred the Stato from imposing any addi-
tional burdens on the land. It was on this ground that tho znmindérs of Bengal
objected to the application of the Income Tax to their profits ; it was on similar
grounds that they objected to the local road cess which wasimposed a few years
ago, and to the new cess which has lately been introduced in furtherance of
the policy of localising the responsibility for meeting the cost of works required
for the protection of the country against famine.

“Thero is certainly no question which has heen more completely argued out
than this, and I am sure that the Council will not wish me to enter again into
any long discussion rcgarding it. Théso questions have not only been com-
pletely and repeatedly settled by the Government of India, but they have been
finally closed by the distinct and positivo decision of 1Ier Majesty's Govern-
ment. That decision has been declared to the effect that tho State has an
undoubted right to imposg on persons in posscssion of incomes derived from
land, taxation scparate and distinct from the ordinary land revenue, in order
to meet the natural growth of the public requirements, local or otherwise.
‘The levying of suchrates,’ tho Sccrotary of Btate wrote, ‘upon the hLolders
of land irrespective of the amount of their land assessment, involves no breach
of faith upon the part of the Government, whether as regards holders of per-
manent or temporary tenures’ I may add that, in the present case, the
essential conditions which were laid down by ITer Majesty’s Government when
the Duko of Argyll was Sccretary of State, regarding the circumstances in
which such rates as these may properly be levied, are completely fulfilled, and
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it would be difficult to suggest any purpose for which they could be more
oquxtably jmposed.

\6. ¢Ono of the main conditionslaid down by Iler M: ajesty’s Government was
this, that When rates of this kind ave levied at all, thoy ought, as far as possible,
to Do levied not only on tho agricultural but on other classes also. )

«If time allowed I should like to rcad to the Council some remarkson this
subject which were mado by my distinguished predecessor, 8ir William Muir,
when he was Licutenant-Governor of the North-Western Proviuces, in the
debate in 1871, when the existing Local Rates Act became law. e was then
justifying the imposition of local rates on the proprictors of land in the
Benares districts, which are permanently scttled, and he showed that this
course was just, whether the revenuo settlement was permancent or for a term
of years, becauso other property than land was already taxed for similar purposes.
He said that there weroe in the North-Western Provinces municipalitics in all the
large towns, and that they raised between them an income of "some 17 lakhs of
rupees o year. These municipalitics defray the cost of their police, their roads,
their drainage, and their sanitation, and they contributo for education, dispen-
saries, vaccination, poor-houses, &c. These obligations are precisely similar
to those for which, under the existing law, rates are lovicd on the land, and Sir
William Muir justly maintained that the condition laid down by the Secretary
of State was thus substantially fulfilled, that such taxation as this, when levied
at all, should be imposed ‘upon all holders of property equally, without dis-
tinction and without exemption ;' and ¢ for the future,’ 8ir William Muir said,
‘no further taxation on the land would be justified unless some corresponding
additional burden were placed on other property likewise.’

“While Bir William Muir urged very strongly and wisely the necessity of
maintaining the inviolability of our Revenuo settlements, and declared that it
would be a breach of the engagements of the State to step in and say to the land-
holders, ¢ Because,” to use his words, ©your pr ofits are greater than they need
be, you shall pay an extra cess,’ hio no less distinctly affirmed the liability of
the land to futureadditional taxation, provided that such taxation were 1mposcd
in just proportion to additional burdens upon other property.

“This is the principle we are now affirming by the Bills which I shall
lay before the Council. We hold with Sir William Muir (and exactly the
samo may be said-in regard to the other provinces of Northern India) that the
previously cxisting rates on the land in the North-Western Provinces are compen-
sated and made equitablo by a corresponding rate levied upon other classes of



FINANCIAL ST.1TEMENT. 563

property. . And when, therefore, wo now impose additional taxation upon the
couniry, acting on this just principle, woe propose to place upon the land an
obligation equivalent, so far as mny be, to that which other kinds of property
will have to bear.  The same rule will be applicd to Bengal by the measures
which my honourable friend the Licutenant-Governor proposes to take. They
will impose upon the non-agricultural classes, so far as this is practicable, ratos
which will correspond with the rates already levied from the land. |

“The form of our proposed new taxation on the land in Northern India
will be similar in principlo to that lately adopted in Bengal. We shall simply
make an addition to the local rates alrcady levied.

~

“In the case of the taxation which we propose to levy on the commercial
and industrial classes, the assumption, as I shall presently explain, is that, under
no circumstances, can the burden imposed fall at a heavier rate than 2 per cent.
on a man’s profits. In the Bills which I am about to lay before the
Council, we apply a corresponding rate to the agricultural classes; but, follow-
ing the precedent of the old Income T'ax, we do this in & manner which will
really be, as a general rule, favourable to them. The settlements of the land
revenue throughout Northern India are based on tho assumption that the
Btate is entitled to one-half of the rental of the land; but the proportion which
the Government actually takes has notoriously, in the majority of cases, become
smaller than this. The existing local rates in Northern India do not vary very
greatly in tho different Provinces. In the North-Western Provinces, which
may be taken as representing the gencral case, the total amount. of the rates
levied for local purposes was b per cent. on the gross annual rental of the land,
and to this amount we now propose to make an addition of 1 per cent. Thus,
under the assumption which I have just stated, that one-half of therental goes
to tho State, the maximum rate at which the new tax will fall upon net annual
profits will be 2 per cent. The burden on the two great scctions of the com-
munity will then be approximately equalized, and we shall maintain the
principle on which so much stress has justly been laid by the Secretary of

State. ‘
«“In considering the cquity of levying fresh taxation from the agricul.
tural and commercial classcs for the special purpose of meeting expenditure
on account of famine, there are other points which ought not to be left out
of sight. The latc famine in Madras and Bombay has given us an
admirable illustration of the fact that, with our present exccllent system of
communications, which goes on improving almost from day to day, sexious and

wide-spread famine in one portion of the Empire brings wealth and pros.
¥
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perity to a very large scction of the agricultural and commercial communi.
ties in other Provinces. :

«India is so vast, and the pliysical characteristics of its Provinces are so diverse,
that _fuminb has never visited, and, wo may rcasonably hope, never will ,visit,
thé whole country at once. If famine provails in Bengal and Bihdr, there are
bountiful harvests in Burma, Madras, and the Panjdb. Tf crops fail in Madras
and the Dekkhan, the surplus food of Bengal, and Central India, and the North-
‘West isat once poured into the afllicted country. Even in a famine-stricken
Province theirrigated lands furnish surplus food which the ownerssell at a great
profit.

%

It has, I trust, now heen accepted asone of the most certain and fundamental
maxims of our policy in dealing with famine, that, except under circumstances
the occurrence of which on a large scale is to the last degree improbable, the
Government must abstain absolutely from all interference with trade, and that this
is the only way in which we can feel confident that everything which it is possible
to do to bring food to the starving population will be done. The Government of
India has acted consistently upon this principle throughout the late famine! The
result has been that, as the demand arose for an additional supply of food
from without, the agriculturists and the traders of the most distant parts of
the Empire, prompted by the hope of gain, hastened to.pour their surplus
stocks into the distressed Provinces of the south. Never in the history of
India has such a spectacle been presented as that which we have seen during
the last few months; railway stations in districts 2,000 miles away encum-
bered with grain awaiting: the means of transport, and our ports filled
with ships destined to bear to the starving millions the plenty of happier
regions. My fricnd the Licutenant-Governor will, I think, bear me out
when I say that never has the Ganges' or the port of Calcutta been the
scene of such an active trade as it was during August and September last,
when the grain traffic to Madras was. at its height.

“ There could hardly bo a better illustration of the immense activity in the
trade in grain during the late famine than that which is afforded by a com-
parison of the rcceipts on our Indian Railways during what I may call the
famine year and the year which preceded it.

“The reccipts on the whole of our Guaranteed and State Railways from 1st
October 1875 to 30th September 1876 amounted to £8,700,000. In the corre-
sponding period for 1876-77, they amounted to £12,000,000, and the increase has
been spread over every oue of the Lines without exception. Idonot propose to
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dilate on the immenso advantages which these Railways have conferred upon
India during the late great calamity. This would bo forcign to my present
purpose. But having mentioned these Railways, T will axk you not to forgot
that at least four-fifths of the food imported into the famine country travelled
over them, and I beliove that the average journoy made by each bag
of grain was haxdly less than 500 miles.  When it is remembered that
barely one quarter of thisfood could have reached the Famino Districts
at all without the Railways, some idea may bo formed of the millions of lives
they have saved, and of the priceless hoon they have conferved vpon the
country. A great Engineer, for whose scrvices to India no one can have 2
higher esteern than I have, asserted, a short time ago, that tho Railways were
causing to Indin a loss of 3 millions a year. The facts that I have just given
are a sufficicnt comment on such a statement, but it leads me to repeat, what
I before mentioned, that we now have good grounds for hoping that the nett
earnings of our Railways during the ycar 1877 (including tho reccipts from
the famine traflic) will suffice to pay the whole of the interest on the eapital
which has been expended on all the Guaranteed Railways, and that no burden
on their account will be imposed on our Treasury.

“ During the past ycar, morc than & million-and-a-half tons of food have
been carried into the famine districts from other parts of Indin. The profits
on this great trade, after payini all expenses of carriage, have been estimated
on what appear to be fair grounds at not less than 10 rupees a ton, and I believe
that I am understating the fact if I estimate that the producing and trading
clsses have made a clear profit of 6 millions sterling on this business of sup-
plying grain to the famine districts. ’

« Before leaving this part of -my subjeet, I must add that, when the dark
shadow of famine hung over the North-Western Provinces and the Panjib
in September last—a shadow which has been happily dispelled—thero were
many signs that all classes had Jearnt an important lesson from the history o_f
1877, aud that they trustod the Government to act up to its avowed prineiples
and leave the trade in grain unfettered. Not only traders, but people of all
classes, rushed into the grain market and hought up food for future need or
for future sale. In this way prices went up very suddenly, it istruc; but high
prices are, ab such times, the salvation of a country. Consumption not
essential is sternly checked, and the reduction of stocks is lesicued, until the
rise of prices, with the accompanying prospect of profits to producers and
traders loads to importations f'rom without. Such were the cffcets at the time
to which I refer, and they supplied by a perfectly natural process the first
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prccautxons which were called for. I know how diflicult and tedious a work
it is to eradicato from the minds of men and of Governments, which, after all, con-
sist of mon, false economical beliefs, and I will venture on no prophccies in
regard to the futurc. But I can, for my part, conccive no stronger evidence than
that which the late famine has given us of the ruinous impolicy, at such times,
of interference by Government with the operations of private trade. Happily

- for India, all proposals to depart from this principle were rejected, and the event
has shown that the supply of food has never failed.

It is truo that, in one instance, the Government somewhat departed from its
resolution to leave trade absolutely free. It gave the traffic in grain consigned
to the famine districts prefercnce over all other traffic on the Railways, and
complaint has been made that injury was thus caused to the export trade of
the port of Bombay. I do not think it necessary to defend this deoxsxon
and I think that all disinterested persons will say that, so long as there appea.red
imminent risk of multitudes of peoplo starving if food were not sent to them,
the Government was right in saying that consignments of grain should take
precedence of conswnménts of other commodities. But I cannot doubt that the
temporary falling off during the late famine in the export trade of Bombay was

{mainly, if not entirely, due to general, rather than to any special causes. It was
inevitable that an almost complete failure of crops throughout a great portion
of the Dekkhan and Mahrdtha country which usually sends its surplus produce to
Bombay should have its effect in reducing the exports from that port. The
trade reports received from Bombay entirely corroborate this view, and indicate
that the same causes had a very general operation ; so that, speaking for myself,
on the information at my command, which is possibly imperfect, I am
forced to the conclusion that if the Government had not interfered at all; the
ultimate results would not have been materially different from thosethat actually
happened. And I see in this a complete confirmation of the wisdom of the
principle of non-interference we have adopted, and an encouragement for the
future to leave it on all similar occasions to its fullest operation.

“Let me add that the export of wheat from India to Europe was, during
the famine year, larger than ever. During the year ending 80th September
1876, 198,000 tons of wheat were exported, while, in the year ending 80th
September 1877, the quantity amounted to 894,000 tons. In Southern India
the great mass of the people never eat wheat at all. This explains why, not-
withstanding the demand for food in the famine country, the export of wheat
from India to Europe could, during the year just passed, become, without
difficulty, twice as large as it ever was before. The export of rice to Europe,
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on the other hand, has decreased, for rice is one of the staple foods of the
population of Southern India.

«T will not apologise for this long digression. T have thought if nceessary
to refer prominently to the quoestion of non-interference with private trade
in time of famino, because it has an intimate connection with my ar gument in
favour of throwing upon the agriculfural and commereial classes the chief
respousibility for meecting the charges roquired for the protection of the
country against famine, and beeauso the wisdom of the policy of non-intor-
ference has, during the past year, been proved by facts which are absolutely
irrefutable. .

“J am told, on the highest authority, that nover perhaps within the memor y
of man has there been seen in Bengal anything like the general prosperity
which now prevails among almost all classes; and this prosperity has been
immensely stimulated by the influx of money, and the great demands on the
produce and industry of the I'rovince which have avisen from the famine in
Madras. Agriculture, trade, and the industrial arts have alike benefited. But
it is not to Le overlooked that {hero is one class which does not share in
this gencral prosperity, or which shares very little in it, the class which depends
on fixed incomes for its support, or whose incomes are little affected by com.-
petition. The small officials and others subsisting on wages the amount of
which they aro powerless to regulate, suffer in p:u‘ticulnr from the high
prices which prevail, and which serve to carich the producing and trading
classcs. There are, I think, other reasons which make it equitable that the
obligation of providing for the rclief of famine should fall as lighily as
possible on the class of which I have just heen speaking, and indeed on the
professional classcs generally. In ties of serious famine no large proportion
of these come upon tho relief which tho Government has to administer.
The poorer field labourers in the villages, and the poorer members of the
trading and industrial classes in the towns, are tho first section of the popu-
lation which suffers, and, even wlien famine is at its height, the mass of
the people receiving rclief are field labourers, potty ryots, and artisans. Very
few priests, and lawycrs, and schoolmasters, and people with fixed incomes,
actually demand Government relicf, although they may feel sorely the pressure
of famine priees. This class with morce or less fixed incomes, then, although
we cannot velieve it, will have no fresh burdens imposed upon it by the measures
which we now desire to take.

“The principle that it was on the agricultural and commercial and in-

dustrial classes that the main burden of providing for their own protection
a
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against famine must fall, was recognised and partially enforced by the legisla-
tive measures adopted at the beginning of the present financial yecar. 8o far
as the agricultural classes are conocmed it was carricd into effect in Boengal by
the imposition of a ccss upon land in order to enable the Government to meet
the charges incurred on account of the Canals and Railways required for the
protection of the Province against famine, and by making the demand in addi-
tion to the local rates it was shown clearly that the Government desired to
cnforce, and to bring homo to the minds of the peoplo, the special objects with
which the new demand was made.  The agricultural classes of Bengal are now
paying about £280,000 aycar for their protection against famine. The same
principle was afirmed, although I can hardly say that practical effect has been
given to it, in the North-Western Provinces, by the Act which was passed
in March last (No. 7 of 1877) for enabling the Local Government to appro-
priate, on account of provincial Railways and Canals, a portion of the exist-
ing local rates upon land. That Act recognised the principle that the land
throughout the whole Province ought to be made to contribute towards
the prevention of Famine. The liability of the commercial classes to
contribute for this purpose was, at the same time, declared in the North-Western
Provinces by the License Tax upon trades which was imposed by Act 8 of
1877. In Bengal no similar law was enacted; but my Honourable friend the
Lieutenant-Governor, when the land cess was under discussion in the Bengal
Legislative Council, stated very plainly ‘the probability that this measure
would soon be followed up by a tax on the trading classes.

if‘ ‘We now propose to supplement the measures of March last. In Bengal we
have tgot already our tax upon the land ; we now desiro to impose a corresponding
tax on the commercial classes. 1In the North-Western Provinces we have got
already o tax on the commercial classes ; we propose to develop it and supplement
it by a tax on theland. In the Panjib, in Oudh, and in the other parts of India
mentioned in the Bill which I am asking leave to introduce, there has been no
fresh taxation ; we now wish to impose similar new taxesin those Provinces, both
on the commenrcial classes and on theland. The amount and incidence of these
taxes must more or less vary according to the circumstances of different Prov-
inces ; but, if our measures receive the approval of the Council, the same princi.
ple will have been carried out in all parts of the Bengal Presidency.

«J ghall not have to occupy much time in describing the details of the
measures which wo propose, for they aro extremely simple. The License Tax in-
troduced into the North-Western Provinces by Act 8 of 1877 has, so far as our
short experience enables us to judge, worked very satisfactovily. It has given
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rise to no complaints of any importance, and, under the excellent administration
of the Government of the North-Western Provinees and its oflicers, it
promises, without the least pressure or harshness, to yield a good. deal more
reveuue than was anticipated. We think, however, that the tax may
be made more oquitable and at the same timo movo profitable, by a few
changes, aud those changes are moreover necessar y tomako the tax in tho North-
Western Provinces harmonise with the measures which we shall have to {ale
elsewhere.” Under the existing Act, o simplo rate of liconso fee is fixed for each
trade without any reference fo the extent of the tinsactions which may be
carricd on.  Thus every ono called a Banker pays 16 Rupees a year, whether he
deals with millions or carries on the husiness of a petty money-lender.  Wo now
propose to vevert fo the form of the Licensing Bill ariginally introduced for the
North-Western Provinees, and to adopt a graduated seale of assessment.  Thus,
for instance, traders in thoe first class of the Schedule will, as the Couneil will
see, be divided into grades, the highest grade paying Rs. 200 a ycar, and the
lowest grade one rupece. The sums lovied will, in all cases, be 80 moderato
that, even when mistakes are mado in the assessment, no great hardship can
occur. The Collector will usually have little difficulty, in practice, in
muking a classification of the traders in each class. There must of course
be a good deal of inequality in all taxes of this kind, and they are always open
to tho objection that they press relatively less heavily on tho richer than on the
poorer classes. This is ono of the penalties to which we have to submit as the
price of our desire to avoid all inquisitorial proceedings, and of the determination
to have no Income Tax. I nced not describo the detailsof the fees proposed
for cach class. The Council will find them in the Schedule of the Bill. The
highest amount which under any circumstances any individual or company can
ever be called upon to pay annually will be Rs. 200. The lowest fec of all is ono
Rupee. These will be the maximum and minimum rates in every Province; but
tho details of classification will nccessarily vary. The Schedule of the Bill has
been prepared, in communication with the Local Governments, but it is pos-
sible that altorations may be suggested before the Council is asked to pass

the Bill into law.

“There is a provision in the Bill similar to that contained in the cxisting
Licensing Act, to the effect that any person dissatisfiod with the amount of the
fee charged against him may claim to be placed in a lower gradoe, or be ex-
empted from payment altogether, if he is able to produce cvidence to satisfy
the Collector that the amount demanded will fall at a rate exceeding 2 per
cent. on his annual profits. This provision is a usoful safcguard, although T
do not suppose that it will he very often applicd. Notwithstoanding our deter-



570 FINANCIAL 8TA T._E'MENZZ

nun'mon to have no onquu ics which would make the tax resemble an Income
Max, it is obviously nccessary to have some test to which an appeal can be made
if a disputo arises rcgarding the grade in which a man ought to be included.
"Phis test, however wo may disguise the fact, must depend, in the last resort,
on the amount of his cstimated profits, and, provided that we confine the
application of the test to thoso cases only in which a person considering him-
self aggricved chooses to demand its application, and we leave to him the
choice of the cvidenco by which his claim is to be supported, we reduce to a
minimum the dificulties which wo cannot avoid altogether. It will be the
duty of the Local Governments, subject to the approval of the Govern-
ment of India, to lay down rules for the guidancoe of the Collectors in regard
to this matter. Subject to the same approval, it is proposed that the
Local Governments shall define, according to the circumstances of each Prov-
ince, the conditions under which persons shall be exempted altogether from the
tax, on account of their poverty and presumed inability to pay, without hard-
ship, even the lower rate of license.

“The Bills which I am about to ask leave to introduce are designed to carry
out the plans which I have described, throughout the North-Western Provinces,
* Oudh, the Panjib, and the Central Provinces. TFor the Central Provinces,
however, legislation is only necessary in regard to the land. The new burden
to be imposed on the commercial classes can bo levied under the existing law
by an addition which the Exccutive Government is empowered to make to the
Pandharf Tax. This being an impost which bhas existed from time immemorial,
it will be much better to make a moderate addition to it, and not introduce
similar taxation in another form unfamiliar to theé people. There are some
other parts of India, and especcially British Burma, in regard to which I-can--
not now make any announcement, because we have not been able to consult
the local authorities as fully as we desire.

“In regard to thomeasures proposed for introducing the License Tax into
Bengal, I will not speak in any detail, because those measures will be carried
out by the Local Government. The Government of India has been in com-
munication with the Lieutenant-Governor; and the two Governments are in
complete accord. As, however, the publio in this great Province will naturally
be anxious to know something moro on the subject, I will, with your Excel-
lency’s permission, ask His Honour to give to the Council a sketch of the plans
which it is his intention to propose. I will only say, mysclf, that the mcasures
taken in Bengal will be the same in principle as those described in the Bills
for Northern India which I am now asking lcave to introduce, and the maxi.
mum and minimum fees will also bo the same.
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“Thus far I have spoken only of iho Provinces of the Bengal Presi-
dency. DPassing now to Madras and Boinbay, I have to' remark that it
appears lo the Government that, so far as the commercial classes arc con-
cerned, there ave no reasons for applying to them a different rule to that
which will be applied to the rest of India. Wo propose, therefore, that
a License Tax, similar in principlo and in amount to that which I have
deseribed, shall also be lovied in those Presidencies. 1 am not now able
to say anything of the details of the plms to Lo adopted, because our
communications with the Local Govornments on tho subject arc incom-
plete. It will probably be the wish of those Governments that the nocessary
measures should be taken by the Local Legislatures, and not by this Council.

“Wo do not, however, proposc to levy in Madras and Bombay any new
dircct taxation on the agricultmal community, similar to that which has been
proposed, and to a great extent alrcady caurried out, in the Bengal Presidency.
I will state to the Council the rcasons for this determination.

“But before I do this, it will be convenicnt if I indicate the financial
results of the measurcs which I have been explaining. I am not able at the
present timo to give an estimate which would show in detail, with any accu-
racy, the amount which our new taxes will yield. I have, however,
endeavoured, by a careful examination of all accessible facts, and especially
of the statistics of the old License, and Certificate, and Incomo Taxes imposed
at various times, to form as correct a judgment on this point as possible. My
conclusion is that the new taxes may be oxpceted to yield for the whole
of India something short of £800,000 a year.

I have alrcady shown to the Council that at the beginning of the present
year new taxes to tho amount of about £325,000 were imposed. Thus the
total addition made to our Revenue by new taxation sinco the commencement

of the year will be about £1,100,000.

« T have also shown that the new arrangements under which the responsibi-
lities of the Local Governments have been extended will give, without imposing
any now hurdens on the country, financial rolief to the extent of nearly
£400,000 a year. We shall thus provide the whole sum of £1,500,000 by
which our position has to be improved, to enable us to make due provision for

the prevention and relief of famine.

« After, however, all this has been done, there will not remain that
margin of Income over Expenditure which, as I reminded the Council,

is nccessary to cnable us to mecet those contingencies which cannot he
H
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forescen, but which aro certain to occur. Independently of famine charges
on ‘the ono lumd and of the xmplovemcnt in our Revenucs htely made,
or now ploposed on the other hand, my conclusion was that owr income, at
the time which I have taken as our starting point, could not bo regardeqd as
supplying any surplus, and that there was reason to think that the balanco was
rather in the othor direction. I said, following the views expressed by the
Secretary of State, that the very smallest sum which wo ought to provide in
our cstimates on this account as a surplus was £500,000 a ycar. We have
still, therefore, at least this sum {o make good. I will now oxplain the
manner in which we think that this should bo done, and in so doing I shall
complete what has to bo said regarding Madras and Bombay.

“When I made my Financial Statement, I spoke at somo length on
the urgent necessity for cnrrying into cffect, with the least possible delay, a great
measure of fiscal and administrative reform ; peﬂmps the grcatest reform of
tho kind that remains to be accomplished in India. I mean the equali.
sation of the Salt Duties, and the abolition of the Inland Customs line, and with
it of the transit dutics on Sugar, the produce of ourown territovies. I will not
dilate on these barbarousimposts. “ Non ragioniam di lor, ma guarda e passa.”
In order to bring under taxation tho salt imported from Réajputina into
Northern India, and to shut out salt taxed at a lower rate, this vast system of
Inland Customs Lines “strotches its length, accursed of gods and men,” some
fwo thousand miles ncross the whole breadth of India. Committing, as
I afterwards found, an unconscious plagiarism from Mr. Grant Duff, I des-
cribed to the Council this huge barrier, which would reach from London to
Constantinople, as comparable to nothing that can be named in the world cxcept
the great wall of China; a great impenctrable hedge of thorny trecs,
and evil plants, and stone walls, and - ditches tlnou"h which no man or
benst can pass without being stoppod and searched. Eight thousand men guard
this unspeakable barrier. 1 have poured forth in times past such constant
indignation agninst this abominable system, that it is difficult for me to find
new terms of opprobrium. I now sce, I think, the time at hand when we shall
strive to banish from our recollection this anachronism and disgrace to British

rule, and, if I may come back to my Poet, say.of all these things  Fama di
loro il mondo essernon lassa.”

“To get rid of these Inland Customs Lines, two things are necessary.
‘We have to enter into arrangements with the Native States of Rdjputdna,
‘which will enablo us to lovy our dutics at tho places of production, and we
havo to rcmove the groat incqualitics in the rates at which salt is taxed in
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different parts of India. Our negotintions with the Native States of Réjputdna
arc not completed, but they are in active progress, and there is no doubt that
they will, before long, be brought to a satislnctory conclusion. There will
thon remain the equalisation of the duties, which now vary fl.‘Ol;l 1 rupee
13 annas o maund (82 1bs.) in Madras and Bombay, to 3 rupces a maund in
Northern India, and 3 rupees & annas a maund in Bengal.  As Istated to the
Council in March, the Government of Tndia has, for many years past, nover lost
sight of this question, and important and effectual measures were adopted
by Lowd Mayo and by Lowd Northhrook towards the removal of the great evils
which I have been deseribing.,  But for the steps which they took, the com-
pletion of our task would not now have been hrought so nearly within our reach.

“ Although the necessity for equalising the Salt duties has so long been
recognised by the Uovernment of India and by Iler Majesty’s Governwent,
action has been till now in great degree prevented by the anxious desire
that the object’ in view should be at least partially effected by a reduc-
tion of the Salt duties in the Bengal Presidency, and not only by an
increaso of those in Madras and Bombay. 'T'he state of our Finances has never
in the past permitted, still less does it now permit, the sacrifice of Revenue
which a simple measwre of reduction would have involved. I said in March
last that if it had been possible we should have been glad to see the rates
of dutics on this side of India reduced immediately to those in force in Madras
and Bombay, but that I feared it would be found financially impossible to bring
about the equalisation in this manner, and that we must in the first instance,
and at least temporavily, inercase the lower duties without reducing tho higher
to tho full extent ultimatcly desived.  Unfortunately, our financial difficulties
continue, and although I still look forward hopefully to the time when we
shall he able to relieve the people of the Bengal Presidency from the high Salt
Dutics which they havo now to pay, it is elenr that under present circumstances
we can do this only to a limited extent. 'The object at which we aim is, ns
I have said before, to give to the people throughout India the meaus of obtaining,
with tho least possible inconvenience, 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 cousumption.

« Tt is caleulated that a gencral rate of about two rupees cight annas a
maund throughout the wholo of India would he necessary to produce an amount
equal to tho Salt Revenue which we now obtain, and whatever may be our
anticipations for the [uture, we cannot now propose any measures which would
reduco tho total amount which the Salt Duties yield. TFor the present, there-
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fore, what we aim at is such a gcncral rato of two rupees eight annas a maund,
or one anna a seer. This is something less than threo farthings & pound, and
it is not more than one-half of the duty lovied on salt in Franco in 1876. "The
prospect of arriving at a lower rato than this is now too remoto to he taken )
into practical consideration. = The stop wo now propose, then, is an'increase of -
-the 8alt Duties in Madras and Bombay to the extent I have named.

2 A year ago the Government hoped to have soon carried out these measures
for abolishing the Inland Customs line and equalising the 8alt Duties; but the
Famine made this impossible.

1t is true that the incrense of annual taxation involved by raising the Salt
Duty in Southern India to two rupees cight annas a maund would only be
« about two pence a head, and for the pooror classes the annual additional charge
would be even less. It is-true, also, that payment of the tax is distributed over
the year by almost daily instalments, each of them infinitesimally small. It is
also true that in the years 1859, 1860, and 1861, tho Salt Duty was raised in
Bengal by twelve annas a maund, and in the Upper Provinces by one rupee a
maund, not only without occasioning discontent or reducing consumption, but that
these measures hardly even attracted attention. The Government felt, however,
that the objections to increasing the price of salt at a time of serious famine
were insuperable.

“We were therefore then obliged to postpone this great reform. But
the question has now been again, forced on the consideration: of the Govern-
ment, by the necessity of providing means for mecting the great expenditure
incurred in the past, and to be incurred in the future, for the prevention and relief
of famine. The Presidencies of Madras and Bombay must of course bear their

" share of the common burden. There are .no reasons 6f principle why taxes
similar to those which we are proposing to levy in the Bengal Presidency
should not also be imposed in Madras and Bombay; and, if we were now
to levy those taxes, both on the commercial and on the agricultural classes, in
those Presidencies, and, having done this, we were to equalise the Salt duties,
it could hardly be said that we wore doing anything unjust. It might be urged
that there is no reason why the people of Southern and Western India, who in
ordinary times are at least as prosperous as those of Bengal, should pay a lower
duty on their salt, and it might be said that the existing inequality is aggravated
by the fact that owing to the greater proximity of its sources of supply, salt in
Madras and Bombay would, if the duty were everywhere the same, be, as a
rule, considerably cheaper than in Bengal. We might be told that the necessity of
increasing the Salt Dutics in Madras and Bombay had been admitted and virtu-
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ally resolved wpon by the Government of India and by ILer Majosty’s
Government long hofore any of these Famino questions arose, and that wo ought
not now to take into consideration tho cqunlization of these dutics in
determining what amount of new taxes Madras and Bombay ought.to pay on
account. of famine expenditure. The Govornment of India has decided other-
wise. Whilo it adinits tho necessity of making the burdon of taxation as equal
as possible in the dilferent Provinces of the Empire, it does not think that it
would now he right to imposo fresh divect taxation on the agricultwl classes in
Madras and Bombay, and then mako an increased demand upon them for the
purpose of cqualizing the Salt Dutics thronghout India. Itis on theso classes
that an increase in the tax on salt will mainly fall, and, considering that
these also are the classes which have had to bear the severest pressure  of
famine, tho Government does not think that it would be expedient to levy upon
them, at any rato at the present time, additional taxes similar to those which
weare proposing to levy in the Bengal Presidency. Nor can wo neglect the
consideration of tho fact that, in some parts of the Bombay Presidency, the
land revenue is alrcady so high that it would bo a measwre of very doubtful
expedicncy to impose new dircet taxation affecting the classes interested in
the land. The Government has therefore decided that the increase of Revenue
which it will derive from raising the Salt Duties in Madras and Bombay shall
be held to obviate the necessity of imposing new direct taxation on the

land.

« Wo had feared that, while raising the 8alt Duties in those Presidencies to
two rupees eight annas per maund, and foregoing the fresh taxation which will
bo imposed in the Bengal Presidency, tho state of our finances wounld not permit
of any reduction being made in the Salt Duties of Bengal and Upper India.
‘We find that we cannot safely estimate for a greater sum than £500,000 from
the enhancement in Madras and Bombay. We are, however, most anxious to
give an carncst of tho sincerity of our determination to carry out tho great
policy which the Government of India aml" Her Majesty’s Government have
afirmed. That policy, as I have already said, aims at giving to the people
throughout India an unlimited supply of salt at the cheapest possible cost.
Wo desire to show that our main object in increasing the Madras and Bombay
Salt tax is not the immcediate profit to be derived from tho measure. Wo
have thercfore determined to devote £200,000 out of the £500,000 to the
reduction of the Salt Datics in Bengal and the Upper Provinees. 'Wo propose to
reduce tho Bengal rate by two annas, and that of the Upper Provinces by four
annas a maund, and thus, while enhaucing the cost of salt to some 47 millions

of our subjects, to do something towards cheapening it to some 130 millions,
1
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« With the small difference of four annas per maund diity in Bombay and the
‘Oentral Provinces, we are enabled, without risk, to abolish tho mileage rates now
levied on all salt imported by thoe Great Indian Peninsula Railway to the Cen-
tral Provintces and Berar. These mileage dutics, while necessitating the enter-
tainmont of customs establishments on the Railway to supervise the weighment
and loading of every pound of salt put into tho wagons, have the economic
fault of enhancing the duties on the salt in direct proportion to the distance
they are carricd from the place of production, so that where salt is naturally
‘dearest, it has to pay the highest duty. Thecffect of the abolition of this duty
must be to stimulato the salt trade from Bombay by removing all restrictions
and interference from it, while a sensible relief will be given to those of our
subjocts to whom salt is now dearer than anywhere in India.

“ Notwithstanding its anxious desire to carry into cffect this great measure
of reform with theleast possible delay, the Government of India felt that it still
remained a serious question whether it was right, at the present time, when the
distress which has fallen upon the people of Southern and Western India has
hardly passed away, to adopt a measure which would increase, even in the
smallest degree, the price of one of the first necessaries of life.

“We felt that we exposed ourselves to the risk of misconception and mis-
representation ; and that although it was true that the additional burden thrown
on the peasant of Madras could not exceed more than a few pence a year
for himsclf and his family, it would be thought that the time was not opportune
for making any increase at all to the price of salt. The Government, however,
considered that it would not be satisfactory, if it were compelled to confine the
announcement of the measures which it proposed to take, to those only which were
tobe applied in the Bengal Presidency. It was obviously impossible to give any
public notice beforehand of the intention of the Government to alter the rates
of the duty upon Salt. Serious loss of Revenue and serious disturbance of
trade would have been the incvitable result. When we alter dutics like these,
it is cssential that the necessary measures should be passed through the Council
at a singlo sitting. "We might of course have postponed giving any inform-
ation regarding the new. taxation in Madras and Bombay; but my State-
ment would then. have been incomplete, and doubt and cxcitement would
have continued to exist regarding the mecasures to be taken in those Presidencies.
Wo thought it right to leave to the decision of the Government of Madras
the question whether the necessary steps should bo taken contemporaneously with
those in other Provinces; and whether, the eventual increase of the Salt Duties
in that Presidency being inevitable, it could give its approval and support to
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their immediate adoption, or whether that Government saw valid reasons for dclay-
ing action for o few months, The decision of the (Jovernment of Madras was
communicated to the Government of India in these terms, that the oventual
inerease heing decided on, they were of opinion that the change shouldl be simul-
tancous, universal, and prompt, and that there was no suflicient reason for, nor
any benefit from, a few months’ delay.  The Government of Bombay has given
its cordinl approval of the measures which the Government of India has
proposed to apply to that Presidency, and has concurred in the opinion that
the increase in the Salt Dutics should take placo at once. The Government of
India fcels no doubt that the Local Governments are right; and, fortified by
the decided opinions which they have expressed,.it has resolved to ask the
Council to pass at onco into law the Bill for increasing the Salt Duties in
Madrns and Bombay which the Ion’ble Mr. lope is about on my behalf to
ask leave to introduce.

“The objections felt to dealing with these duties at the beginning of the
financial year would no doubt have been almost entircly sentimental, though
they would not on that account have been less real or scrious; and this is a
truth of which we now have direct cvidence of fact, in an ascertained
large increase of consumption, both in Madras and Bombay, during the past
eight months of very exceptional difficulty through which the population has
had to pass. In no equal period of any previous year has the consumption of
salt been so large in those Presidencics. :

« In regard to the reduction of the duties proposed in the Bengal Presi-
dency, the Government possesses, under the existing law, full power to do, by
cxegutive order, all that is requived. If, therefore, the Council should approve
the measures suggested for Madras and Bombay, no further legislative action

will be necessary.

« From these explanations it will be scen that a sum of £300,000 will
be provided from the increased Salt Duties, in aid of the addition to the
Revenue I had shown to be still requisite to make it up to thcamount that
should furnish the surplus of £500,000 decmed nccessary.

«But it will at the samo time be perceived that, as the avowed policy of
the Government is to cqualize the Salt Dutics by the reduction of these duties
in the Bengal Presidency, this last named addition of £300,000 will not con-
stitute a permanent item of Revenue. On the contrary, it is our intention, as
soon as Lhe improved position of the country will admit, to carry out the long
deferred cqualization of these duties, which will involve the sacrifice of the
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temporary increase of income which our present needs will not permit us to
forego.

“ It might thus appear that there still remains an uncovered deficiency for
which no permanent provision has been made. The Council, howevor, will
bear in mind that it has been established, I think beyond reasonable doubt, not
only to my own satisfaction, but also to that of my predeecssors in office, that
we may rely on a.steady increaso to tho general Revenues; and we have felt
that it would not bo right, when proposing fresh taxation, to neglect this aspect
of the case. We have conscquently determined to aceept this normal growth
of our income as a sufficient sccurity for making good the £200,000 which
would still bo required to complete the desired surplus of £500,000, and as
affording a probable means of accomplishing the complete cqualization of the
Salt Duties, and other desirable fiscal reforms, at no distant future. We are
strengthencd in this hope by the circumstance that our estimates of the pro-
duce of our new taxes have been prudently framed; but after all we Thave
only estimates on which to work, and wo must not disguise the fact that should
our anticipations of our position at the end of the present financial year be
disappointed, we may again have to come to tho Council to ask for further
aid in completing tho task we have in hand, a task than which no weightier
one ever rested on the Government of India.

I have now, my Lord, finished my special task, and I will add only-a few
‘words of a more general character. The objects of the Government, it will
have been gathered, are twofold, first, to obtain that addition to the public
income which experience shows to be required to meet the charges that arise,
directly or indirectly, in a series of years, by reason of scarcity and famine;
and second, to secure a proper margin of ordinary surplus to meet those unfore-
seen irregularities in the Revenue and Expenditure, which necessarily lead to
differences between the estimates of the year and the actual accounts.

« As to tho first of theso objects, I desire to say that the recognition by the
Government of this new obligation, implies no suggestion of diminished public
wealth or a decaying revenue. Rather, the very contrary is true, and it is the
stronger perception of the gencrally advancing condition of the community,
and of its requircraents and capacities, that has induced this movement. It is
the firm intention of the present Government to apply the funds now to be
provided for this special purpose, strictly to the exclusive objects which they -
were designed to sccure.  In such matters, no doubt, Governments cannot fetter
their successors, and nothing that we could now say or do would provent the
application of this fund to other purposes. Without thinking of a future far-
removed from us, cvents might of course happen which would render it im-
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practicable even for us, who have designed these measures, to maintain our pre-
sent resolutions. ’

“Bo far, however, as we can now speak for the future, {he Govgrnment of
India intends to keep this million and ahalf as an insuranco against Famine
alone. In saying this I should explnin that wo do not contemplate the constitu-
tion of any separato statutory fund, as sucha coursewould he atfended with many
uscless and inconvenient complications, without givingany real security. Unless,
then, it should bo proved hereafier by experience that the annual appropriation
of a smaller sum from our Revenues will give to the country the protection
which it requires, wo consider that tho estimates of every year ought to make
provision for rcligiously applying the sum I have mentioned to this sole purpose,
and I hope that no desive to carry out any administrative improvement, however
urgent, or any fiscal reform, however wise, will tempt the Government to neg-
lect this sacred trust.

“The second of our objects, the maintenance of a substantial surplus, not
liable to be found imaginary when our year's transactions are completed, we
regard as the means for securing that continued amclioration of our fiscal and
administrative systems, without which no true progress or real cconomy is

possible.

“I will only further detain the Council to say that, if one fact has been
more certainly established by experience than another, it is this, that, in
carrying out really effectual and satisfactory mcasurcs of relicf in time
of famine, sound principles and good administration are far more important
and far more efficicnt agents than the lavish expenditure of moncy. It would
bo easy to show that, during the late famiue, the districts in which we find
false principles, bad supervision leading to every sort of dishonesty and pecu-
Iation, and reckless waste of the public funds, are the vory places where the
extremity of suffering has been reached and lamentable loss of life has occurred.
On the other hand, in districts where tho failure of the crops was quito as com-
plete, and the difficulty of saving the pcople from starvation was as
great, it has heen shown that sound principles and good administration can-
mako wise cconomy compatible with the most cfficicnt system of relief.
Itis a truth which cannot be too distinctly recognised by the Government and
by the Public, that it is not only by the expenditure of moncy, or by merely
material means, by Railways, roads, and works of irvigation, that we can
protect the people against famine ; but that much progress in their social
condition and increase of wealth, as well as improvements in the every-day

administration of the country, arc also conditions which must be fulfilled
X
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before complete and permanent protection against famine can be obtained.
To fulfil these conditions a thoroughly sound financial -position is an cssential
preliminary, and it is this that wo scek to establish.”

His Tonowr TE LIEUTENANT-GOVERNOR said :—¢ My Lord, I have been
" invited by my hon’blo friend, 8ir John Strachey, to explain the measures which
it is proposed to adopt in Bengal with a view of carrying out tho policy of the
Government of India which ho has just declared, and I will endeavour to do so
as briefly as tho circumstances will permit.

« I think it must have been generally anticipated, even before my friend
made his able and comprehensive exposition of the present financial position of
Government, that it was quite impossible that the administration of the country
could be carried on without some increase of taxation.

¢ If only the country could be sccured for a fcw years from famine, war,
or other calamity, the finances of India would evidently be in a most flourishing
condition. But such extraordinary calls as have been made upon it in the last
few years to meet the cxpenditure of recurring famines, have plunged the
country into difioulties from which it can only be relioved by such measures as
shall provide a’very considerable jncrease of revenue to the Imperial Govern-
ment.

“I may, I think, say for the people of Bengal, that they have for some
time past been prepared for a demand to bear, in common with the other
provinces of the Empire, their share of the cost of mceting these extraordinary
charges; and I feel that they will cheerfully accept the requisition which I
shall e compelled to make upon them. I am sure that the action of the Gov-
ernment of India, in determining to save the lives of the people at any cost
which it was possible for the country to bear, has the entire concurrence of the
peoplo of Bengal. In the early stages of the famine at Madras, many influ-

.entinl and leading men of the country expressed a wish that everything which
could be done with this object should be done, and that the cost should be
subscquently raised from them by taxation fairly distributed.

¢ I have under these circumstances felt no hesitation in expressing my readi-
ness to accept the burden which it is proposed to throw on Bengal as its contri-
bution towards the expenses of famine-relief, and I fcel that I shall have the
support of the Local Council and the public in the measures which I shall be
compelled to lay before that Council in a few days to meet the call which has
been mado upon me.
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I should not, however, he dealing frankly with your Lovdship it Tdid not
say that the expressions which I have heard of the readiness of the people of
Bengal to bear their share of the cost of famine have been qualified by a strong
wish that, before imposing fresh taxation, the Government of Thdia should
thoroughly analyse tho increasing charges of the avmy with a view of applying
to that branch of the public service the same rigid cconomy that has heen ap-
pliedd to other branches of the service. T am not in a position to say how far
this wish is reasonable, or how far complianee with it is possible; hut T feel it
my duty to say that I know it is a subject which is very much occupying the
mind of educated Native gentlemen in connection with the question of fresh
taxation, and that considerable agitation of the subject is going on. And it is
therefore with sincere pleasuve that I have heard that tho question is recciving
full consideration from the Government.

“T have much pleasure in saying that the general effect of the decentralisa-
tion-system, in respeet to the facilities which it has given to provincial adminis-
tration, has been thoroughly satisfactory. In making tho Local Governmeats
responsible for expenditure, and giving them a direct interest in the develop-
ment of various branches of the revenue, it has secured a careful serutiny over
the cxpenditure of all departments, and a deep interest in all improvable hends
of revenue, which has extended to sll grades of tho service. - District officers
understand that the provincial Government cannot devote money to new works
and schemes without an improving revenue, and they have cordially and loyally
co-operated with the Government in suggesting such measures as appear likely

to bencficially affect the revenue.

«“The Local Government has been able, since the first introduction of the
system in 1870-71, to carry out many mcasurcs of improvement on its own
responsibility, which would, before the introduction of this system, have had to
wait upon the requirements of other provinces. All friction with the Imperinl
Governwent has been obviated and much useless correspondence avoided.

« T think that, in adjusting taxation to the special circumstances of each
province, and cqualising as far as possible the relative incidenco of taxation
upon the various classes of the community, leaving the details to be settled by
the Local Government, the Government has acted most wiscly. The ciroum-
stances and condition of the various provinees are very dilferent, and the inci-
dence of present taxation is also very different in one part of the country to what
it is in another. It is, as has just heen explained, proposed to levy in the North-
Western Provinees a cess upon the land, while last year the deficiency of rove-
nue was there made up by a license-tax on trades. But in Bengal we have
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already, in the Inst fow years, imposed upon tho land a charge of £600,000, of
which £800,000 has been assigned to the Imperial Government as o permanent
contnbutlon, whilo owr trading commumty has been left perfectly free of taxa-
tion. 'J.‘lxouf'h, thercfore, I admit it is justand reasonable that tho landed mtcrest
‘'should as in tho North-Western Provinees, be called upon to share with the
trmlm«v .classes tho nwulcnco of taxation, I feel that-it is qmto impossible at
the present time to ask the landed interests and tho agricultural population of
Bengal to pay zmytlnnn' furthor ; and feol, in common w1th newly all the offi-

cials throughout the country who have been consulted on the subject, that the
" time has como when the trading and artizan classes should be called upon to
bear their share of taxation from ‘hich they have hitherto been free.

“ It may perhaps be considered right that I should take this opportunity of
stating formally to the Council the measurc which I propose to submit, under
tho sanction which I have received from your Excellency’s Government, for the
consideration of the Bengal Legislative Council, in order that I may be in a
position to comply with the requirements of the Imperial Government.

¢ Last year, whon introducing the public works cess on land, I observed
that there appeared to be a very general opinion that something should be
done to throw a portion of the incidence of taxation upon  the non-agricultural
classes. Time did not then admit of the elaboration of any measure for the
‘purpose, but I promised that I would consult with the Commissioners of Divi-
sions in Bengal, and would watch the working of the new license-tax in the
North-Western Provinces with a view of considering whether we could not shift

some portion of the burthen of fresh taxation upon classes not interosted in
the land.

“The result of the referenco to Commissioners and local officers was to
show that thero is a large preponderance of opinion in favour of the feasibility
of introducing and working a license-tax of the kind proposed. The events
of the past year have, however, mado it clear that, so far from our being able
to relieve the classes interested in land by transferring a portion of their
burden to the classes engaged in trade and comrherce, we shall require, not
only all that we now draw from the provincial public works cess, but a very
considerable additional income to enable us to meet the liabilities which the
supreme Qovernment is compelled to impose upon us. The amount that we
are now rcquired to find to onable the Imperial Government to meet famine-
expendituro is thirty lakhs of rupecs nett; and wo must therofore raise a sum
of monoy suflicient to cover all costs of collection and to save us all risk of
inability to mect the unpaid demand.
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“With the approval of the Government of India, it has been detormined
to raiso a swun estimated on this hasis by a tax upon teades, dealings and
industrics throughout the Lower Provincest Looking to the sups paid by
the landed classes and tho cultivators under the Toad Cess and Public Works
Cess Acts, it is clear that this is not too large a demand to make upon
the commercial and indusirial wealth of this great provinee. During the
last few years Bengal has advanced rapidly in wealth.  Its trado has received
large developments, having profited generally by the misfortunes of other
provinces, and by the gradual improvement of the agricultwral classes at
home. Its people are, on the whole, the most lightly taxed in all India.

«Tt having, then, been determined to levy a tax of this amount upon trade
and commeree and industries other than agriculture, the question remained what
shape the tax should take—should the moncy requirved bo raised by imposing
substantial rates upon the wealthicr members of the trading and industrial
classes, or by imposing a light general tax upon every class of trade and
industry, or by a combination of those measures? o enable us to decido this
point, the records of former taxes upon trade and indnstries were carefully

scrntinized.

“We have most carcfully cxamined tho statistics of the various license-taxes,
- certificato-taxes, and income-taxes passed or proposcd and discussed since 1861,
and have endeavoured to apply the facts thus gleaned in such a manner as to be
able to form a very rongh approximate estimate of the yicld of tho modified
license-tax which we now propose. Oun the whole, the conclusion which we
came to on a roview of the foregoing and other available facts, was that, if we
leviod o license-tax upon trade and industrial incomes of 1ts. 200 and upwards,
at the rates adopted in the Certificate Tax Act of 1868, wo could not hopo to
realizo much more than fiftcen lakbs of rupees in all Bengal. Thero was,
morcover, this objection to any tax based on the model of tho Certificate Act,
that it was after all a tax regulated direetly by referenco to income, and that in
tho higher classes the rates were too high for a mero license-tax.

«“Pho fact that Indiais, after all, a country where the numbor of weulthy
men is very limited, must always bo borne in mind when considering questions
of taxation. Any tax, therefore, which is to he largely productive must be
assessed on a very large number of people, and it is quite impossible to hope
that wo can raise all we want by a tax, however hicavy, to be levied on only the
wealthiest traders.  We want to mako all classes pay their fair share of tax.
ation. We have, in respect to the land-cess, levied it from every class of raiyat,

and the tax on trades and industrics should follow the same lines as far 28 pos-
L
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sible. The classes who suffer most when famine occurs should certainly contri-
bpte something in scasons of prosperity to funds raised. for purposts of enabling
"the Government to meet famines. *

«Tt was resolved, therefore, that the tax should take the shape of a licenseé-
tax, of which the maximum ratc should be Rs. 200, and that maximum to be
only leviable upon joint-stock companics and a few of the very largest traders

_and bankers. Substantial traders of a lower class will bo taxed at tho rates of
Rs. 100, Rs. 82 and Rs. 10, while small traders and artizans will pay Rs. 4,
Rs. 2 or Re. 1, according to their means.

«Tn the town of Calcutta a license-tax is already imposed on * Professions,
Trades, and Callings” in manner set out in the third schedule of Act IV (B.C.)
of 1876. TUnder that schedule Rs. 2,561,000 are annually collected for muni-
cipal purposes. It appeared that, with certain exceptions, the rates therein
set forth would be suitable rates to impose for the puzposes of a provincial
license-tax in the town of Calcutta, so far as the classes specified in that
schedule were concerned. It is obviously very desirable to extend existing
forms of taxation where they exist, and are capable of adaptation, rather than
impose new taxes; and though it may involve some loss of money, we have
determined to apply to Calcutta. its present form of municipal license-tax,
rather than introduce a ew tax, with a new assessment and a fresh collecting
and assessing machinery. In Calcutta it is not proposed to exempt any of the
classes mentioned in the schedule of the Municipal Act. Calcutta hasspecially
benefited by the growth of trade, and its professional men have specially shared
in the genera.l prosperity of the place. The tax is so small that I am sure
they will gladly accept it as a most beneficial substitute for the mcome-tax
with which my hon’ble friend has just threatened us.

“Tho only addition to the existing license-tax is that joint-stock companies
and wholesale dealers shall pay a hccnse-fee of Rs.~200, and that wholesale
brokers shall pay a license-fee of Rs. 100 per annum : and furt'her, some of the
classes of artizans and mechanics who will be subject to taxation in the interior
will also. be subject to the license-tax in Calcutta.

5.f‘ It has been decided that, after an estimate has been made of the probable
proccéds of a license-tax, such as that above described, within the municipal
limits of Calcutta, the Municipality should bo required to contract for the pay-
ment to Government of a fixed annual sum, such as would leave the town a fair
" margin for cost of collection and to cover all risks. '
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- Tor tho interior of Bengul I proposo to ask the Local Council to pass a
Licenso Tax Act under which the highest rato levied wpon o joint-stock com-
pany or any wholesale dealer will bo Rs. 200. The license-fee upon othor
classes will bo graduated in a fow clear and distinet grades down to ‘onc rupee.
The rates, while wé hope they will bo very productive, willy it is belioved, fall
very lightly indeed upon any class; and the varions grades will be eapable of
casy classification without any direct roference to iucomo or any sort of inqui-
sitorial proceceding on the part of assessors.

“Tt has further been decided that the housc-cess under Act X (B.C.) of
1871 and Act II (B.C.) of 1877 should be remitted in the case of those paying
license-tax. The housc-cess was made a part of the Road Cess Act in ovder to
compel traders and professional persons in the interior, living outsido munieipal
limits, to contribute, along with the cultivating classes, for the purposes of that
Act. It brings in very little at present (only about 17 lakhs for all Bengal),
and is very unpopular with the oflicials and tho public. Under the Provincial
Public Works Act, the housc-cess is again levied on the same classes at
maximum rates. The license-tax will fall on precisely the same class of persons
as pay housc-cess under the two Acts last mentioned, and it would be felt as a
very great hardship if they had to pay tax threc times over—flrst for local pur-
poses, then for provincial purposes, and lastly for imperial purposes. Itis best
to remit the house-cess altogether; and to levy one tax only on trades and in-

.dustries. The loss to district road committees will be comparatively trivial, and
will, if nccessary, he recouped to them, and the provincial finances will pro-
bably not sufler at all in the end.

_“The Local Government is well aware that, in proposing to levy a dircct tax
of this kind upon such a large body of people, it is undertaking a task of great
magnitude. But the circumstances of tho country render the levy of this
amount of taxation imperative, and I beliove the necessary amount could not

Dbe raised in any less objectionable manner.

«T have heard with great satisfaction the announcement that it is the inten-
tion of the Government of India to take mcasurcs to cqualise to some extent
the dutics on salt throughout India, and though I should not have advocated in
jtsclf a deerease in the salt-duty levied in Bengal, which is a very popular form
of taxation, I am glad that the measure of equalisation should have resulted in
a diminution of the rato of duty in Bengal, at a time when wo are imposing
such a heavy burthen on the people in other respects, though I cannot help
feeling that it is a sacrifico of revenue in concession to theory which would afford

no real reliel to the people.”
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His EXOELLENOY TUE PREsipENT— I am rcluctant to prolong the proceed-
ings of the Council at this comparatively lato hour; but the general importance
of  thoso explnnntmns with which I desiro to accompany the questions now

beforo mo,” will, I trust, be my sufficicnt justification for making o further
nppeal to the attohtlon of Hon’ble Moembers.

“ Aftu tho statements made to-day by my Ionorable Colleague, Sir John
Strachey, and my honorable friend, the Licutcnant-Governor of Bengal, I
necd not now refer in any detail to tho principal measures wluch the
Government of India, roviewing all the present circumstances and pros-
peots of the Empire, has decemed nccessary for giving to our financial
position the additional strength it undoubtedly requires. But I desiie
to cxplain how we propose to cmploy the money now asked for, and
also to add emphasis to the statements of my IIon’ble Colleague as to
the fundamental idea which underlies the present financial policy of the
Government. Guided by this idea, we are resolved to seek the support
we require through an extension of the responsibilities and resources
of the local Governments, rather than from any mere addition to the
machinecry or revenues of the central authority. e are convinced that the
coherent development of this multiform Empire can only be secured by gradually
enlarging those local foundations which sustain the widespread fabric of the
Btate, and stimulating throughout all parts of its complex administrative
structure the froe play of a healthy spirit of self-reliance and mutual support

“ For this reason, the Governmcnt of India is determined not to deviate
from the course on which it entered at the commencement of the present financial
year. That course has been cordially encouraged by Her Majesty’s Government ;
and we have the best reason to believe that it has approved itself toall the local
Governments whose intelligent co-operation ensures the successful prosccution
of it. The statemont made by Sir John Strachey will, I trust, have satisfied
the Council that the additional revenno now required by the Government, and
theincreased burdens which must consequently be borne by the people, of India,
are the incvitable consequences of famine, and of famine omly. I will
not abuse your sympathies by harrowing your feclings with any deserip-
tion of the ghastly scenes I have witnesscd this yecar in Southern India;

scencs which, horrible as they were, only partially revealed the mass
of unseen, unuttered misery that lay behind them. I feel sure you will
believe that no such sights wero nceded to impress me, and I am equally
confilent that no such descriptions arc nceded to impress this. Council
with a profound sense of the paramount obligation now resting on us all to
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spare no cffort for prevonting the recurrence, or mitigating tho elfects, of
such calamitics. But of ono thing I am convinced. Our efforts must fail if
they be merely the uncducated oftspring of casual impulse, and indefinito
seutiment. The primary condition of successful effort is the strictly systematio
subordination of it in all dircctions, and in all details, to the vorified results
of experienco, and the cavefully ascertained conditions of what is practically
possiblo. It is notby theindulgence of that morbid sonsibility to the dramatic
elements of horror which so unconsciously simulates compassion, it is not even by
exclamatory utterances of a gencrous impatience, or a genuino grief, under the
painful contemplation of the “sulferings of our fellow-creatures, that we can
practically prevent or alleviate such national calamities as thosce through
which Southern India has been passing during the last two years. We might
as rcasonably hope to solve tho hidecous problem of London pauperism by
bestowing penco on strect beggars, or pathetieally depicting their raggedness
in our illustrated journals for the encouragemont of promiscuous almsgiving.
I ain profoundly 'pcrsuadcd that every rupee superfluously spent on famine
relicf only aggravates the evil effects of famine, and that in all such cases
waste of moncy involves waste of life.

“ The measures now before the Council hiave, for their principal object, the
provision of that increase of the public income which experience has proved
to be the first condition of any practical insurance ugainst famine: and,
therefore, it is only proper that the Council should know how we intend to
cmploy the resources which its adoption of these measures will place at our
disposal for that purposc.

«The tasks bequeathed to the Government of India by the calamitous cir-
cumstances of the last two years have now, I am thankful t0 say, more direct
refercace to tho future than to the immediate present. They are not, on that
account, less imperative or less seriously recognized : but their comparatively
prospective character is o fact which I cannot rccord without a decp sense
of gratitudo; gratitude to Providenco for the reviving fertility of districts re-
cently stricken barren by o prolonged and quito unprecedented disturbanco of
the atmospheric conditions to which they are subjeot; gratitude to those
valuablo public servants in, and from, all parts of this Empire, to whose
dévoted and indefatigable exortions the people of Southern India is indebted
for tho restriction and abreviation of a terrible calamity; and gratitude, no
less sincere, to tho gencrous charity of the British Nation; which has, I truly
belicve, materially contributed,—not, indeed, to the preservation of life
(for to that objeet it was not applied, and for that object it could not have
been legitimately invoked)—but to the mitigation of much of the suffer-

U4
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ing and distress which such a calumlty must mevxtably bequeath to its im-
povenshed survivors,

“Now, turning to the contemplation of the futuro, our first duty must
be, I fear, to recognise and face, with all its conscquences, the sad but
certain fact that, in the present social condition of India, famines czmnot
-for many years (I might almost say for many generations) to come, be
entirely preyented. The population of this country is still almost wholly
dependent upon agriculture. It is’a population which, in some parts of India,
under those securities for life which are the general consequence of British
rule, has a tendency to increaso more 1ap1dly than the food it raises from the
soil. It is a population whose consumption, in many places, trenches too
closely on the crops alrcady provided by its industry; and which, therefore,
runs great risk of having no accumulated produce to depend upon, whenever
the earth has failed “to bring forth her fruits in due season.” A people
permanently living under such conditions; a people, that is to say, whose
entire labour provides only just food enough for its own annual sustenance, is,
it must be confessed, a people removed only a few degrees from a state of
barbarism. Until the accumulated fruits of indusiry exceed the current
'reqmrements of the population for its own subsistence, there can be no
growth in the wealth of the community: and, until the national wealth,
that is to say, the exchangeable surplus produce of the country, has been
increased up to a certain' standard, there can be no adequate security
against famine. To the attainment of this object, therefore, all our efforts,
in every department of the administration, must be constantly divected. But,
at the same time, it must also be always borne in mind that, until -this
object has been attained, no exertiohs, and no expeunditure, on the part of the
State can practically do more than provide for the restriclion and mitigation .
of periodical scarcity. Itis not yet in the power of humanscicnce to foresee,
still less to control, the uncertainty of the seasons; and this uncertainty, which
is so constant and violent in India, must always afflict with exceptional
severity any population that is habitually living from hand to mouth. For,
in that case, when the hand fails to raise a crop, there is nothing left for it to
carry to the mouth. Fortunately, however, the material appliances which
already cxist, and only nced to bo prudently doveloped, in order to provide
us with an effectual insurance against the worst conscquences of famine, are
also those which, if rightly employed, will most rapidly promote that gencral
increase of the national wealth on ‘which alone we can reckon for the

permanent prevention of famine. '
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“ Now, of the countless suggcstions made from timo to time, and more
especially during the present year, for rendering less bitterly ironical than it
still secms, when read by the sinister light of regent events, that famous in-
scription on the huge granary built at Patna for ke perpetual prevention of
famine in these provinces,” there are only three which merit serious con-
sideration. These aro, firstly, EMIGRATION ; secondly, RAILWAYS ; and, thirdly,
IrrreaTioNn Wonrks. TUnfortunately for India, however, the first of these
three material factors in the practical solution of problems similar to those
we are now dealing with, is inapplicable, or only very imperfectly applicable,
to the actual conditions of this country. The first condition requisite to render
emigration available as a precaution against famine, is a normal cxcess of the
population as compared with the food-produce of the country: the second
condition is sufficicnt encrgy on the part of the surplus population to induce
it to seek a higher standard of material comfort than that to which it is
accustomed ; and the third condition is a foreign ficld of labour in which this
higher standard may be reached. Now, none of these conditions are suffi-
ciently developed in India to justify reliance upon emigration as an eflicient
atuxiliary in our struggles with famine. Of our wholo population, only a
small portion as yct cxceeds its food-producing power. The possible increase of
this proportion of the population will undoubtedly augment our future diffi-
culties, if, in the meanwhile, no adequate correctives be applied to them.
But in those parts of India which, during the last two years, have most
suffered from scarcity, the population only averages at 250 inhabitants to
every square mile: and, sinco those districts comprise large areas of unculti-
vated land, this average cannot be regarded as at all excessive. In the next
plage, there is no contesting the fact that, in spite of tho inducements offered
to emigration by this Government, in spite of the widespread organisation
for the recruitment of it established by Colonial Governments, and in spite
of the encouraging example furnished by that small number who, having tried
the experimeont of temporary emigration, rcturn, after a few years’ absence,
in possession of savings which they could not otherwise have stored by the
labour of a lifetime,—in spito of all these things the people of India will
not emigrate. Tho uncomplaining patienco of the Indian raiyat has a pro-
foundly pathetic claim upon our compassionate adwiration. In no country
of the western world could a national calamity so severe and prolonged as that
which bas now for more than twenty-four months afllicted onc-half of this Em-
pire, have lasted so long without provoking from tho sulferings of an ignorant
and starving population agrarian and social disturbances of the most formid-
ahle character. But for this very rcason we cannot safely frame any plans
for improving the condition of the Indian raiyatin exclusive reliance on his
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spirit of adventure. And, although the exportation to foreign countries of
largo - ‘numbers of the pcople, without roforonce to ‘their feelings, and in
opposxtlon to their known mcluntlon, is a policy which might possibly have
been enfor ¢ed by a Mogul Emperor, it is celt'\.mly not a policy which can be
' "adopted by o" British Government. It is a'very significant fact that those of
our native subjects who do occasionally cmigrate belong to the least, rather
than the most, denscly populated parts of the country. Tinally, it must be
borne in mind that, if to-morrow all the native races of Hindistdn were
ammatecl by a simultancous impulse to emigrate, there is, at present, no ficld
of foreign labour capable of absorbing a proportion of the enormous
population of this continent sufficiently large to make any appreciable
differenco in the gcncml condition of the remainder. Our Colonics take from
India annoually a few thousand labourers. Multiply that number by ten,
or even twenty, and the percentage of Indian emigration would still bear
but an insignificant relation to the number of the whole non-emigrant com-
munity. For all these reasoms, although emigration unquestionably claims
our fostering encouragement, I fear that, for many years to come, we must
practically -exclude this expecdient from the list of those on which we mainly
rely as a means of insuring the population of India against the calamities of
periodical famine. The conclusion thus arrived at forcibly confines our
immediate efforts to the most rapid development, by the cheapest ‘methods,
combined with the most appropriate and efficient application, of the only
two remaining instruments for increasing the produce of the soil, facilitating -
its circulation, and theroby improving the general social condition, and aug-

menting the collective wealth, of the whole community. Those instruments
are railroads and irrigation works.

“Now, the incalculable value to India of her present railways has been’
unmistakably demonstrated during the past year; and the Government is
anquestionably bound to stimulate the .extension of this class of works
to the greatest extent, and with the greatest rapidity, consistent with the
requirements of financial prudence. The capital expenditure on the guaran-
teed railways, during a period of 28 years, has amounted to not far from 95
millions sterling, with a result to bo measured by about 6,000 miles of broad
guage line. During the last nine years the outlay on State railways
has amounted to about 18} millions, producing 1,060 miles of broad and
1,200 miles of narrow guage line, more or: less finished. I neced not
hecre re-open the once-vext question of ‘broad versws narrow guage. For all
practical purposes that question bas long ago been scttled. lad we now to
consider the construction of long lines of rail solely, or chiefly, for mlhtary



FINANCIAL STATEUENT. 501

purposes, I doubt not that many arguments might be foreibly nrged in favour
of a broad guage system. But when the object in view is to stimulate thoe
exchange of commoditics, and provide for a goods traflic with speeial roference
to local needs and local mcans, then, I {hink, it cannot possibly be doubted
that any extension of owr railway system must bo carried out in strict con-
formity with that method which experience has proved to bo the cheapest,
and indeed the only onc financially possible in the circumstances of a poor
country with a languid commerce. The importanco of strategic railroads to
such an empire as this, is not, in my opinion, open to question. But it is not
for tho construction cf strategic railroads that wo are now sceking assistance
from the local populations and Governments of India.

“In the course of future discussion upon the Bills we hope to introduce
to-day, my 1Ton’ble Colleaguc in charge of the Public Works Department will,
I trust, have an opportunity of making a departmental statement; and, I
doult not, he will then bo able to lay beforo the Council much valuable and
suggestive information as to the action of his Department in conncotion with
relicf operations. But, with all questions appertaining to the employment
of public works for the prevention or relief of famine, I am only now
concerned to deal from a financial poiut of view; and no further than may be
necessary for the cxplanation of those financial conditions which must invari-
ably govern the permancnt famine pelicy of this administration.

“ Now, it is an unquestionable fact that the railways, and tho railways
alone, were the salvation of the situation in North Bihdr during the
famine of 1874 ; and that they have again been the salvation of the sitnation
in Madras during the famino of the present year. Tho sea, no doubt, would
havo thrown rice into the town of Madvas; but, with the cattle dying of
drought, it would have been impossible to move the grain up-country; nor, if
cvery possible milo of navigable canal had been comploted throughout the
Dadras Presidency, would it have greatly helped us to throw grain into those
very districts where the famine has been at its worst; for tho broken upland
comntry of Bellary aud Kurnool, and the Mysore platcan, are physically im-
practicable for big canals; and, had there been no railway within reach of
these districts, the people, where they have now died by hundreds, must have
assuredly succumbed by thousands.

“I am satisficd that the development of a net-work of subsidiary lines
of railway, giving tho mecans of transport through cvery district
of Dritish India, has become a matter of vital nccessity for the attain-

ment of the great object now before us. To accomplish this, in accordance
X’
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with the financial and administrative policy already explained, we pro-
pose to call upon the various - Provincial Governments to undertake at
onco the preparation of such a schemo of local railways, with plans for
their gradual and systematic execution, carefully made out by the best
mformed local authorities. Qur present object is to render available, within
the shortest possxble time, a maximum length of line specially constructed for
a slow goods tmﬂic, rather than to provide those more ample conveniences for
passengers and goods which have been commonly deemed necessary for all
Indian railways hitherto constructed. We have every reason to believe that,
by restricting tho works at the outset to the essential requirements of a slow
*goods traffic, we can, without any sacrifice of durability, or sound constructive
principle, reduce the first capital outlay even below the amount which was
found sufficient for the execution of the Hatrass and Muttra Railway in the
North-Western Provinces; a line which furnishes us with a most instructive
illustration of what may be done, under a local Government, in the way
of thoroughly useful work executed at a small cost. We have also in the
* United States of North America an encouraging example of the rapidity and
financial ease with which cheap railroads may be constructed over vast tracts
of sparsely populated territory, and of the incalculable benefits conferred by
them on every part of a continent even more spacious in extent and various
in climate than our own.

“During my visit to Madras and Mysore, I had many opportunities of
obtaining information about the distribution of grain into the distressed
provinces. I cannot doubt that but for the main trunk lines of railway
there must have been an appalling, and quite irremediable, failure in the supply
of food to those provinces : and, for all purposes of famine relief, I am equally
convinced that the proved utility of these great arterial lines will be immensely
increased by the cheap internal railroads wa now propose to commence,
with the intention of completing them as rapidly as may be compatible with the
extent of the financial resources at our disposal for that undertaking.

“The early conclusmn of such an undertaking must necessarily depend upon
its financial practicability ; and for this reason all minor considerations must be
subordinated to the most rigid economy in construction, and the most severe
limitation of the works to what is indispensable for the efficient exercise of
their special function. But, if these conditions be duly complied with, I have
confidence that, at a comparatively early period, we shall, without any strain
upon our financial resources, have extended to all parts and provinces of our
Empire the most efficacious protection, not indeed from dearth (for that is
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J . . . .
umpossible), but from those terrible clfcets of dearth which now generally
terminate in famine.

““These, then, are the principles on which we are prepaved to dpply at once
to the extension of ourrailway system, as amecans of insurance against famine,
an adequate proportion of the resources ai onr command for that purpose.
Wo cannot, indecd, solely for the sake of developing local commerce, undertake
to build railroads on the commodious and costly scale of our present main lines,
which have been constructed with a view to their general utility in many other
ways. But with the active co-operation of tho local Governments, and by
steadily adhering to, and prudently developing, the great principle of provincial
responsibility which is the backbone of our financial policy, we are persuaded
that the resonrces of the State will now be sulficient for the carly and con-
tinuous construction of a wide net-work of cheap provincial lines well adapted
to the special object for which they are required. It remains to explain to
the Council the manner in which we propose to apply to the extension of
irrigation works preociscly tho snme principles and policy.

¢ Here I must observe that there has recently been a tendency to discuss,
in a somewhat partisan spirit, the rclative uscfulness of irrigation works and
railvays as protections against famine. I deprecate all such controversial
discussions. - They are no less out of place than arguments as to the relative
value of food and air, for the preservation of animal life.

«Tt is cortain that throughout the greater part of India the produce of the
soil may still be very considerably increased by artificial irrigation. But it is
equally certain that in many parts of India, and for many kinds of Indian crops,
irrigation could only be employed at a cost which would render it unremunerative.
Canal irrigation cannot everywhere be supplicd from permanent sources; and
wherever it is not supplied from permancntsources, it frequently proves altogether
ahortive as a preventive against famine. Again, in the second year of the
drought from which we have been suffering throughout Southern India, tank
irrigation gencrally failed. Morcover, even were it physically possible to apply
jrrigation to all the cheap millet erops now grown upon the uplands of Madras,
the expense of their cultivation by that means would render them quite un-
purchasable by the classes who at present derive from them their chief means of
subsistence. The difficultics and disasters of the recent famine have been
grcatest in Madras. But Madras is, taken as a whole, the best irrigated
part of India. Out of a total arca of 22,000,000 acres under culti-
vation, that DPresidency has somo 4 million acres artificially irrigated;
and its entire irrigation system is supervised by professional officers who,
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in their own line, are unsulpa.ssod One part of the irrigation system of
. Madras is supplicd by the permanent rivers: and of these, the number is
" Jimited. Al the rest of it is derived from -the local rivers and storage
ttmks whwh are scattered in profusion over the whole Presidency. Now,
tho cxpeuouoo of the presont year has proved that the latter source of
supply is only one degree less- dependent on the normal rainfall than arve
- the dry crops of the unirrigated districts. If, therefore, we are to insure
Madras against future famines by largely increasing its present water-supply,
it is exclusively upon the permanont rivers that we must reckon for our
attainment of that object. Assume (and from all the enquiries I have
vet been able to malko this is the most I feel justificd in assuming) that the
waters of the permanent rivers might bo so employed as to irvigate another half
million of acres. What eftect would the produce of half & million of acreshave
“had towayds preventing the famine in Madras ? It would not represent one-
third of what the railways alone have carried down from Northern India, and
it is'about equal to what was landed by sea during only two and a half months
out of tho twelve through which this famine has lasted. So far, then, as it was
possible to render irrigation a protection against famine in a second year of
drought, Madras has received, within a narrow margin of some 20 per cent.,
all the benefit which the nature of the case and the circumstances of the
country permitted, and yet Madras has this year suffered from a worse famine
than has afflicted any province of India during the present century. In view
of such facts as these, we cannot safely lay down any fized rule for universal
application. The problem of irrigation works, when closely examined, reveals
fresh difficulties at every stage. It is easy for those who have not
thoroughly examined it, or others who have examined it only from. a
purely. professional point of view, to tell us that by the expenditure of
a few millions we might permanently insure this vast Empire against famine.
But the Government of India, which is responsible for every rupee of public
money raised or spent by it, has been taught by bitter experience that
there may be many promising and attractive projects for irrigation which,
when carried out at considerable cxpense, and under the most accredited
supervision, bequeath to the Empire little or nothing but a hopeless financial
burden. India has good reason to be proud of her school of hydraulic en-
gincers. DBut it is the tendency of all professional ability to somewhat ex-
aggerato the general value of the special material in which it works. The
Athenian tanner believed that, for the purpose of fortifications, there was no-
thing like leather ; and, so faras I can judge, some of our most experienced and
eminent canal engineers are not entirely free from an unconscious predispo-
sition to assume that, instead of irrigation existing for the sake of cultivators,
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cultivators exist for tho sake of irrigation. Whether the value of inercased
produco will, in any particular case, be suflicient to justily the requisito outlay
of capital on providing irrigation; whether the necessarily limited amount of
capital available for works of improvement is best applied to irrigation works;
or, again, whether the physical conditions of the locality will practically
admit of irrigation at all, to these and many similar questions no general
answer can be given. Iach case must be decided in reference to its own
merits, and on a carcful review of many conflicting considerations.

¢« But, though I fecl that, for all these reasons, wo must be constantly on
our guard against premature generalisations and impulsive action in such mat-
ters, I am none the less most fully persuaded that, next to the facilitation of
transport, our greatest saleguard against future famine will be found in a well
considered and widely developed systemn of irrigation works. The surplus
produce of industry is tho foundation of national wealth ; and irrigation is the
most certain means of improving and extending agricultural industry. It
enables the cultivator to accumulate produce ; and, if combined with navigation,
it also enables him to transport producoe.

¢ Bvery country which produces only just enough for its own consump-
tion is a poor country. So iscvery country which cannot export its surplus-
produce, and exchange it for other commodities. Therefore, admitting even
that in many parts of India irrigation cannot appreciably augment the local
food-supply, it by uo means follows that irrigation cannot largely augment the
wealth of the whole community : for, if this Empire be adequately provided
with the means of transport, it is not so much by increasing the actual food-
supply of the people as by helping to create other and different produce, not
required for tho consumption of the people, and possibly not cven adapted for
such consumption, that extensive irrigation will promote the social and finan-
cinl prosperity of India. Itis only by the gradual and continued improvement of
their material condition that the people of this country can permanontly es-
capoe tho calamitics they now suffer from the uncertainty of the scasons.

«To look to irrigation-works as a panacea for our misfortunes, would
be to trust to au illusion; to hesitate to recognize them as among the most
certain of our means of protection, would be to reject the irvrefutable evidenco

of prolonged expericnce.
« A memorandum has been placed in my hands showing, from the latest

returns of the actual operation of the irrigation-works in tho North-Western

Provinces, that the whole arca now irrigated by them is about 1,600,000 acres ;.
o
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" which, under pressure, might bo oxtended to 1,600,000 acrcs, producing
respectively 775,000 or 800,000 tons of grain, and providing food for 8 months
for 6 million to 6} million persons. The progress of these works will add
half & milfion of acres; and this addition would yield onc-quartor of a
‘million tons of food, and feed for 8 months 2 millions of people. Thus, these
works will sccure the food, for the period named, of between 8 and 9 millions
of persons. ’

¢ I need not comment on these figures; but, while such results may be
shown as tho outcome of irrigation works, what, let me ask, would be the
position of a province in which the produce, being considerably in excess of the
ordinary wants of the pcople, was not provided with the means of exporting
its surplus stocks ? Of one great staple product of the north of India—wheat—
it may be affirmed, with certainty, that a trade has been developed, during the
Iast four or five years, chiefly through the agency of railways, which has
already reached a value of two millions sterling, and which could
never have como into existcnce by any. other means. Without depreciat-
ing the great value of water-communication which I recognize most fully,
so far as it is practically attainable, I cannot lose sight of .the fact that
the extension of the Electriv Telegraph, and of Steam Navigation, have
rendered the operations of modern trade more than ever dependent on time,
as an essential element in all combinations; and thus the speed whioh can
only be got by railways enters more and more largely into the considerations
to be weighed in designing means for giving the necessary extension and im-
provement to our inland communications.

“1 conclude, then, that we shall be certainly right in carrying eut irrigation
works wherover the water-supply is both sufficient and constant; and wherever
the material difficulties to be overcome do not involve an outlay that interposes in-
surmountable financial obstacles ; so long, of course, as due attention be, at the
same time, given to the means of communication. But we cannot,anddo not,
undertako to provide irrigation gratuitously to those for whose special benefit it
is required. "We cannot afford to apply to new irrigation works the financial
policy which has hitherto rendered so costly, and so unremunerative, the works
of that kind which are already constructed. Here, again, we can only proceed in
strict accordance with the principle of provincial responsibility and self-support.
As the only funds at the command of the Government for irrigation works
are derived from the country itself, the cost of such works must fall to a great
extent upon those who derive from them immediato benefit. I repeat that it
is on the co-operation of the whole community we reckon for the mecans of
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sccuring the wholo community against the worst consequences of periodical
scarcity. But it is to the local Governments that we look for {he exccution
of local works of a preventive character; and it is upon local resources that
we must depend for the ultimate supply of tho funds necessary to provide and
maintain such works. I am aware that there are already some parts of Indin
whoso exclusively local intervests are practically sccured by the bounty of
nature, or the industry of man, from the dircct effeets of famine. In the
nature of things the population of those particular Jocalities may, and probably
do, derive some immediate advantage from the periods of scarcity which so
fearfully afllict their fellowsubjects in other provinces. But it would be an
insul$ to suppose that their fortunate exemption from the porils and sufferings
common to the rest of the community can furnish any argument, they would
atoop to wrge, in favour of exempting them from their faiv participation in the
support of any general burden imposed for the protection of the whole com-
munity from snch sufferings and perils.  Whilst, therefore, I do not doubt that
the chief cost of protective works ought to be horne by those who must nced
them, and will chiefly benefit by them, I must maintain that no province of
the Empire, and no class of the community, can be legitimately relicved of the
national obligation to contribute to the means required for the construction of

such works.

“And herec I would ask tho Council to listen to the testimony of my
hon'ble friend the Lieutenant-Governor of Bengal; who, speaking of the
measures he contemplated last spring for.dealing with irrigation works in
the province he so ably administers, observed that—

¢ During the last five years the Government of India has spent nearly 20 crores of rupees
in alleviating famines cansed by deficient water-supply.  When I say that the Government of
India hag spent this money, you will understand that this expenditure has fallen not upon the
Viceroy and tho Council, hut upon the people ; and that, if the necessity of expending their
money had not been foreed upon the Government, the taxation of the people would have heen
(lilx)in;islxc(l to this extent. Now, the enly way of averting famines arising from drought is
to make the greatest use, which science aud experience can suggest, of the supply of water
which Fortunately naturoe basgiven usin Bilir. * * * This,
of course, cannot be  done without the expenditure of moncy, and the question is who, in fair-
ness and justice, should find this moncy.

¢ After very carcful consideration T eame to the conclusion that, as the wholo of the
province of Bengal suffered whon there were such famines as have occurred of late years in
Orissa and Bihdr, it was fair that a Jarge proportion of the cost should be horne by a tax laid
upon the publie at luge. But it also seemed Lo me fair, and I believe you will agree with me,
if you will give the subject your unprejudiced consideration, that a share of the cost should fal}
on the peoplo who directly benefit by the introduction of water to the neighbourhood of they
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fields, and are thus assured of a good crop at all seasons, instead of being exposed to the risk
every few years of absolute fuilure. When I proposed this, I was told that the people did not
want wator; that they would sooner be left nlono to bear the risk of famine, and was cven
told that thoevater of the Sono was destructive to fields. Shortly after this discussion took
place, the periodical rains were suspended, and then we had practical proof as to whether or. not
the Sone water was considered injurious or prejudicial.  The people clamoured for water, and to
meet this demand we were forced to open our unfinished canals, by means of which we have
irrigated, during the last few months, 200,000 acres of land, which would otherwise have remained
wasto for the year, but which are now covered with luxuriant erops.  The produce of this land
represonts food-grain of the valuoe of 65 lakhs of rupees, and of this, erops to the value of 40
lakhs certainly would have been entirely lost if it had not been for the supply of canal water;
but it also represents the rent of tho land, of which the landholder would have been otherwise
depnvcd and to this must be added the outlk y which would fall on him if he had again to
givo relief to his tenantry in consequence of famine.”

“To sum up, then : The Government of India is convinced, upon a careful
review of its financial position and prospects, that the heavy obligations
imposed upon it by the calamitous circumstances of recent years, can only be
discharged without serious risk to its financial stability, by a strict and
patient adhercnce to the principle affirmed in the financial measures we
introduced last year, and developed in those which are now before the Council.
That principle involves the enlargement, with adequate precautions, of
the financial, and consequently also of the administrative, powers and respon-
gibilities of the local Governments. Inthe next place, we believe that, if
this principle be fairly carried into effect, the new imposts, which the Council
is now asked to sanction, will, when added to the resources already created,
provido the State with sufficient means for the permanent maintenance of
a national insurance against famine, without heavily increasing the pecuniary
burdens of its subjects. For the attainment of this .object, the material
appliances we intend to promote, by mcans of additional revenue, are
cheap railroads and extensive irrigation. wvorks. Wo are conscious of
the reproach we should justly incur if, after such a declaration as I have now
made, the prosecution of these necessary works were commenced, suspended,
or relinquished, according to the increased or relaxed pressure of annual
circumstance, or the intermitient activity of spasmodic effort. We, there-
fore, propose to cntrust, in tho first instance, to the local Governments
the duty of framing a sufficient and carcfully considered scheme of
local railroad and irrigation works. Wo are prepared to provide them with the
means whereby they may from ycar to year work systematically forwards and
upwards to the completion of such a scheme. The funds locally raiscd for
this pwrpose will be locally applied. \But Provincial Governments will

-
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have to meet the cost of provincial famines out of provincial funds to the
fullest extent those funds can bear. They will find that thriftless expenditure
inone year may involve the risk of diminished allotments in subscquent
years; and I cannot doubt that the unavoidable rccognition of this fact will
make them wisely eager to spend the requisite proportion of their annual
income upon well-planned and carcfully estimated railway and irvigation
works ; which will be their best insurance against the losses of famine, and the
postponement of all administrative progress which famine generally ecntails.
It will be the spccial duty of the Public Works Dcpartment of this Govern-
ment to keep those objects constantly in view of the local Goverfiments, and
‘to assist them, no less constantly, in their cndeavours to give a rational pre-'
ference to really useful and remunerative works, over those more captivating,
but less compensating, subjects of expenditure which, in all comparatively
small communities, so powerfully appeal to provincial pride, professional
proclivities, or popular pleasure.

“ The specific projects now announced to this Council, I have not presumed
to put forward as the enunciation of any new policy. On the contrary, 1
should have spoken with much more hesitation if I imagined myself to Le
treading upon ground not long since surveyed by experienced euthorities; and
the strongest reccommendation I can claim for the views I have expressed is
that they differ in no important particular from those of the eminent States-
men who have preceded me in the office I now hold. But between the present
and all previous occasions on which the Government of India has declared
its policy and principles in reference to the prevention of famine, there is one
essential differonce which I am anxious to impress upon your attention. I
can well imagine that many of those I am now addressing may be disposed
to say to me—*Your good intentions are possibly sincerc; but the path to
the nethermost pit is already paved with good intentions. Promise is a good
dog, but Performance is a better; we have often heard the bow-wow of the
first ; we have yet to see the tail of the second. 'We have been told over and
over again by the highest authoritics that India is to be insurcd against
famine in this way, or in that; but when famines come upon us, we find
that the promised way is still wanting. The current claims upon the
activities and resources of the Government of India are so numecrous, so
pressing, so important, official forces and imperial funds so necessarily
limited, that when once the daily, hourly strain of a great famine has
been removed from a wearied administration and impoverished treasury, its
fearful warnings are soon forgotten; its disquicting ghosts are quickly

exorcised by the conventional declaration of some unexceptionable principle;
) 4



600 FINANCIAL STATEMENT.

its bitter memories decently interred beneath the dull kic jacet of a blue
book ; and there, for all practical purposcs, is an end of the matter.’

“ Welf then, I think I am entitled to pomt out to the Council that we
a.re not now fairly open to this customary. criticism. We do not speak with-
out having acted : and we promise nothing which we have not, after long and
anxious consideration, provided ourselves with the means of. performing. I
must have very imperfectly explained myself thus far, if I have failed to.
make it clearly understood that I am not now speaking of what we ought to
'do, or would do, to iusure this country against the worst effects of future
famine, had we only the means of doing it: but of what we can do, and will
do, with the means already provided for in the measures now before the Coun-
cil. I do not mean to say that the construction of such an extensive system
of local railroads and irrigation works as we propose to undertake will not
be the gradual task of many years. But I do mean to say that, in the
manner, and on the principles, already explained, we are now providing for the .
prompt commencement, and uninterrupted continuation, of this great and
necessary task. We are systematizing a policy the principles of which
have been repeatedly approved and ploclalmed by our predecessors. We are
assoomtmg with it the interests, the powers, and the duties, of our local
administrations. We are providing them with the means of permanently
prosecuting and developing it, not without reference to our financial control, but
excmpt from the distressing uncertainty which has hitherto been inseparable
from the practical execution of this policy, in consequence of the obligation
which till now has rested on the Government of India, with the very limited
funds at its disposal for the prosecution of public works, to choose, from year
to year, . between the conflicting claims upon its purse of the various and
dissimilar localities of this spacious Empire. In that belief I wish to take
the present opportunity of publicly expressing my gratitude tp those local
Governments with which we have been for many months. in confidential
correspondence on the subject of their financial powers and responsibili-
ties; and who have not only accepted with alacrity, and adopted with
great intelligence, the principles in accordance with which we desire to
extend those powers and responsibilities, l_)ut have also given wus the most
encouraging’ cvidence of their ability to improve the enlarged field of
activity thus opened to their administrative independence. I also .desire
to express my gratitude for the wunreserved .approval with .which the
Secretary of State for India and the Queen’s Government in England have
honoured and supported the policy I am now explaining to the Council; for
it is a policy on which all our plaas, and all our hopes, for steady improve-
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ment in the ﬁﬁancial, social, and administrative, condition of this Empire arc
necessarily dependont.

. “DBut we havo also another source of encouragement in the presccution of
this policy. If you look back over a wider and p longer tract of cxperience
than that which is covered by tho history of India; if you embrace in one
view our own history with the past history of other countries in other
climath, you will find that the principles on which we have lately acted, and
on which I trust wo shall continue to act, in dealing with seasons of calamitous |
drought, have boen found mno less applicable, no less eflicient, in other
countries similarly affected, than they have proved to be in this country,
wherever they have been intelligently understuod aund loyally carried out.
There is, I venture to think, no morc striking illustration of this truth
than the history of the scarcity that occurred in Central France during the
year 1770-71. That great statesman, M. Turgot, was then Minister. His
administrative ability was equalled by his philosophical power of thought;
and, fighting with difliculties in many respects almost identical with those
which we, ourselves, have lately had to deal with—difficulties partly material,
but greatly aggravated by the prevalence of extremely crroneous econo-
mical conceptions—Turgot conceived, deoveloped, and, in the face of great
opposition, carried into effect, views no less identical with those which
have guided our own action as to the essential importance of guarding the
perfect freedom of inland trade in grain; of improving the internal com-
munications of the country; and of providing rclief-works of permanent
utility, upon which to employ the sulfering population. Here, to-day, in
India, those views are as sound, and as applicable, as they were in the
Limousin a century ago. If, then, from the past we look forward into the
futuro, why, let me ask, may wenot'hopas that, under improved conditions
of administration, and with incroased development of those material appliances
which civilization creates for the provision of national wealth, India will
eventually enjoy as complete an immunity from the worst results of
scarcity, as that which now exists throughout those regions of France
where but a century ago such a result might have seemed as difficult of
attainment as it now appears to he in many of our own provinces ?

«T have only dwelt thus far on that part of our policy which has reference
to the material aids we still requirs to insure this Empire against the worst
effccts of famine. But I should omit a very important point, if I did not alse
allude to the administrative aspect of the question. - In dealing with the
crisis through which India has latcly passed, it has required the most
strenuous efforts, on the part of the Civil Government in all its branches,
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not only to secure the 'iotivg operation of all available moans for bringing food
to the distressed districts, but also to cffect the distribution of such food to
tho people, undor propor precautions for tho provention of wasto, fraud, and
social demoralization. I will not disguise my conviction, thatin some parts
“of the country this strain has been too much for tho machincry that had to
<bear it ; ‘and indeed, T may add, that the measures undoubtedly necessary for
strengthening, simplifying, and gonerally encrgizing, those parts of the -
local mq‘:hmery of Indian administration which have proved too cumbrous,
too weak, or too inert, for- eﬂ'xcxent work in any great emergency,
.have been to me for many months the subject of constant, anxious, and
detailed, consideration. It is, I venture to think, very desirable that not
only the natural phenomena and social facts of the recent famine, but also
the manner in which these have been dealt with in different provinces,
under different administrative systems, and the practical results thereof,
should be investigated, verified, and ‘recorded, for future guidafce. But,
whatever be the result of any such enquiry, if to the two conditions of
famine insurance on which I have alrcady' laid such stress, that is to say, rail-
ways and irrigation, you add a third condition, which is certainly not less im-
portant,—namely, a thoroughly efficient administrative system and machinery,
in every .part of the Empire, for the prompt and intelligent application of
sound principles,—then,'I believe, you will have reached the limits of what is
practioally possible, and defined the ficld of activity within, which it is now
the duty of this Government to fortify betimes the social interests committed
to its. charge against the recurrent disturbance of natural forces. The Gov-
ernment of India is an eminently conservative Government, and I trust that
it will ever continue to be so; but to rcpeat an aphorisin, the soundness of
which is proved by tho staleness of it, improvements really required by
change of circumstances are the best foundation for a conservative policy,
and in no way opposed to it. No administration is really conservative, -
unless its policy be vigilantly, though cautiously, remedial. Timely
remedy from above is the only sure preventive of violent- revolution
from below. Destiny is a fair player, and never checkmates a nation, a gov-
ernment, or a class, without first crying check. It is the interest, as well as
the duty, of those concerned to heed that warning cry, and shift their pieces
accordmfrly In pohtlcs, as in all things else, the survival of the fittest is an
inexorable law : and those institutions which cannot, or will not, spontaneously
adapt themseclves to the organic growth of the circumstances to- which their
functions were originally fitted, are doomed, by the salutary order of the
universe, to premature extinction. But into this important question of
administrative reform I need not here enter any further. I merely desire to
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assure the Council and the Public that the Government of India is not in-
different to that part of tho difficult, but imperative, task bequeathed to it by
the prolific experience of the last two ycars.

“In framing tho measurcs now laid before the Counceil, wo haveo called to
our assistanco the experience and intelligenco of many of the most trustworthy
servants of the Crown in this country; and wo have obtained for our plans the
general approval of ller Majesty’s Government. That the duty imposed on
us in performing this task has been an anxious one, I neced hadrdly say.
Its successful accomplishment is only to bo ensured by the cordial and
sympathetic co-operation of all concerned. But on that co-operation I confi-
dently reckon: ZFirstly, becauseit is the duty, as well as tho interest, of every
Englishman, whether in public or in private life, to facilitate the arduous task
which England has undertaken on behalf of India and her own character ; and
sccondly, because I know too well, and csteem too highly, the noblo native
races of this land to doubt for a moment their patriotic acquicscence in any
reasonable sacrifice fairly demanded of them, on honest grounds, for the general
benefit of their own countrymen. On behalf of the Government of India, I
emphatically declare that wo have not, we cannot have, at heart any stronger
or higher intercsts than tho permancnt welfare of this loyal and patient people,
and the permanent credit of .1ts English rulers. Thcse are the interests on
behalf of which we now invite your aid, and quid salvum cst si Roma perit ?”

The Motion was put and agreed to.

The Hon’ble Sir J. StrAcuey then introduced the Bill. He said :—
«My Lorn,—In now introducing this Bill—and the remarks which I am
about to make will be equally applicablo to all the other Bills i m this list, except-
ing the Salt Bill—I wish to say a few words only. The Governmont is anxious
that our proposed measures should be placed before the public in the most com-
plete form possible, and this object would not be gained unless the Bills, by
which we are to carry out our measures, are at once introduced and published.

“T do not now ask that the Bills be referrcd to a Sclect Committee, nor is
it proposed that any further action should be taken upon them for another
month at lcast. Wo hope, during this time, to receive the greatest advantage
which an honest Government can derive—the full examination and public cri-

ticism of our mcasures.

“ As Your Exccllency once said, we do not want candlelight, but daylight ;
and there is no intelligent expression of opinion which we shall not welcome
under the difficult circumstances with which the Government has to deal.”

Q

-
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ADDITIONAL RATES (N.-W. P.) BILL.

. iThe Hon'ble S1r J. SrrACHEY also moved for leave to introduce o Bill for
the levy of Additional Rates on Iand in the North-Western Provinces.

o Tho Motion was put and uoreod to.
The Hon’ ble Sir J. SrrACHEY then mtroduced the Bill.

» ADDITIONAL RATES (OUDH) BILL.

The Hon'ble Sir J. STrAcHEY also moved for leave to mtroduée a Bill for
the levy of Additional Rates on Land in OQudh.

The Motion was put and agreed to.
The Hon'ble 81r J. 8TrACHEY then introduced the Bill.

ADDITIONAL RATES (PANJ AB) BILL.

The Hon'ble Sir J. STRACHEY also moved for lezwe to introduce a Bill for
the levy of Addltlonnl Rates on Land in the I’a.n]éb

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

" ADDITIONAL RATES (CENTRAL PROVINOCES) BILL

The Hon'ble SIrR J. STRACHEY then moved for leave to introduce a Bill for
the levy of Additional Rates on Land in the Central Provinces.

The Motion was put and agreed to.

The Hon'ble SIr J. SRA0HEY then introduced the Bill.

SALT BILL.

The Hon'ble Mr. HorE moved for leave to introduce a Bill to amend the
law relating to Salt. He said that, the object was, by raising salt-duties in
the Presidencies of Madras and Bombay, to bring them nearer to the higher
duties paid in Bengal, and thus to make a step towards equalizing the salt-duties
throughout India.

The Motion was put and agreed to.

The Hon’ble MR. HoPE then introduced the Bill. He said :—

“I will trespass as briefly as possible on the patience of.the Council in
order to explain its provisions. In the Madras and Bombay Presidencies, the
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salt rovenue is levied in three dilferent ways: there ave import dutics on salt
brought from Xorcign Territory, cither b)" sca or land ; there are excise dutics
on salt manufactured and sold by private persons, and there are tho procceds
from the salo of salt manufactured on behalf of the Government, which com-
prise, in addition to the cost of manufacture, a profit intended to be cqual to
the duties.

“The Bill first raises the sca import duty throughout the two Presidencics
from one rupeo thirteen annas to two rupees cight annas per maund, by an
amendment of tho Indian Tariff Act of 1875. I may observe, in passing, that
the Governor General in Council has power, by exccutivo order, to_reduce the
dutics prescribed in that Act, and that this power will be used now for the
reductions in the Bengal Presidency, but that he cannot so inercase them.

“Section b of the Bill provides that the duty on salt imported by land
shall be equal to that on salt imported by sea, and sections 6 and 7 cnsure that
the cxcise duties shall also be equal to the import dutics, while scctions 8, 9 and
10 complete the new measure by making the price of salt sold by the Govern-
ment equal to the sea customs duty plus the cost of manufacture.

“Tho final section of the Bill will enable tho Government to re-arrange the
graduation of the salt duty down the Orissa coast, so as to shade it off from tho
Bengal rate to the new Madras rate.

« With regard to sections 8,9 and 10, relating to the price of what is called in
the Madras Presidency monopoly salt, that is, salt sold on behalf of the
Government, I must give a somewhat fuller explanation. The practice for-
merly was for the Legislature to fix the_entire price in one sum. It was
assumed that the cost of the salt to the Government was three annas per
maund, and the price was therefore fixed at two rupees, or three annas in excess
of the sea import duty. Persons interested in the sale of Cheshire salt,
finding that that salt met with no market in the Madras Presidency, while the
imports into the Beng al Presidency, where Government itself does not manu-
facture, amounted to from 250,000 to 300,000 tons annually, came to the
conclusion that the cause lay in the difference of the systems by which the salt
dutics were levied in the two Presidencies. The Salt Chamber of Commerce
at Northwich made representations through their President, Mr. Talk, to Her
Majesty’s Sceretary of Stato and to the Government of India. The result was
the appointment of a Commission who made an elaborate enquiry last year
into the salt administration of the Madras Presidency, and submitted a full
and valuable report to the Government of India. The question of cost was care-
fully investigated. It was ascertained that, taking the operations of ten years,
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the 'averago cost of salt per maund on tho cast coast of the Madras
Prosidency was over 83 annas per maund, and on tho west coast over 83 annas
per mauid, This high rate on tho west coast was owing to the fact that very
littlo salt was mado there, and the Government of Madras iniported their supplies
from Bombay. ' Considerable variations were also found on the cast coast in the
different” districts, the cost in the Ganjam district being lowest, viz., 2
annas 96 pies por maund, and that in the South Arcot district being highest, viz.,
4 annas 77 pies per maund. These figures, however, includo every conceivable
item of oharge, such for instance as Police and Proventive Establishments,

proportion of the cost of the Madras Board of Rovenue and Collectors of dis-
tricts, pensionary liabilitics, &. Most of such items are borne by the Govern-
ment under an excise system also, arid in the comparison of the two systems
they should therefore be eliminated. The general result of the investigation
thus was to show that the assmnption that the cost of the salt generally was
only three annas was incorrect, the fact being that it exceeded three annas by
from half an anna, on an average, on tho east coast, to six annas on the west coast,
and consequently, that Government, by selling its salt at only two rupces a
maund, favoured it, in comparison with privately imported salt paying a duty
of one rupee thirteen annas a maund, to the extent of these amounts. At the
same time, it was clear that Liverpool salt could not hope to compete with home-
made salt on the east coast of Madras, even when the two were, as they ought
to be, equally taxed. InBengal, tho case is" different. The greater moisture of
tho climate, rendering solar evaporation more difficult, and the weakness of the
sea brine from the quantity of fresh water poured in through the Gangetic dgaltd,

make home-made salt so expensive that Liverpool salt brought out as ballast at
nominal rates now supplies the greater part of the Lower Provinces of Bengal.

To the evil arising from undcrestimating the cost of prodmction the Gov-

ernment of India to some extent applied a remedy before the appointment
of the Commission, by passing Act XI of 1875 in March of that year. TUnder
that Act, power was given to the Local Government to fix the selling price
of Goveinment monopoly salt in any local area by adding to the duty of

one rupeo thirteen annas per maund, the actual cost of the salt. Accord-

ingly, in that ‘month, the price per maund of Government salt in the west
coast districts of Malabar and South Canara was raised by two annas for
home-made ‘salt, and by five annas for imported salt. This has recently
been followed up, on the recommendation of the Commission, by the abolition
of the Government monopoly, as it is called, in those districts, and when the

Government stocks have been sold off, the supply of salt will be left cntirely

to private manufacturers paying an excise duty, and to private importers paying

an import duty, the two dutics being equal. The present Bill, while it repeals
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Act XI of 1875, ro-cnacts its provisions, but puts them in operation throughout
the Presidency. It prescribes that the selling prico of Govermuent salt shall
bo cqual to the sea import duty on salt added to the cost of the salt to the
Government.  This cost may be determined by the Local Governmment for different
local arcas ; but until it is so determined, it will be taken at the present sum
of threc annas per maund cverywhere except in Malabar and South Canara,
where it will be taken at five and cight annas per maund for home-made
and imported salt, rospeetively.  Under this system, it is impossible for private
importers to allege that they are unfairly weighted in their competition with
home-made salt.

-~

“I have now performed the task which, with the view of relieving my
friend Sir John Strachey, I gladly undertook. I feel, however, that I should
perform that task in letter only, did I not add my own cordial concurrence
in the mcasure, and my conviction of the wisdom and the foresight shewn in
an equalization of the Salt dutics throughout India ? I trust that I shall not be
held to qualify this concurrence in any way when I add, that in thus supporting
legislation which adds considerably to the burdens of a Presidency which
I in some senses represent, while simultaneous executive action carries large
relief to Bengal, which, as His Honor the Lieutenant Governor has just truly
snid, is already ono of the lightest taxed Provinces in all India, I rely confidently
on the hope which Sir John Strachey’s rcmarks afford, that the imposition
of fresh taxation on the agricultural classes of the Bombay Presidency will be
found to be unuecessary or undesirable.”

The Hon'ble Mr. HorE then applicd to the President to suspend the Rules
for the Conduct of Business in order to allow of the Bill being passed at once,
and said that the reason for this requést was, that if any interval werc allowed to
clapse between the time when the intention of the Government to raise the salt-
duty was known and the time of carrying into effect that intention, it would be
made use of by traders in salt to pwrchase from Government, or to pass
out from private works, or to import, as much salt as possible. To the
extent that this was done, the Government would lose the incrcase of revenue
which they expected from the raising of the duties. 8o much risk was thero of
this taking place that, although the Government would have been glad for
statistical purposes to dclay bringing the mcasure into force until the 1st
January, thus leaving an interval of only four days from to-day, of which
one day was Sunday, they came to the conclusion, after taking the best advice
to he had on the Subject, that even this would be dangerous, for it wus under-

stood that there were traders in Bombay capable of buying up the whole existing
3
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stocks of salt there, and who would be very likely to do so, if time were
given them, secing the enormous profit to be made out of the transaction.

The President declared the Rules suspended.

''he Hon'blo MR. Hore then moved that the Bill be taken into considoration.
'The Motion was put and agreed to.

'The Hon'ble Mr. Hore then moved that the Bill be passed.

The Motion was put and agreed to.

PRESIDENCY DISTRICT JUDGES (MADRAS) BILL.

The Ion’ble M. StoxEs moved that the Report of the Select Committee
on the Bill to enable the District Judges of the Presidency of Fort Saint George
to suspend and romove cortain ministerial officers, and for other purposes, be
taken into consideration. He said that the primary object of this Bill, as intro-
duced, was to enable the District Judges of the Madras Presidency to suspend
and remove the ministerial oflicers of Subordinate Courts. In introducing the
Bill, he had pointed out that a similar power was wanting in the Lower and the
North-Western Provinces of the Presidency of Bengal. The matter was refer-
red by the Home Department to the two Local Governments concérned. Both
agreed that the requisite addition should be made to the Bengal Civil Courts
Act. The Select Committee to which the Bill was referred had accordingly
made this addition. No other change had been made in the Bill.

The Motion was put and agreed to.

The Hon’ble MR. SToxES then moved that the Bill as amended be passed

'I‘he Motion was put and agreed to.

INDIAN NEGOTIABLE INSTRUMENTS BILL.

The Hon'ble MR. STokEs also moved that the Hon'ble Mr. Morgan be
added to the Seclect Committee on the Bill to define and amend the law relating
to Promissory Notes, Bills of Exchange and Cheques.

The Motion was put and agreed to.

OPIUM ACT, 1876, AMENDMENT BILL.

The Hon'ble Mr. Hore moved that, in the order made at the last meeting

in respect of the publication of the Bill to amend ““the Opium Act, 1876,” the
following words shall be cancelled, namely :—

“and in the local Gazettes in Lnghsl\ aud in such other langu‘wes as the Tocal Govern-
ments direct.”
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e said that, he should explain that it was emsidered that as the
amendments which the Bill would muke in the existing law were so trifling,
and as they‘wcm of a nature not. to impose any fresh hurden on the subject, it
wns unnecessary to incur the long delay which the publication of the Bill in all
the Gazettes, both in English and in the Vernaculars, would entail.

The Motion was put and agreed to.

The 1lon’ble Me. Jlove then presented the yveport of the Scleet Committee
on the Bill.

Tho Hon'hle M. Tork askad leave to postpone the motion that the report
be taken into consideration and the motion that the Bill be passed.

Leave was granted
The Council adjowrned to Wednesday, the 2nd January 1878.
D. FITZPATRICK,

CALCUTTA : Secretary to the Government of India,
The 27th December 1877. Legislative Department.
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