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Abstract of the Pro:eed:'ugx of the Council of the Governor General of Indsa,
assembled for " the purpose of making Laws and Regulations under the
provisions of the Act of Parliament 24 & 25 Vict., cap. 67.

1

The Council met at Government House on Wednesday, the 27th March, 188q.

PRESENT:

His Excellency the Viceroy and Governor General of India, G.C.M.G.,
G.M.S.L,, G-M.LE., prestding, v+ = - = -

His Honour the Lieutenant-Governor of Bengal, K.C.S.1., C.LE.

The Hon'ble A. R. Scoble, 9.c., C.s.1.

The Hon'’ble Sir C. A. Elliott, K.C.S.I.

The Hon'ble P. P. Hutchins, c.s.1.

The Hon'ble Sir D. M. Barbour, K.C.S.1.

The Hon’ble R. Steel.

The Hon'ble F. M. Halliday.

The Hon’ble Syud Ameer Hossein, C.LE.

The Hon'ble R4j4 Durga Charn Laha, C.LE.

The Hon’ble G. H. P. Evans.

The Hon'ble Maung On, C.LE., A.T.M.

The Hon'ble Muhammad Ali Khan.

The Hon'ble ]J. W. Quinton, C.S.1.-

NORTH-WESTERN PROVINCES AND OUDH KANUNGOS AND
PATWARIS BILL.

The Hon’ble MR. QUINTON moved that the Report of the Select Com-
mittee on the Bill to authorize the imposition of a Patwari-rate in the North-
Western Provinces and Oudh and make certain provisions respecting Kanungos
and Patwaris in those Provinces be taken into consideration. He said :—

“The alterations made in the Bill by the Select Committee are not numerous.
The changes in sections 2, 4 and 9 merely save appointments made and rules
issued under existing Acts and set out at length definitions for which the Bill
as introduced made necessary a reference to other enactments. We have
amended sections 7 and 15 so as to leave it to the Local Government to lay
down the rules and conditions under which the patwari-cess is to be computed
and payable in the exceptional cases of land being rent-free or rent being payable
in kind or service. It would be inexpedient to force landlords or tenants into
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court for the purpose of having the liability of tenants determined in such cases.
In sections 9, 13 and 15 we have adopted a recommendation of the Local
Government and declared under-proprietors of entire villages in Oudh liable to
the whole rate and entitled to collect the cess from the tenants. This is in
accordance with the practice which prevailed almost universally in the province
before the Act of 1882. Under-proprietors of plots of land not being whole
villages will be treated as tenants and pay the cess only. We have, as suggested
by the Local Government, given landlords in Oudh the same voice in the nomin-
ation of patwaris as is possessed under the North-Western Provinces land law
by the landlords of those provinces.

“With the assent of my hon'ble friend the Finance Member, we have
embodied in section 18 a legislative recognition of the undertaking of the
Local Government, that the present contribution to the patiwari fund by Gov-
ernment shall not be less than 10 lakhs of rupees, and we have made the con-
currence of the Government of India a condition precedent to any reduction of
the grant below that amount, When the landlords and tenants of the provinces
are being called on to pay their share towards an object in which Government as
well as they are interested, it is but fair that Government should pledge itself so
far as it properly can to maintain its part of the burden.

“In the general principle of the Bill we have made no change. The Select
Committee approached the subject with a strong inclination to modify the pro-
visions of the Bill as introduced in favour of the tenant, but the reasons given by
the Lieutenant-Governor in the passage I am about to quote, and the knowledge
that the tenants of both provinces had so benefited by an unusually long series
of prosperous years as to render the payment of a cess of 1 or § per cent. on
their rent a matter of no difficulty, constrained the members to the conclusion
that the principle of the Bill was sound and should be maintained. Sir Auckland
Colvin in his Secretary’s letter of the gth instant, which has been published as
a paper on the Bill, writes as follows :— )

“To the general principle of the Bill no objzctions have been made. The justice of
re-distributing the present cost of the patwari-establishment among the different classes
which profit by its maintenance has not been impugned. It is, in fact, merely a reversion
to the original arrangement by which the patwari, as the servant of the village and not of the
landlord only, was paid by an allotment from the grain heap before the produce was divided
between the landlord and the tenant; with this addition, that the State, which now - derives
great advantages from the statistical information furnished by the village-papers, and which
will be greatly benefited thereby at future periodical revisions of the land-revenue, will
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now make a corrésponding contribution to the total expense. The importance to the
statutory tenant in Qudh, and to the tenant with right of occupancy in the North-Western
Provinces, of the punctual and accurate maintenance of the record by which their rights
are established is obvious, and to the tenant-at-will the advantage is hardly less, as he
depends on the rent-rolls for the correct statement of his rent, and of the continuous hold-
ing which, alter a period of twelve years, secures him a right of occupancy, The justice
of demanding their contribution from the owners of privileged tenures seems too clear to
require discussion, and was recognized in the arrangements which existed in the North-
Western Provinces prior to the passing of Act XIII of 1882; but, if tenants of all classes
are exempted from liability, it is nearly certain that while the privileged tenants, whose
annual payments are guaranteed by law, will escape altogether, the tenants-at-will, whose
interests in the matter, though considerable are not so obvious, will nevertheless be com-
pelled by their landlords to pay at least as much as could be demanded {rom them under
the present provisions of the Bill. Experience has shown that it is impossible to hinder
the landlord from demanding from tenants-at-will any cess which may have been imposed
on theland.” [In this connection I may add that nearly one-half of the tenant cul-
tivation of the North-Western Provinces is in the hands of tenants-at-will, and
that a general exemption of tenants from payment of the cess would leave them to
bear not orily their own share of the cost but probably that of the privileged class
of tenants also.] ‘Moreover, as a result of recent legislation, nearly the whole of the land
in Qudh is held by tenants with statutory rights. The concurrence of the landlords of that
province to the proposed taxation has rested mainly on the understanding that they would be
allowed to recover from their tenants, who are now in a far better position than they were
then, a cess corresponding in principle, though it is considerably less in amount, to the
cess which they were allowed to collect before the legislation of 1882. On the general
principle, then, that the cost of establishment should be distributed, in proportions roughly
correspording to the benefit they respectively derive from it. between the State, the land-
lords and the tenantry, Sir Auckland Colvin has no criticism to offer, and he trusts that
it may be maintained without any material modification.’

“The Committee considered carefully the possibility of exempting from the
cess tenants who might prove that they were paying a share of the cost of the
patwari in the shape of enhanced rent ; but their -enquiries established that no

“workable plan could be devised which would not be attended with greater evils
than those it was meant to provide against. In my remarks on the introduc-
tion of the Bill I stated that an enquiry made under the orders of Sir Alfred
Lyall in 1884 showed that it was impossible to resolve rents then existing into
their component parts so as to say what portion of the rent was to be
remitted on account of the abolished cess. As to thirteen districts of the North-
Western Provinces, it was then proved that no separate patwari-cess ever
existed, or that if it existed it became merged in the rent at a period so remote
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that no memory of it survived. In other districts the cess was merged in the
rent under the Saharanpur Settlement Rulesissued in 1853, or under the Land
Act of 1873. What was held on such good grounds to be impossible in 1884
would certainly be equally impossible in 1889, and under such circumstances to
give a power of re-opening all cases of enhancement throughout the length an:d
breadth of the provinces for many years previous to 1882, in order to ascertain
whether the tenant might now be fairly called on to pay an addition to his rent of
two pies in the rupee, is a course which the Select Committee could not recom-
mend. Such a remedy would be worse than the disease.

“ These are the only points to which it seems necessary for me to call the
attention of the Council on this occasion. My hon’ble friend Sir David Barbour
will no doubt explain the relations between this measure and the financial ar-
rangements of the Government of India in the statement which he is, [ under-
stand, about to make.”

The Hon’ble MUHAMMAD ALI said :—

“ Having had occasion to take part in the discussion of the Patwari Bill in
the Select Committee, I have nothing more to add. The Bill after amendments
is, in my opinion, quite unobjectionable. It is not reasonable that the Govern-
ment alone should bear the whole cost of the patwari establishment to the extent
of thirty lakhs of rupees as it has been doing for the last seven years. As the
keeping of an accurate patwari record is proportionately useful to all the parties
interested in the land, the cost should be borne by each of them in proportion
to the benefit he receives. For this reason the distribution of the cost between
the Government, the zaminddr and the tenant, as made by the Bill, is just and
fair. P

“The expenses incurred by the Government on the occasion of every new
settlement were not less than, on an average, ten lakhs of rupees in every dis-
trict, while the present Bill imposes on Government an expenditure of only ten
lakhs for both the provinces. In view of the great savings of expense likely to
be realised by the Government in future settlements it is only reasonable that
the Government should contribute the aforesaid sum. It is a well known fact
.that people always dislike the imposition of any rate, but when they find (that
the Government is also ready to contribute its share they will have no fair
grounds for complaint.”
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“The Hon'ble SIR CHARLES ELLIOTT said :—*‘ As an old North-West official
to whom the patwari and the patwari-cess have been familiar terms for the last
thirty years, I cannot let the occasion of the passing of the Patwari-cess Bill go
by without expressing my satisfaction at its enactment, and without laying
before Your Excellency’s Council two special grounds for congratulation.
The first is, that this Bill, although it involves the imposition of a cess upon
themselves, is about to be passed into law with the approval of the great land-
holders of the North-Western Provinces as represented by my hon’ble friend
Muhammad Alj, and with the written consent of the influential body of talugdars
of Oudh, who have themselves assisted through the Secretary to the Talug-
dars Association in framing the details of the Bill. It shews that a great step
has been gained in modifying the hitherto somewhat despotic character of the
government of the country, when the Lieutenant-Governor is able to win so
completely the confidence of the landed gentry of his province, when they co-
operate so heartily with him in legislation of this kind, and when they shew
such a wise and statesmanlike patience of taxation.

“The second point I wish to draw attention to is the improvement which
this Bill may be expected to produce in the working of the patwari staff.
There is nothing so important to the agricultural community of the North-
Western Provinces, who comprise about go per cent. of the population, as the
accurate registration of the mutual rights of landlord and tenant. It is well
known that a great reform has taken place of late years in the completeness and
accuracy of the village-records—a reform with whichthe name of Sir Edward Buck
is honourably connected. But the basis of this reform rests on the education, disci.
pline, supervision and proper payment of the patwari. As long as the sum which
could be devoted to paying the patwari staff depended on the amount which
could be spared from the provincial treasury, on which a thousand other demands
were being constantly made, so long there was little hope of obtaining such
increased grants as were necessary to meet the constantly expanding wants of
the establishment. Now that the old system of a cess has been restored, we
have got a fund which acts automatically in the right direction. As new land is
broken up and cultivated, as fields are subdivided, and competition for land
causes rents to rise, the patwari’s work of record increases, and with it increases
the annual value of the village on which the patwari-cessis based. 1 trust, there-
fore, that this Bill, in addition to the relief it gives to ‘the imperial treasury, will
have the secondary and, as it were, accidental advantage of strengthening the
hands of the Revenue and Agricultural Department, and enabling it to carry out

B
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more completely than before the objects which were defined by the Famine Com-
mission and accepted by the Government of India nearly ten years ago, but which
have been to some extent retarded by that eternal want of pence which is the
most constant check on all attempted reforms in administration.”

The Hon'ble SIR DAVID BARBOUR said : —

“ The Bill which we are now considering was introduced mainly, but not
solely, with the object of adding to the revenue, and I will therefore take this
opportunity of explaining the present state of the finances.

“It will not be necessary for me to go into great detail, as the Financial
Statement is published to-day and a copy of it has been furnished to each
Member of Your Excellency’s Council, but for the purpose of obtaining a correct
general view of our present financial position it will be well to go back a little
and to briefly indicate the financial position of two years ago, when the State-
ment for 1887-88 was made.

““Revised Estimates of 1888-89.

“ The Estimates of 1887-88 as originally framed in March, 1887, showed a
surplus of Rx. 16,700, representing practically a bare equilibrium of Revenue
and Expenditure.

 The trifling surplus shown in the Budget Estimate of 1887-88 has proved,
on closing the accounts of the year, to have become a deficit of Rx. 2,028,832.

“The deterioration in the financial position which led to this result manifested
itself in the course of 1887-88, and steps were taken towards the close of the
year to add to the revenue by the imposition of fresh taxation. The measures.
adopted for this purpose were the following :—

(1) the raising of the rate of the duty on salt from Ra to R2-8 a maund, -
with effect from the 19th January, 1888, except in Burma, where
the rate was raised from 3 annas to R1 a maund ;

. (2) the imposition-of a duty on the import of petroleum with effect from
the same date; and

(3) the extension of the Income-tax Act to Lower Burma, from 1888-89.

“ These measures were estimated to produce about Rx. 1,900,c00; but, as
they were introduced in the end of 1887-88, they had but little eflect on the
Revenue of that year.
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“The full effect of the measures just referred to would be felt in 1888-8,
and the Budget Estimates of that year, which is now about to close, showed a
deficit of only Rx. 698,000 after including in the expenditure of the year a sum
of Rx. 1,121,500 for Special Defence Works. If the Expenditure on Special
Defence Works had been excluded, the Estimates would have shown a surplus
of Rx. 423,500. The financial position has, I regret to say, been again affected
injuriously by various influences during the progress of the year. On the
expenditure side we have had to allow for a considerable fall in Exchange. In
the Estimates the rupee was taken at 1-4'9; the rate actually received has
been 1-4'38—a fall of more than a half-penny per rupee, which adds Rx. 684,400
to the expenditure of the year. There has also been unforeseen expenditure,
estimated at Rx. 387,500, on Military Expeditions—being Rx. 142,500 on the
Black Mountain Expedition and Rx. 210,000 on account of Sikkim, besides
Rx. 35,000 on account of the Lushai Expedition. The Revenue Account has
been affected by a reduction in the quantity of salt that has paid duty, and
there have been short crops in some part of India—a condition which exercises
an injurious effect on the revenue generally.

“In face of these adverse circumstances it will be a surprise to most people
to learn that, including expenditure on Special Defence Works, we now estimate
for a deficit of Rx. 201,700 as against the deficit of Rx. 698,000 which was anti-
cipated in the Financial Statement of March last, and, if the cost of Special
Defence Works be excluded, for a surplus of Rx. 616,600 as against the previous
estimate of Rx. 423,500. Although the improvement is due in some respects
to what may be termed accidental and temporary causes, yet, on the other hand,
some of the influences which have adversely affected the finances of the year
are of a precisely similar character, and the final result is not unsatisfactory.

“1 shall now explain the various causes which have tended to modify the
Budget Estimates of 1888-8g.

“The Revenue of the current financial year 1888-89 was estimated in March
last at Rx. 80,010,500; it is now estimated at Rx. 81,585,500, an improvement
of Rx. 1,575,000.

“The Expenditure proper of 1888-89 was estimated at Rx. 81,192,100 and
the Provincial adjustment at minus Rx. 483,600, giving a total charge against
Revenue of Rx. 80,708,500, the deficit being Rx. 698,000. What is meant by
a minus Provincial adjustment of Rx. 483,600 is that the-total Provincial
Expenditure of the year was estimated to exceed the total Provincial Revenue
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by Rx. 483,600, and this sum was consequently shown as a charge against the
accumulated balances of former years, and not against current Provincial
Revenue.

«“The Expenditure properly so called is now estimated at Rx. 81,584,100, and-
the Provincial adjustment at plus Rx. 203,100, giving a total charge against
Revenue of Rx. 81,787,200, being an increase over the former estimate of
Rx. 1,078,700. The increase of Revenue over the Estimate has exceeded the
increase of Expenditure chargeable against that Revenue by Rx. 496,300, and
the estimated deficit has been. reduced by that amount and now stands at
Rx. 201,700 instead of Rx. 698,000.

“ Revenue of 1858-89.

“ The increase of Revenue for which we have to account is Rx. 1,575,000,
‘and it is due mainly to increases uncer the following heads :(—

! Rx.
Receipts under Exchange . . . . . . 536,800
Railways . . . . . . . . « 243,300
Interest . . . . . . . . . 182,500
Forests . . . . . . . . « 154,100
Land-revenue . . . . . . . . 111,800
Post Office, Telegraph and Mint . . . . 109,100
Opium . .. . . c e . 107,000
Excise . . . 96,200
Irrigation . . . . . . . . . 80,200
Stamps . . . . . . 77,800
Assessed Taxes . . . . . . . . 56,800

ToTtaL . 1,755,600

“The total increase under these heads comes to Rx. 1,755,600, and there
are increases under other heads amounting ir the aggregate to Rx, 283,300,
and making the total increase of Revenue under certain heads no less than
Rx. 2,038,800. On the other hand, there is a falling off of Revenue under
certain heads amounting to Rx. 463,800; of this sum the falling off under Salt
accounts for no less than Rx. 445,600, leaving Rx. 18,200 as the total falling
off under the remaining heads. The net increase of Revenue, as already
explained, is Rx. 1,575,000,

“ In attempting to present an intelligible statement of a subject so extensive
and complicated as the financial position of British India, more would be lost
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than gained by going into minute details and attempting to explain every petty
fluctuation in Revenue and Expenditure due to ordinary causes. I shall,
therefore, confine myself to dealing with those variations in Revenue or Expen-
diture which are due to important or special causes, and which have had a
perceptible influence on the financial results of the year.

“The head under which the greatest increase of Revenue is anticipated is
Exchange, and the increase is no less than Rx. 536,800.

“ The-zeceipts-inder Exchange arise from the net gam accruing to Govern-.
ment in consequence of certain remittance transactions being carried out by it,
under contract or as concessions, at a rate of exchange different from the
average rate obtained by the Secretary of State by the sale of bills and tele-
graphic transfers on India. These receipts occur chiefly in connection with
the contracts with Guaranteed and Subsidized Railways, with transactions with
Her Majesty’s Imperial Government, with family remittances of officers serving
in India, and with remittances for the purchase of stores through the Secretary
of State for Local Bodies and Native States.

“The very large amounts of revenue accruing in this way in the current and
past years have been due almost entirely to the heavy transactions of the
Subsidized Railway Companies. Transactions are carried out at contract rates
which are more favourable than the market rates, and a gain is made.in this way
which increases as the market rate falls below the contractrate. Of course, this
is not a source of gain to which we can permanently look forward, and we run
the risk of loss when the reverse transaction takes place, as well as when the
rate of exchange is rising instead of falling.

“ The large difference between the Budget and Revised Estimates of the
current year under this head is due partly to the fall in the rate of exchange since
the Budget Estimate was prepared, but mainly to no provision having been
made in the Budget Estimate for the gain, now -estimated at Rx. 266,000,
accruing from the payments made to the Railway Companies in England, as the
question whether this should be treated as current revenue was under the consi-
deration of the Secretary of State at the time the Estimates were prepared, and
credit was not taken for it. The gain accrued mainly in connection with
transactions relating to the Indian Midland, the Bengal-Nagpur, the Southern
Mahratta and the various Guaranteed Railways.

“ Increased Railway receipts account for an improvement of Rx. 243,300,
and, as the receipts under this head are intimately connected with the expendi-

C
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ture on working expenses and surplus profits of Guaranteed Companies, I propose
to deal with both the Revenue.and the Expenditure at the same time, thus anti-
cipating to some ‘extent what it would -otherwise be necessary to say hereafter.
The improvement in Railway Revenue amounts to Rx. 243,300, but there is an *
increase of Rx. 393,300 in Expenditure (including Exchange), so that the net
result in the Railway Account is a deterioration of Rx 150,000,

“ The following are the increases or decreases under the Revenue heads of

the Railway Account :—
Increase + and

Decrease—

Rx.
State Railways (gross receipts) . . . . . =500
Guaranteed Companies (net traffic receipts) . . .+ 247,500

Subsidized Companies (repayments of advances of interest) . —3,700

ToTAL . 243,300
E——
“The gross earnings of State Railways are almost the same as in the
original Estimate, but there are considerable increases and decreases in the case
of particular lines.

“ The main fluctuations are as follows :—

Increase. Decrease.
State Railways (gross receipts)— Rx.’ Rx.
East Indian . . . . . . 250,000
North-Western . . . . . . 150,000
Rajputana-Malwa . . . . . 95,000
Eastern Bengal . . . . . . 70,000
Guaranteed Companies (net traffic receipts)—
Great Indian Peninsula . . . . 270,000

“ The serious falling off on the East Indian Railway is ascribed to a variety
of causes, amongst which may be enumerated the cessation of an abnormal
traffic in the previous year caused by scarcity in the North-Western Provinces,
a continued falling off in the traffic of wheat and grains from Upper India,
certain writes-back due to overcharges, and, possibly, a diversion of traffic con-
sequent on the opening of the Indian Midland Railway.

‘ On the other hand, the grain traffic of the North-Western Railway, which
fell off so much in the previous year, has revived to a great extent ; the Rajputana-
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Malwa and Eastern Bengal Railways have both had prosperous years, the jute
season having been extremely favourable for the latter Railway.

“The total increase of expenditure in the Railway Account amounts to
Rx. 393,300, which is mainly due to the loss on sterling payments owing to the
fall in Exchange.

“ The rupee expenditure in India has only increased by Rx. 86,400, and the
expenditure in England by only £37,100 (true sterling), but the conversion of
the sterling payments on account of interest and annuities (which amount to
£5,652,600 (true sterling) ) into rupees at a lower rate of exchange than was
taken in the Budget Estimate raises the total increase to no less than
Rx. 393,300.

“It should also be explained that a more unfavourable exchange adds to the

- working expenses, under the head of Indian Expenditure, by increasing the

rupee price of stores procured from England, though, owing to the system of
accounting, this factor does not appear separately in the Accounts,

“It is possible that up to the present this loss by the fall in exchange may
have been to a great extent met by a corresponding fall in English prices; but
with prices constant it is obvious that an unexpected fluctuation in exchange
would have a considerable effect on working expenses.

“The increased receipts under Interest appear in the Home Accounts, and
are due to the Secretary of State having, as explained hereafter, raised the loan
required for purchase of the Oudh and Rohilkhand Railway earlier than it was
actually required. This had the effect of placing a large cash balance at his dis-
posal, most of which he was able to lend out temporarily at interest,

“The increase of Revenue under Forests is Rx, 154,100, byt there ;15 an
increase of Expenditure on the other side of the Account amounting to
Rx. 39,700, and making the net improvement Rx. 114,400. This increase is
due mainly to increased receipts in Upper and Lower Burma. The increase
in Upper Burma is Rx. 81,500, and includes a payment of Rx. 37,700 by the
Bombay-Burma Trading Company on account of previous years. The increase
in Lower Burma amounts to Rx. 84,700. The increased expenditure is mainly
due to the payment of Rx. 43,400 to the Trading Company just referred to
in satisfaction of a claim agaipst the late Government of Upper Burma, and of
Rx. 10,000 on account of expenditure incurred by the Company for guards
owing to the disturbed state of the country. '
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“In the Budget Estimate for 1888-89 the total Land-revenue, including
the portipn due to Irrigation, which is shown in the Estimates under the Irriga-
tion head of account, was estimated at Rx. 23,680,800. The Revised Estimate
now shows a net increase of Rx. 111,800.

““ Considering the magnitude of the Revenue under this head in the different
Provinces, the various items of increase and decrease are of little importance,
with the exception of increases of Rx. 103,100 in Bombay, of Rx. 78,500 in
Madras and of Rx. 36,200 in Upper Burma, and a decrease of Rx. 71,500 in
Lower Burma. The decrease in Lower Burma is due entirely to the post---
ponement of the date of the Land-revenue demand in two districts, which
transfers Rx. 87,000 from 1888-89 to 1889-9o. The increase in Bombay is
stated to be due to prompt realisation of the demand; that in Madras is due to
land newly brought under cultivation having raised the demand of the year and
to expected advance collections, and in Upper Burma to growing receipts in .
that Province as order is established. The decrease in Bengal and the North-
Western Provinces reflects the influence of an unfavourable season and poor
crops in some places. )

“The increase of Revenue under the group which comprises Post Office,
Telegraph and Mint is made up as follows :—

Rx.
Post Office . . . . . . . 49,800
Telegraph . . . . . . . . 33,400
Mint . . . . . . . . 25900

TotaL . 109,100
“The increased revenue of the Post Office is due to the steady growth of the
Department ; the receipts of the Telegraph Department have increased from
a similar cause and from the extension of private lines; while the increased
revenue of the Mint is due to a larger amount of copper coin passing into cir-
culation than was taken credit for in the Estimates.

“The increase of Rx. 107,000 in receipts from Opium is entirely due to
the rise in the price of the Bengal drug. The increased revenue from this source
alone has been Rx. 444,600, against which has to be set a reduction of
Rx. 333,000 in duty on exports of Malwa Opium and a small falling off of
Rx. 4,600 under other heads. The average price of Bengal Opium has been
Ri,120 a chest, as against an estimate of R1,042. In the Budget Estimate it
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was anticipated that duty would be paid on 35,350 chests of Malwa Opium. It is
now expected that duty will be paid on only 30,300 chests. The rise in the price
of the Bengal drug, and the reduced exports of Malwa, appear to have been
due to short crops both in China and Malwa.

“ The increase of Rx. 56,800 in Assessed Taxes is mainly due to the fol-
lowing changes: In the “India” Account an increase of Rx. 23,100 chiefly in
interest on Government securities; in Bengal Rx. 5,000 due to revision of
assessments and realization of arrears; in Madras Rx. 10,000 from revision of
assessments, and in Bcmbay Rx. g,200. — -

“The year 1887-88 was the second in which the Income-tax of 1886 was
in operation, and it may be of interest if [ state here that the smoother
working of the administrative machinery is indicated by the reduction in the
number of objections from 100,428 to 72,571, in the amount refunded from
Rx. 27,067 to Rx. 19,949, and in the cost of collection from Rx. 50,157 to
Rx. 28,679. The net collections amounted to Rx. 1,382,808, and exceeded
those of the previous year by Rx. 105,297.

“The estimated falling off in the Salt-revenue is Rx. 445,600, and it is due
to a reduction in the quantity of salt on which duty was paid. The question of
the causes which have brought about this reduction is of importance, because
it has followed the increase of duty which took place towards the close of last
year. [ shall deal specially with this matter hereafter. Further details of the
less important variations in the revenue of the year will be found in the Financial
Statement and I need not repeat them here.

“ Expenditure of 1888-89.

“ Turning to the Expenditure side of the Account, we find a total increase in
Expenditure proper of Rx. 392,000, as well as an alteration in the Provincizl
adjustment of Rx. 686,700, the result appearing as an increase on the whole
Account of Rx. 1,078,700,

“Itwill be convenient, in the first place, to divide the total increase of
Expenditure into its three component parts of (1) rupee expenditure in India,
(2) sterling expenditure in England, and (3) exchange.

“In. ;he Indjan or rupee expenditure there has been an increase of
Rx- sqasoo in lmPenal expenditure and a reduction of Rx. 254,400 in Pro.
vincial expenditure. In the English or sterling expenditure there is a decrease

D
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of £168,400 (true sterling), and, notwithstanding this reduction in the gold
payments, an increased charge on account of Exchange of no less than
Rx. 606,000. If the sterling expenditure had equalled the Estimate, the
increased charge for Exchange would have been Rx. 684,400. This increased
charge on account of Exchange is due of course to the Budget Estimates
having been calculated in March last at an exchange of 1s. 4'9d. per rupee,
while in the Revised Estimate we have only been able to take 1s. 4384,

“The principal heads under which increases of expenditure have occurred
are the following :—

Increase.
Rz,

Army . . . . . . . . . « 402,500
Railway Revenue Account . . . . . . 393300
Interest on debt . . . . . . . 189,100
Opium ., . . . . . . « 93800
Superannuation Allowances and Pensions . 88,800
Political . . . . . . . . 51,800
Irrigation . . . . . . . . 48,500

Forests ., . . . . . . . . . 39,700

TotAL . 1,307,500

“The aggregate increase under these heads comes to Rx. 1,307,500. Minor
increases under other heads come to Rx. 166,700, making a total increase of
Rx. 1,474,200, Against this figure must be set decreases amounting to
Rx. 1,082,200, of which the following are the most important :—

Decrease.
Rx.

Special Defence Works . . . . . . 303,200
Civil Works . . . . . . . . . 221,600
Land-revenue . . . . . . . . « 145,200
Stationery and Printing . . . . .. . 71,000
TotaL . 741,000

e —

“The explanations of the increased expenditure under the Railway Revenue
Account and Forests have already been given.

~ “The increased cost under Army is accounted for by an increase of
Rx. 210,000 in India, of £16,000 (true sterling) in England, and of Rx. 176,500
for Exchange. The increase in India is due to the Sikkim, Black Mountain-
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and Lushai Expeditions already mentioned, to the rupee payments to British
troops having been increased by the fall in the rate of exchange, and to the
introduction of the practice of fixing the rate of exchange for the issue of pay
to British troops serving in India for the half-year only, instead of for the
whole year, and to higher expenditure on account of dearness of provisions
and forage (including compensation paid to Native troops on this account).
These increases were balanced to some extent by considerable savings in Mili-
tary expenditure in Burma.

“The increased charge of Rx. 189,100 on account of Interest on debt is
made up of an increase of £68,100 (true sterling) in England, and a decrease
of Rx. 27,400 in Iudia, p/us an increase of the charge for Exchange amounting
to Rx. 148,400. The increase in the English sterling payment is due to the
loan for the purchase of the Oudh and Rohilkhand Railway having been raised
before it was actually required. There is a corresponding receipt owing to the
Secretary of State having been able to lend a portion of his surplus balance.

* The increase in the charge for Opium is due to a larger crop than was
anticipated, and the increase under Superannuation Allowances and Pensions of
Rx. 88,800 is due, to the extent of Rx. 72,800, simply to the increased
exchange on the sterling payments made in England.

“ The increased Political charge of Rx. 51,800 is chiefly due to the payment
of arrears of the subsidy of the Amir of Afghanistan, as well as to an advance
payment on the same account of Rx. 20,000.

“The increase in expenditure under Irrigation is the net result of a great
many variations, amongst which may be mentioned a heavy increase in the Punjab
(Rx. 26,300) to repair damages by flood, and the classification of the Khushdil
Khan Reservoir (Rx. 26,124) in Biluchistan as a work to be constructed from
Revenues instead of from Loan Funds, as was originally intended.

“The decrease of Rx. 303,200 in the estimated expenditure on Special
Defence Works is mainly due to a- decrease in the estimated expenditure in
England of £186,300 (true sterling) caused by the fact that payments for heavy
guns for arming the Indian defences were not made as rapidly as was expected.

“The decrease in the expenditure on collection of Land-revenue is dis-
tributed over the several Provinces. '
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“ The alteration in the Provincial adjustment arises in the following manner :—

“ The original Estimate of Provincial Revenue was Rx. 21,668,100, and of
Expenditure Rx. 22,151,700, giving a Provincial deficit of Rx. 483,600, which
represents the Provincial adjustment of the Budget Estimate of 1888-89.

‘“ The Provincial Revenue of the year is now taken at Rx. 22,100,400, and
the Provincial Expenditure at Rx. 21,897,300, giving a surplus on Provincial
Account of Rx. 203,100, which represents the Provincial adjustment of the
Revised Estimate. As already stated, the net result of the transactions of
the whole year is that the deficit of Rx. 698,000 estimated exac:ly a year
ago now promises to be reduced to a deficit of Rx. 201,700.

“ Estimates of 1889-90,

“The financial problems and difficulties of 1888-89 will soon be a matter of
history, The all-important question of to-day is the financial position of the
coming year.

““The Revenue of the coming year 1889-go is estimated at Rx. 82,935,300,
and the total Expenditure at Rx. 83,469,800.

“The Provincial adjustment for the year is estimated at minus Rx. 640,800,
and consequently the expenditure chargeable against the Revenue of the year is
Rx. 82,829,000 and the estimated surplus is Rx. 106,300. This surplus is
obtained after including in the -expenditure of the year a sum o
Rx. 1,102,900 on account of the cost of Special Defence Works. Exchange
has been taken at 1s. 4'384.=1 rupee.

“A comparison of the Budget Estimates of 1889-go under the different
heads with the Budget Estimates of 1888-89 will show the progress of Revenue
and Expenditure during the year which is now drawing to a close.

“ Before, however, proceeding with this comparison, it is necessary to give
some explanation of a special arrangement which has had a considerable
influence on the Estimates of the coming year. It was explained in the Financial
Statement for 1887-88 that the Provincial Contracts had been renewed with Local
Governments for a further period of five years from 1st April, 1887. The average
annual gain to Imperial Revenues during the period of revision was stated to be
Rx. 550,000, in addition to which a greater share in the improvement of the reve-
nug was secured under the new arrangements. [ have already explained that
the continued fall in exchange and other causes compelled the Government to
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raise the duty on salt and to impose a tax on imported petroleum. The Secre-
tary of State, in sanctioning this additional taxation, examined and reviewed
the financial relations between the Imperial and Provincial Governments, and
pointed out the inequality of the existing arrangements which secure freedom
from financial difficulties to Local Governments while the Supreme Government
may be passing through a phase of acute embarrassment. The Government
of India was requested to reconsider the propriety of arrangements which
protected Local Governments from sharing in the financial responsibilities of
the Empire, and from contributing to their relief.

“Proposals for an alteration in the financial relations between the Supreme
and Local Governments, which virtually had the effect of terminating the Pro-
vincial Contracts of 1887-88, were made on 2nd October last, These proposals
met with much opposition, and it was decided to postpone decision on the
questions involved. It was, however, settled as a temporary expedient that each
Local Government, except the Punjab, should make a contribution in aid of Im-
penial Revenues in 1889-9o. The total of this contribution is Rx. 740,000, and,
with scarcely an exception, Provincial resources ‘are so ample that the contribu-
tion has been made without seriously affecting the financial position of any of the
Local Governments.

“The contributions made by the several Local Governments are as follows :—

- Rx.
Central ‘Provinces . . . . L 30,000
Burma . . . . . ' . - 50,000
Assam . . . . . . . . 10,000
Bengal . . . . . . . « 100,000
North-Western Provinces . . . . « 200,000
Madras . . . . . . . « 175,000
Bombay . . . . . . . + 175,000

ToTAL + 740,000

1
‘“In the case of the North-Western Provinces and Oudh and Lower Burma
the contributions will be permanent. In the former case the Local Govern-
ment will be reimbursed its contribution by receiving the proceeds of the
Patwari-cess now about to be re-imposed; in the case of Lower Burma the
financial position of the Province has so far improved in recent years that a
special annual grant of ‘Rx, 47,900, made to it in 1887-88, has beeii simply

resumed. -

E
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“The important ‘and difficult question of the nature of the future financial
relations between the Supreme and Local. Governments remains for future
consideration.

“ Revenue of !889-9'0.

“The Revenue of the year 1888-89 was estimated in March last at
Rx. 80,010,500, and the Revenue of 1889-gois now estimated at Rx. 82,935,300.
The increase is Rx. 2,924,800.

“The following are the principal heads under which the increase occurs :—

Increase.
Rx.

Railway Account . . . . . . 1,501,800
Land-revenue . . . . . . 301,200
Provincial Rates .o . . . -« 244,700
Post Office, Telegraph and Mint , . S 197,400
Irrigation . . . . . . .. 130,600
Excise . . . . . . 117,800
Receipts under Exchange . . . . . 112,300
Stamps . . . . . . . . 105,100
Forest . . . . . . . . 98,000
Assessed Taxes . . . . . . 63,500
Customs . . . . . . . 49,300

ToTAL . 2,921,700

“The total increase under the heads just specified comes to Rx. 2,921,700,
leaving a balance of Rx.-3,100 unaccounted for, which is the net result of varia-
tions under other heads of which the most important are a decrease of Rx. 193,900
under Opium, and of Rx. 92,600 under Salt.

“In the Budget Estimate of 1888-89 the receipts from Railways were
estimated at Rx. 15,184,700. For 1889-9o they are estimated at Rx. 16,686,500,
giving the increase of Rx. 1,501,800. If- we consider the expenditure side of
the Account, however, we find that the estimated expenditure of Rx. 17,299,600
in 1888-89 has risen to Rx. 18,713,100 in 1889-go, showing an increase of
Rx. 1,413,500 ; the net improvement in the Railway Revenue Account is,
therefore, only Rx. 88,300.
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“The variations in receipts of the Railway Account fall under the following
heads :— - Increase+
Decrease—
Rx.

State Railways (gross receipts) . . . . . 41,362,600
Guaranteed Companies (net traffic receipts) .- . . +155000
Subsidized Companies (repayment of advances of interest) —15,800

ToTAL . Rx. 1,501,800

“The increased receipts of State Railways shown in the above figures are not
altogether real, as they are exaggerated by the transfer of the Oudh and Rohil-
khand Railway to this head from that of Guaranteed Railways. The line was
purchased by the State on 1st January, 1889, so that the transactions relating
to it, which were entered in the Budget of 1888-89 for nine montns under
Guaranteed Railways and for three months under State Railways, now appear
in the Budget for 1889-go wholly in the latter category.

“The principal increases and decreases of receipts occur in connection with
the following lines :—

STATE. Increase+
Decrease—
Rx.
East Indian Railway . . . . . . —240,000
Rajputana-Malwa . . . . . . + + 100,000
Bengal-Nagpur . . . . . . » 95,000
Tounghoo-Mandalay . . . . . « +8s5,000
Eastern Bengal System . . . . ' . . +90,000

Oudh and Rohilkhand . . . .
Indian Midland . . . .

. . . <4 550,000

. + + 400,000
North-Western Railway . . . . . . .+ 200,000
Mysore Railway . . . . . . . . +54,600
ToraL « 1,334,600
—_————
GUARANTEED. (Net Receipts.)
Rx.
Madras . . . . R . 20,000
South Indian . . . . . . . . 40,000
Bombay-Baroda . . . . . . . 15,000
Great Indian Peninsula . . . . . . « 310,000
Oudh and Rohilkhand . . . . . *  =230,000

TotaL . +155,000

i —
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“The cause of the increase and decrease in the case of the Oudh and
Rohilkhand hne has been explained. In the case of the Indian Midland,
Bengal-Nagpur, Tounghoo-Mandalay and Mysore Railways it is due to the
opening of additional lengths of line.

“ On the remaining lines noticed, the estimate has been fixed principally on
a consideration of the current year's results. The very serious falling off on
the East Indian Railway has been explained in dealing with the Revised Esti-
mate. The opening of the Indian Midland will probably still further affect the
receipts, but to what extent it is impossible to foretell.

“ The falling off i5 fortunately more than covered by the increase on the Great
Indian Peninsula line. The estimated gross receipts of this line show an antici-
pated increase of Rx. 400,000 over the Budget of the year about to close ; the
estimate is based on the traffic of the past twelve months, which has shown a
steady improvement, likely not only to be maintained but to be still further aug-
mented by the dpeni’ﬂg‘ of the ‘Indian Midland and Bengal-Nagpur Railways.
The opening of the Indian Midland may, on the other hand, tend to reduce the
earnings of the Rajputana-Malwa and Bombay-Baroda lines; so that there is con-
siderable uncertainty in framing the Estimates this year of individual lines : taken
as a whole, the estimate is likely to prove a fairly correct one.

“Turning to the Expenditure side of the Railway Account, it will be found
that there has been an increase of Rx. 1,177,900 in the Indian or rupee portion of
the transactions, a decrease of £11,600 (true sterling) in the English expendi-
ture, and an increased charge of Rx. 247,200 on account of exchange.

“The increase in working expenses of State Railways is mainly due to the
Oudh and Rohilkhand Railway being treated as a State line for the whole year,
to the opening out of new lines, and to increase of traffic on lines already
open.

‘“ An item appears for the first time in the Estimates, namely, ‘ Interest
chargeable against Companies for advances of Capital.’ [t represents interest
on moneys:raised directly by the Secretary of State, under the provisions of the
Oudh and Rohilkhand Railway Purchase Act, to meet expenditure incurred by
Companies in preference to allowing Companies to borrow themselves. It is
found that Capital can be raised on more favourable terms in this way.

“ The-increase in the charge against Revenue for Exchange is wholly due to
the fall in value of the rupee, the estimated sterling expenditure, other than on
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account of Revenue stores, being actually less than in the current year; in addi-
tion to the amount shown on this account, a large sum, representing a further
loss, is concealed in the working expenses, as I have already explained.

“ Considering the very heavy increased burdens on account of the fall in
exchange, and bearing also in mind the fact that in recent years a very large
amount of Capital has been expended on lines for the defence of the Frontier,
which cannot be expected to prove fully remunerative, a net improvement, though
only of Rx, 88,300,-carnot be considered unsatisfactory.

““ The rapidity with which the construction of Railways has been pushed on
and the fail in exchange have had an injurious influence on the net results of the
Railway Revenue Account in recent years.

“ The net loss on the Railway Account has increased from Rx. 1,044,203 in
1880-81 to Rx.-2,026,600 in the Estimates of 1889-go.

“ Between March, 1880, and March, 1889, the number of miles of Railway
open for traffic has increased from 8,382 to 13,671, or by more than 63 per cent,

“ The average yearly expenditure of capital on Railways for the interest on
which Government is directly or indirectly responsible has been Rx. 7,197,000,

“Land-revenue (including the portion due to Irrigation) is estimated to
increase by Rx. 340,300, distributed over the several Provinces.

“ Provincial rates are estimated to increase by Rx. 244,700, due mainly to
the receipts expected from the re-imposition of the Patwari-cess. The Revenue

classed under this head is appropriated to local purposes and shown in the Local
column in the Estimates.

“The receipts under Irrigation are expected to increase by Rx. 1,30,600,
but there is an increased charge of Rx. 32,400, giving a net improvement of

Rx. ¢8,200.

“The increase in Revenue is due to increase of direct receipts from Irrigation
in the North-Western Provinces and the Punjab, and to an increase in the Land-
revenue due to Irrigation in Madras and Bombay. The increased expenditure

is chiefly due to increase in the charge for interest owing to additional capital
expenditure. ' :

F
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“ Post Office, Telegraph and Mint.—The net account of these Departments
is expected to improve as follows :—

Improvement.
Rx,
Post Office . . . . . . . . . + 63,300
Telegraph . . . . . . . . . + 26,400
Mint , . . . . . . . . . + 21,600
ToraL + +111,300
—

“The improvement in the case of the Post Office is due to steady progress of
the Department. The figures just given do not ptofess to be the result of a strict
Profit and Loss Account of the working of the Departments concerned. They re-
present merely the difference between the Revenue and Expenditure as recorded
in the Accounts and Estimates, but they are sufficient for the purpose of indicat-
ing the financial progress of the Departments.

“The increase of Rx. 117,800 in the case of Excise and of Rx. 103,100
in the case of Stamps is generally distributed over the several Provinces with
the exception of Bengal, where a decrease of Rx. 50,000 in Excise-revenue is
anticipated on the ground that the unfavourable crops and the changes which
are being introduced in the management of the Excise may have an unfavour-
able effect on the Revenue for a time.

“The increase in Customs (Rx. 49,300) is mainly due to large exports of
rice anticipated from Burma in 188¢-go.

“ The Petroleum-tax when it was first imposed was expected to give a
Revenue of Rx. 100,000 on a total import of 32,000,000 gallons. It is expected
to give in the current year a Revenue of Rx. 115,000 on an import of 38,000,000
gallons ; and for 1889-go it is expected to give Rx. 120,000.

“T1 have already explained the nature of the Receipts under Exchange.
In the Budget Estimate of 1888-89 these Receipts were estimated at
Rx. 415,000 in the Revised Estimate for that year the figure has been rajsed
to Rx. g51,800, due largely to the addition of a credit, now estimated at
Rx. 266,000, which was not included in the original Estimate owing to a differ-
ence of opinion as to the proper method of dealing with it in the Accounts. The
estimate of these receipts in 1889-gois Rx. §27,300. The large decrease as
compared with the Revised Estimate is due to reduced capital expenditure on
some of the Subsidized Railways now approaching completion. T
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““In the case of Forests the improvement expected in Revenue is Rx. 98,000,
against which must be set an increase of expenditure amounting to Rx. 30,700,
giving a net improvement of Rx. 67,300. This improvement is due to increased
Revenue in Upper and Lower Burma.

“Under Assessed Taxes the increase of Revenue is expected to be

Rx. 63,500. The expectation of an increase is based on the results of the
current year.

“The décrease of Rx. 193,900 under Opium is due to an increase of
Rx. 159,600 under Bengal opium, the selling price having been taken at
R1,070 mstead of Ri1,042 as in the current year’s Estimates, and to a de-
crease of Rx. 347,000 under Malwa Opium, owing to an expected reduction in
the number of chests exported from 35,350 to 30,000.

“For Salt we have taken a moderate estimate of Rx. 8,029,900, which is
Rx. 333,000 more than the Revised Estimate and Rx. 92,600 less than the
Budget Estimate for the current year. A large increase over the receipts of the

current year is expected, as the falling off this year is mainly due to unfounded
rumours of an immediate reduction of the duty.

“This concludes what I have to say on the Estimates of Revenue for 1889-90,
and I now turn to the question of Expenditure.

“ Expenditure of 188g=-go.

“ The Expenditure of 1889-go is estimated at Rx. 83,469,800 as compared
with an estimated expenditure of Rx. 81,192,100 for 1888-89, showing an in-
crease of Rx. 2,277,700,

* The Provincial Adjustment is minus Rx. 640,800 as against an adjustment
of minus Rx. 483,600 in the Estimates of 1888-8g.

“The increase of Rx. 2,277,700 is made up of an increase of Rx. 1,651,500
in the rupee portion of the Account, of a decrease of £39,700 (true sterling) in
the Home Account, and of an increase of Rx. 665,900 in Exchange. The
increase in Exchange of Rx. 663,900 is almost entirely due to the fall in the
value of the rupee; the alteration in the rate of exchange for converting the
pay of the British troops, which is fixed in gold but payable in rupees; adds
an additional charge to the Military expenditure of about Rx. 195,000, so that
the additional expenditure for which the Government of India has to provide
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has been increased in one year by Rx. 860,900 on account of the fall in Ex-
change, excluding the effect which the fall in exchange may have had on the
rupee cost of stores.

“1t will facilitate explanation of the various increases or decreases if the
heads of expenditure are dealt with in the first instance according to the group-
ing which is generally adopted in the Accounts.

“The figures I am about to quote show the groups under which (I) in-
creases and (I1I) decreases have occurred : — o

Expenditure
Increased.
L
Rx.
Railway Revenue Account . . . . . + 1,413,500
Army . . . . . . . . . 1,005,700
Salaries and Expenses of Civil Departments . . . 192,900
Post Office, Telegraph and Mint . . . . . 86,100
Irrigation . . . . . . . . 32,400
Famine Relief and Insurance . . . . . . 27,300
ToTAL e 2,757,900
Expenditure
Decreased.
IL
Rx.
Interest . . . . . . . . . 149,800
Direct Demands on the Revenue . . s . . 133,000
Buildings and Roads . . . . 110,500
Miscellaneous Civil Charges . . . . . . 34,700
Construction of Railways (charged against Revenue) . . 33,600
Special Defence Works . . . . . . 18,600

ToTAL o 480,200

“The aggregate of increasesis Rx. 2,757,9c0o and of decreases Rx. 480,200,
giving a net increase of Rx. 2,277,700.

“The causes of the increase under Railway Revenue Account, Post Office,
Telegraph and Mint, and Irrigation have already been explained.

“By far the most important of the other increases is that under Army.
The total increase of Rx. 1,005,700 is made up of an increase in -rupee expen-
diture of Rx. 477,000, in English expenditure of £243,500 (true sterling), and
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of Rx. 283,200 under Exchange. The increased charge for Exchange is chiefly
due to the fall in the value of the rupee, and the increases of which special
explanation is necessary are an increase in the Indian Estimates of Rx. 477,000,
and an increase in the English Estimates of £245,500 (true sterling).

“Taking the latter item first it may be said with practical accuracy that
the increase in the Home Expenditure is due to provision made for the purchase
of magazine rifles and 12-pounder breech-loading guns. However much the
Government of India may regret that it should be necessary to incur such
expenditure, it-is not possible to avoid it without placing the Indian Army in a’
position of inferiority as compared with that of other countrics. The cost of
these rifles and guns accounts for £206,000 (true sterling) of the Home ex-
penditure.

“ As regards the increased cost of the Army in India, it will be obvious that
the increase to the number of troops, European and Native, must give rise to
petty increases in the various Departments that deal with them, and minor
reforms account in the aggregate for a perceptible amount of iacrease. But the
greater portion of the increasc is due to special measures, of which the most
important are the following :—

Rx.
Provision for rapid mobilisation of an Army Corps in case of
necessity . . . . . . . 203,500
Exchange on pay of Bnt]sh Troops . . . . . 195,000
Provision on account of Troops in Sikkim . . . 100,000
Ditto ditto Lushai Country « 10,000
Increased cost of provisions, including . compensatlén for
dearness of provisions and forage . . . « 79,500

“ The total comes to Rx. 588,000, but there is a saving of Rx. 220,000 in
the extra cost of troops in Burma, so that the additional cost is reduced to
Rx. 368,000. The difference of Rx. 109,000 between this figure and the total
increase in India of Rx. 477,000 is due to the minor elements of increase to

which I have just referred, balanced to some extent by savings uuder other
heads.

“The sum of Rx. 203,500 on account of mobilisation is intended to meet
the cost of purchasing transport animals, provisions and equipments, so that
in case of need an Army Corps may be in a position to take the field promptly.
This is one of these precautions which in the present days of scientific warfare

G
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cannot safely be neglected. The greater portion of the cost will be in-
curred once for all, and will not recur. The pay of the British troops is fixed
in sterling, and as the Exchange falls the number of rupees which they are
entitled to receive increases. In the Estimate of 1888:89 the rate was taken
at 18, §53d.; it has row been fixed at a much lower rate, and the change has
added Rx. 195,000 to the estimate of expenditure for 1889-go. We have hopes
that this charge may be somewhat reduced, but in the meantime it has been
thought necessary to provide the full sum in the estimates.

“ The increased expenditure on Salaries and Expenses of Civil Depart-
ments is mainly due to the entertainment of additional Police. The increase
of "expenditure on Police is Rx. 168,800, and of this Rx. 125,601 is on account
of Police in Upper Burma. There is also an increase of Rx. 45,200 in Bengal,
due to Government undertaking to bear the whole cost of the Police of the
presidency-town. There is some increase in Madras, due to a provision for
giving a special allowance to officers in charge of police-stations.

“The decrease of Rx. 149,800 under Interest is made up of a decrease
of Rx. 21,300 in the rupee portion of the Account, of a decrease of £167,400
(true sterling) in the English Account, and an increase of Rx. 38,900 in the
charge for Exchange.

“The decrease in England in 1889-go is accounted for by the conversion
of £53,262,000 of 4 per cent. stock into 3} per cent. stock, which reduces the
yearly interest charge by £266,300. The increase in Exchange requires no
explanation.

“ The decrease under ‘ Direct Demands on the Revenues’is Rx. 133,000.
It occurs under Opium cultivation and manufacture (Rx. 190,400), Collection of
Land.revenue (Rx. 55,000), and Stamps (Rx. 40,700). The other heads in
this group, except Customs, show increases. The expenditure on Opium cultiva-
tion and manufacture is determined by the amount of crude opium produced.
The area under cultivation in the present season is 14 per cent. less than last
year, and the produce is estimated at 15 per cent. less. Ourreserveis unusually
large and is expected to stand at 49,705 chests at the end of 1889. With a
reserve of this magnitude it is obviously desirable to temporarily contract

production, and this policy has been adopted in making the engagements for the
present season.

*The reduction under Buildings and Roads of Rx. 110,500 is due to a
reduction of Rx. 110,600 in Civil Works. Of the decrease under Civil Works,
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Rx. 96,200 is in Imperial expenditure, and is owing to the completion of the
“bulk of the Frontier Roads and other Imperial works. On the other hand, a large
“Imperial grant (Rx. 298,100) is still being made for Civil Buildings and Roads
in Upper Burma. '

““The reduction in Miscellaneous Civil Charges is the net result of a
number of increases and decreases, of which the most important are an increase
of Rx. 118,000 on account of Superannuation Allowances and Pensions, and de-
creases of Rx. 47,500, Rx. 81,000 and Rx. 40,000 under Territorial and Political
Pensions, Stationery and Printing, and Miscellaneous.

“The increase in Superannuation Allowances is very largely due to the
increase of Exchange on sterling pensions, the decrease in Political Pensions to
the death of the ex-King of Oudh, and the decrease under Stationerv and
Printing to a reduced demand for stores from England.

“In the Budget Estimates of 1888-83 Provincial Revenues were estimated
to yield Rx. 21,663,100, and Provincial Expenditure was taken at Rx. 22,151,700,
the Provincial Adjustment being m:nus Rx. 483,600.

“In the Estimate for 1889-go Provincial Revenues are taken at
Rx. 27,781,300, and Provincial Expenditure at Rx. 22,422,100, and the Pro-
vincial Adjustment is minzs Rx. 640,800.

“General Financial Position.

“Having now explained the Estimates of Revenue and Expenditure for
1389-90, I propose to make a few remarks on the general financial position and
the prospects of the future. The special difficulties with which Indian finance
has to contend are, War, Famine, the fall in Exchange and the reduction of the
Revenue from Opium. On the question of War [ can say little ; petty frontier
wars are almost certain to occur at intervals, but their cost is not such as to
seriously embarrass the finances. Iam not aware of any reasons for thinking
that War on a large scale is likely to occur in the immediate future, but ex-
penditure must be incurred as an insurance against national danger. The
country has happily escaped Famine for a decade, but we have no ground for
assuming that the climatic conditions of the Indian continent have changed
:nd that there will never be drought sufficient to produce famine.

“Regarding the future of Exchange, it is impossible to give a confident
opinion. Before the year 1873 gold and silver were never used as legal stan-
dards without the regulating influence of a system of double legal tender, and
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there is consequently no experience in the past to which we can appeal in form-
ing our opinion as to the probable course of events in the future. The sanguine
declare the rupee will soon be worth two shillings ; the despondent anticipate a
further fall of undefined magnitude.

] cannot pretend to arbitrate between these conflicting views. But during
the last fifte=n years the great falls in the value of the rupee have coincided toan
extent, which can hardly be the result of accident, with corresponding falls in
the gold. prices of commodities. If this law should hold good in the future, the
gold value of the rupee will not again fall largely and suddenly unless the guld
pnces of commodities fall.

“[ will venture to depart so far from the safe attitude of reserve as to say
thar, if there is another heavy fall in gold prices, it will probably be accompanied
by another heavy fall in the gold price of silver. At present gold prices have
ceased to fall, and there is even a slight tendency to a rise.

- “It is needless to say that the question of the future relations between the
gold and silver standards is one of greatimportance for India. The present con-
dition is nat one of permanent equilibrium. Either there will be continuous pro-
gress in the direction of demonetising silver and substituting gold, or the world will
revert to the old system of double legal tender. In the former case our financial
difficulties will probably be greater in the future than they have been in the past,
and it is impossible to forecast the ultimate result; in the latter case we may
have to pass through a severe convulsion caused by foreign nations attempting
to restore the old ratio of 1 to 15} between gold and silver. If we are unable
to join with them in attempting to scttle the question by international agreement,
we cannot expzct them to consider our interests in any course which they may
think fit to adopt.

“In the interests of India a sudden reversion to the old ratio of 1 to 151
“brought about by the action of foreign countries, and the continuous and pro-
gressive demonetisation of silver, accompanied with a fall in the value of the
rupee to an unknown and unlimited extent, are alike to be deprecated. Yet, if
the question is not dealt with by international agreement, we must accept the
fisks and i inconveniences of either the one result or the other, unless we are pre-
pared to choose the heroic and hazardous remedy of adopting a gold standard.
‘Nor'is it possible for us to conjecture at what time the action of the United
‘States and the continental nations of Europe may bring on a crisis either of the
~one kind or the other,
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“ For these reasons it is of paramount importance to India that an attempt to
settle the question by international agreement should be made. No other course
affords a prospect of a safe solution to be gradually carried out with the
minimum of disturbance to existing interests. It is to. be hoped that, if any
prospect of a settlement appears, India shall not be required to subordinate her
interests to the needs, or supposed needs, of countries which may desire to main-
tain the single gold standard.

“The future of the Opium-revenue is surrounded with almost as much un-
certainty as the question of Exchange. There has been, during the current
financial year, a considerable rise in the price of the Bengal drug, but that rise
appears to have been due, in a very large degree, to poor crops in Malwa and

China, and has been accompanied with a large falling off in the exports of
Malwa Opium,

“ Already the price of Bengal Opium has fallen from its highest figure of

R1,244 a chestin November to R1,126 a chest at the sales of the present
month.

‘““The dangers I have just indicated are of a general nature. We must
also anticipate some falling off in revenue in the immediate future from
two special causes. As I have explained elsewhere, we expect to receive
in the coming year a contribution of Rx. 740,000 from Local Governments. Of
this amount Rx. 250,000 is permanent, being made up of Rx. 200,000 from
the Patwari-cess and about Rx. 50,000 from Lower Burma. The balance of
Rx. 490,000 we receive for a single year only, and, unless other arrangements
can be made, we must be prepared to accept a reduction of Rx. 490,000,
in the Estimates of 1890-g1. There is zlso a credit of Rx. 527,300 arising
from receipts on account of exchange on the capital transactions of
Railway Companies. This credit must soon disappear with a correspond-
ing reduction in revenue. It may then be said that temporary causes give
us an‘additional revenue of Rx. 1,017,300in 1889-go, which is not permanent,

and which will be largely reduced in future years and will ultimately disappear
altogether.

“But I'should give a very erroneous opinion of our position if I were to
dwell only on the difficulties and dangers of the future. There are hopeful as well
as discouraging elements, and I may say at once that in my judgment there are
no grounds for a despairing or pessimist view of Indian finance. If we could
get rid of the exchange difficulty, I should be prepared to adopt a hopeful
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view of the future, and, if there were in addition no risk of a great war, I
should look forward to our progress in coming years with as much confidence as
it is ever safe to feel in financial matters.

“ Among the more encouraging features in Indian finance is the elasticity
of the ordinary revenue. It is true that we have not many new sources of
revenue open to us, but the receipts from existing sources grow with satisfactory
rapidity. The figures which I have given in comparing the Budget Estimates
of 1888-89 with the Budget Estimates of 1889-go have made this point suffi-
ciently clear, and I need not add anything more on the subject. - -

““In Upper Burma, too, we appear to have turned the corner and may now
look forward to steady reduction of the net charge which that Province imposes
on the finances.

“The account for Upper Burma in the Estimates of 1888-89 showed a net
charge of Rx. 1,875,000.

‘“In the Estimates of 1889-go the net charge is Rx. 1,625,300, a reduction
of Rx. 249,700.

‘ A net improvement of Rx. 249,700 in a single year is an encouraging symp-
tom, especially as there is every ground for supposing that the improvement will
continue. The improvement is really greater by Rx. 77,800, as the account
now presented includes a net charge of Rx. 77,800 on account of railways, which
does not appear in the Estimates of 1888-8g.

‘It should also be recollected that in recent years we have had to bear the
burden of a considerable increase to the Native and European Army. That in-
crease has been completed and its cost provided for, with the exception of the
expenditure on the Reserve for the Native Army, which will not be great.

“Heavy expenditure has also been incurred on Frontier Railways.
The total estimated cost of these Railways is Rx. 13,410,700, of which
Rx. 10,083,300 will have been met at the end of this month, and Rx. 1,191,800

is provided for in the Estimates of 1889-9o, leaving.only Rx. 2 ,135,600 for
future years,

“We have also been carrying out an éxtensive scheme of Coast and Frontier
Defences, estimated to cost Rx. 5,449,515 (which is charged against Revenue),
of which Rx. 1,850,768 will have been expended by the end of this year, and
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Rx. 1,102,900 is provided for in the Estimates of the coming year, leaving
Rx. 2,495,847 to be incurred in subsequent years. There are also special
charges in the Estimates for next year of Rx. 314,500 for the Sikkim and Lushai
Expeditions; and for thoroughly equipping at least one army corps with trans-
port, and of Rx. 301,800 on account of magazine rifles and 12-pounder breech-
loading guns. The former charge will not recur, and, though considerable ex-
penditure may be necessary for a time on account of rifles and guns, the charge
is not a permanent one,

Tt ‘would be rash to assume that we are able to foresee the end of all
special military expenditure. In such matters there is no finality ; new dangers
may arise involving further preparations and additional expenditure, but the
figures I have given are sufficient to show that the sacrifices which the country
has been called on to make in recent years have not been in vain; that the
original programme of military defences is approaching completion, and that

there is at least some prospect of an alleviation of existing burdens.

“The improvement of means of communication by the opening out of Rail-
ways is exercising a marked beneficial influence on the country, and India is
entering on what I hope may prove to be but the beginning of a prosperous
ndustrial career. No better example of the change that is taking place can be
found than the progress of the cotton-spinning industries.

“ In 1880-81 there were 13,307 looms and 1,470,830 spindles at work, em-
ploying 39,537 people. In 1887-88 there are no less than 18,840 looms and
2,375,739 spindles and 80,515 people at work.

“The exports of Indian yarn and cotton cloth were valued at Rx. 1,909,134
in 1880-81. In 1887-88 they came to Rx. 5,227,928, and the returns of the
current year show still further progress.

“These are results of which India may well be proud ; they have been
achieved without the fostering aid of Protective Tariffs or any special assistance
from Government, and are due to the patient industry and intelligence of the
Indian people, and to the enterprise of her capitalists, who have begun to avail
themselves of the natural advantages of the country; under these circumstances
it may confidently be anticipated that the ground that has been occupied will
be maintained, and that still greater progress will be made in the future.

“ Nor does there seem to be any good reason why India should not shortly
undertake the manufacture of iron on a large scale with success.
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“T have tried to state fairly both the probable difficulties of the future: and
the reasons that exist for holding that we shall be able to encounter them suc-
cessfully, and my deliberate conclusion is that, while there is every need for
economy and for husbanding our revenue, there is no ground for desponding
or pessimist views. Unless some unforeseen disaster occurs, there is every
reason to hope that the lapse of two or ‘three years will show a decided im-
provement in the financial position of the Government of India. It is  true
that the surplus which we have been able to show in the Estimates of the com-
ing year is little more than nominal, only Rx. 106,300, but the Estimates have
been framed with gréat moderation, and, if the Indian revenues continue to
exhibit their usual elasticity and no unforeseen disaster occurs, I anticipate
that the Financial Statement of 18go-g1 will show decided improvement.

“ Falling off in the Revenue from Salt.

‘“As a preliminary step in dealing with the question of the causes of
the falling off in the Salt-revenue during the current year, I wish to point
out that the quantity of salt paying duty in any year is not a perfect test of the.
quantity of salt actually consumed in that year by the people. There is always
a large amouat of salt in the hands of dealers, and a falling off in any one year
in the quantity of salt paying duty may represent a reduction in the quantity of
salt in the hands of dealers, and not a reduction in the quantity of salt actually
consumed.

‘It will be convenient to treat Burma separately from the rest of India, as
that Province has been subject to special conditions.

“In 1884-85 the recorded consumption, that is, the quantity of salt on
which duty was paid, increased by 2,010,000 maunds, or 6'8 per cent.

“In 1885-86 there was a falling-off of 742,000 maunds, or nearly 2'4 per cent.

“There is no ground for assuming that in 1884-85 there was anything ap-
proaching to an increase of 6'8 per cent. in the quantity of salt actually consumed

by the population, and there is just as little ground for supposing that in 1885-86 -

there was a falling-off in the real consumpticn of 2'4 per cent.

#These variations were due entirely, or almost entirely, to trade fluctuations,
and the actual consumption of salt in 1884-85 per head of population was
probably not, in any considerable degree, higher than in 1883-84, and was not
lower in 1885-86 than in 1884-85. I state these figures in order to show that
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an increase or decrease in the quantity of salt that pays duty in any one year
does not necessarily indicate a corresponding increase or decrease in the
quantity actually ccnsumed.

“Opinions vary as to the effect on the real consumption of a rise of duty.
Some authorities hold that it has very little effect ; others that it has a consider-
able effect. Experience seems to show that the truth lies between the two
opinions, and that a rise in the rate of duty has an appreciable, but not a very
great, effect on the real consumption. But a rise in duty may have a consi-
derable temporary effect on the trade and on the quantny of salt on which duty™

is paid, “especially when riffiours prevail that the risein duty is not likely to be
permanent.

“The raising of the rate of duty in January, 1888, was followed by reduced
issues, and rumours regarding an impending reduction of the duty have had an
unfavourable effect on the trade during 1888-89. In Northem India persistent
rumours have prevailed of an impending change, and it was believed by the
dealers that the rise in the rate of exchange which took place in January, 1880,
would so improve the position of the Government of India as to lead to the
reduction of the duty. These rumours have had the effect of checking issues
and causing traders to keep their stocks at a minimum. No trader was willing

to pay a duty of R2-8 a maund on salt so long as it was expected that the
duty would be shortly reduced.

“ This state of affairs was accentuated and brought to a crisis by a telegram
sent by Reuter’s Agency on the 1st of March and published in the Indian news-
papers of the following day. The telegram stated that the Secretary of State
for India, speaking on 28th February, had said that ‘ he was convinced that the
earliest occasion should be taken to abrogate the increase in the salt-tax.’

“The telegram was published on a Saturday. On the following Monday
sales of salt in Bombay began to fall off, and by Tuesday they had practically
ceased. On that day only one application was received for the removal of 267
maunds of salt. The salt merchants applied to the departmental officials stating
that trade was paralysed, and enquiring whether it was true that the duty was to

be reduced. On the 5th of March one firm telegraphed direct to the Govern-
ment of India in the same sense.

“On the gth and 1oth of March the Government of Bombay drew attention
to the disturbance to the trade, and on the rz2th the Accountant General tele-

1
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graphed that the estimate of salt receipts must be reduced for that Province
alone by nearly 16 lakhs of rupees, as salt sales had ceased since the 4th of
March.

“The Commissioner of Northern India Salt-revenue telegraphed-on the '
evening of 15th as follows :—

‘Trade is disturbed by telegram published locally on second instant, Lord Cross's
opinion regarding salt-duty understood to mean that reduction is imminent. Collections
fell from average B35,000 to under Rr,000 daily from fourth to eleventh, In consequence
of the contradiction published on twelfth trade is since recovering. . Collections on twelfth-
were B16,000, cn-thirteenth B38,060. Progress is watched.’

‘““ The recent news is more favourable, as the rumours of an intention to
reduce the duty have been contradicted through the agency of the Press. ‘But
the magnitude of the effect of these rumours on the revenue will be under-
stood when I explain that at the end of February the estimate of Salt-revenue for
the current year was Rx. 7,840,700, whereas it is now taken at Rx.: 7,676,900, a
reduction of more than 16 lakhs of rupees. No doubt, this amount will be to a
very great extent recovered, but probably too late to materially affect the revenue
of 1888-89.

“ There have been other causes also at work which unfavourably affected the
Salt-revenue. In Calcutta, the trade was greatly disorganised after the increase
of the duty, and the price of salt (free of duty) rose from 11°5 annas a maund in
December, 1887, to 28°3 annas a maund in February, 1888, but has since fallen
to 14'6 annas a maund in February, 1889.

“In Madras, where the Government was giving up its monopoly of manu-
facture, the manufacturers and traders secured something like a monopoly for
themselves with the natural result of raising the price to the public. The Salt-
revenue of the year has also.been adversely affected by the want of rain and
prospects of a bad harvest in ‘certain tracts. | mention these facts not with
the view of showing that the increase of the salt-duty can have .no effect on
consumption, because I cannot believe that an increase of 25-per cent. should
not have some effect, but in order to make it clear that there isas yet no
ground for assuming that the falling off in the issues of salt, which has occurred,
is permanent and due to the increased cost which the public have to pay for
that article. The publication of the present Financial Statement will dissipate
the fears of an immediate reduction of the salt-duty, and we shall doubtless see
an increase of the issues.
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“The following figures giving the total quantity of salt on which duty was

paid from the beginning of the: financial year to 22nd February for a series
of years shows the amount of falling off in the current year (Burma excluded) :—

Maunds.
1882-83 . . . . . . . . . 25,068,000
1883-84 . . . . . . . . . 25,832,000
1884-85 . . . S . . . 27093000
1885-86 . e . . . . T2 26,714,000
1886-87 . . .. . . . . . 27,603,000
1887-88 . . . 27,847,000
1888-8¢9 . i e . 26,797,000

These figures show distinctly that there had been a considerable falling off
before Reuter's telegram was received, but the quantity that paid duty up to
22nd February in the current year is larger than the quantlty which paid duty
in any year, except one, previous to 1886-87, and is '1,729,000 maunds, or 6°9
per cent. in excess of the quantity that paid duty in 1882-83, the first year after
the duty was reduced. Even allowing for increase of population, the issues of
salt in the current year to 22nd February last are sufficient to provide as
large a quantity of salt per head of population as in 1882-83.

“In Lower Burma there has been a great falling off in the quantity of salt
that paid duty in 1888-89, but that falling off is mainly due to the excessive
imports of the preceding year.

“ The falling off in 1888-89, which seems excessive at first sight, is explain-
ed by the great imports of 1887-88, the average for the two years being not
much below the normal quantity.

“Salt is locally manufactured on the sea coast in Burma, and there is a
certain amount produced from brine wells in Upper Burma. The local manu-
facture is, from the nature of the case, insufficiently supervised, and an
experienced officer of the Northern India Salt Department has just been
deputed to Burma by the Government of India to enquire into the whole
question on the spot. It is said that the increase in the rate of duty on salt
interferes to some extent with the local production of ngaps and salted fish, and
has led to an increased import of salt fish fromabroad. The facts are, however,
obscure, and a final opinion cannot be formed until the report of the officer
specially deputed to Burma has been received.
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“Excise Policy.

“[ take this opportunity of correcting a misapprehension which has arisen
in some quarters regarding the policy of the Government of India in connec~
tion with the Excise-revenue. Last year Mr. Westland used the following
language in the Legislative Council :—

‘1 look hopefully to a considerable increase in the Excise-revenues, and believe that a
great deal might be done in Northern India by the introduction of the methods which, in
Bombay and Madras, have so powerfully contributed to the increase of revenue under
this head.’ = T -

“ With reference to this language it has been alleged that Mr. Westland
expressed gratification at the prospect of an increase in drinking among the
Indian population on account of the increased revenue which such a change
in the habits of the pecple would produce. I make no insinuation of wilful
misrepresentation against those who have brought this charge, nor do I say
that they acted otherwise than in good faith, and yet the charge is abso-
lutely without foundation. Mr. Westland used the language which I have
quoted in the Legislative Council of the Government of India, and in
the presence of the Members of that Council. His remarks passed without
challenge. Is it conceivable that if he had meant, or been understood to
mean, that the people of India should te encouraged to drink in order that the
revenues of the Government of India might grow, there would have been found
not a single Member of ‘that Council, official or non-official, to protest against
the adoption of such a policy?

“Less than two months afterwards the Financial Statement for 1888-89
was published under Mr. Westland’s signature, and in that statemert he used
language which puts his meaning beyond the reach of cavil. The words he
used were as follows :—

¢ As regards Excise it will be seen that it is in Madras and Bombay that the revenue-
administration has been most successful, as these two provinces with 31 and 16} millions
of inhabitants respectively produce a revenue nzarly as large as that of Bengal with
69 millions. In fact, in both these provinces a very remarkable progress has been
made. The whole system of distillation has been brought more thoroughly under control,
and stricter and more methodical preventive measures have enabled the Government to
greatly enhance the rate of duty : for the question of the rate of duty which it is possible
to levy is simply the question of the prevention of illicit distillation.’ ‘

" Mr. Westland's expectation was that by the prevention of illicit dealings
it would be possible to raise a larger revenue, the increase of revenue being
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accompanied not by an increase of, but by a check on, drinking. To show
that there really was, and is, extensive smuggling in Northern India, I will
quote a passage from the report of the Financial Commissioner of the Punjab,
who is now the Lieutenant-Governor of that Province, for the year 1881-82:—

¢ Mr. Hawkins, the Deputy Commissioner of Amritsar, says—" There were twelve cases
of illicit distillation. It is notorious that there are few villages in this district which
have no private stills of their own. The police are constantly finding pieces of stills and
jars of materials in deserted houses while searching for other property.” The Lahore Dis-
trict has also a bad reputation in this respect. The Deputy Commissioner of Jullundur,
Mr. Bullock, writes—* lllicit distillation is of very general occurrence throughout the dis-
trict. Twenty-four cases have been detected, and it is to be hoped that some check
will be found to have been given to the system, which, however, we can never expect
wholly to extirpate.” '

¢ In Hoshiarpur the khansama of a dAk bungalow was found to possess a still, and
there were three cases in which villagers were con_yir.'tcd of the same offence. * * * *

« Whenever liquor-shops in Native States are situated close to our border, it is a common
practice for our villagers to resort to them, and they often bring back small quantities of
spirits for their own use and that of their friends. Even when the sadr distillery system
has been adopted at the request of our Goveroment in indgpcndent States, the price
of liquor is far less than in our own territory. This must be due to lower rates of
still-head duty. The Assistant Commissioner in charge of excise at Sirsa, Mr. Kennedy,
says—"' In Patiala spirits are sold at about 8 annas a bottle, not diﬁe‘fing much in
quality from the Sirsa spirits at R1-8 a bottle. The only hope of grappling with the
existing evil is to lower the price of Sirsa spirits so as to bring them into competition
with the Patiala spirits. Any other method is impracticable. The Sikh Jats will drink ;
and we cannot wean them from the practice by making the cost of liquor high; the only
effect of this is to demoralize them by leading to a continual evasion of the law without
any corresponding benefit in increased sobriety.”

¢ There is probably some exaggeration here. Mr. Lyall is inclined to believe that
the dearness of lawfully-distilled liquor had led to a decrease in drinking among the
Sikh population, but to an increased use of opium and perhaps also of bhang/

« The state of things which these extracts show to have existed in the
Punjab in 1881-82 is the state of things which has continued to exist up to the
present time.

« In May 1887 the following opinion was expres;sed by a Punjab officer —

The Excise Department in this Province has never been properly supervised and
controlled, for the simple reason that the Department has never had a responsible head

K
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and has been left to take care of itself with such perfunctory attention as district
officers have been able to pay toit. I can speak on this point from twenty-four years
of district experience in various parts of the Province, The extent to which country
spirit is illicitly manufactured and sold is enormous, and the quantity so disposed of is in
my opinion as large as that which is lawfully sold; and the excise-revenue is therefore
much smaller than it would be if the Department were carefully controlled.’

“ It is right that I should mention that the Financial Commissioner did not
accept these remarks in their entirety. He remarked that the ‘description of
Excise management in the Punjab must, in the absence of specific evidence, be
regarded as exaggerated,’ byt .no .authority, so far as I am aware, has ever
denied that there was, and is, a very great amount of smuggling and of illicit
distillation in that Province.

“ have now shown that, when Mr. Westland, speaking on behalf of the
Government of India, anticipated an increase of Excise-revenue in Northern
India, he based his expectation of an increase not on the possibility of being
.able to increase the consumption of liquor and drugs but on the prospect of
being able to increase the revenue by means of a stricter control and the
suppression of illicit practices. I shall show by onc or two instances that the
policy which Mr. Westland favoured had already proved a marked success in
other Provinces, both in respect of checking consumption and increasing the
revenue.

“ From rst October, 1884, a new system of Excise-administration was intro-
duced into a portion of the Madras Presidency. The change in system resulted in
a rise in the price of country liquor, varying from eight annas to one rupee per
gallon. The average annual consumption of the three years of the new system is
less than the consumption of the last year of the old system by more than 6 per
cent., while simultaneously the average annual revenue increased by more than
35 per cent. These figures show conclusi\rely that a large increase of Excise.
revenue is not necessarily attended with an increase of consumptlon, and may
coincide with a positive decrease.

*“ A still more remarkable illustration of the possibility of increasing the
Excise.revenue while diminishing the consumption is afforded by the statistics
of the consumption of ganja in Bengal. Ganja is probably the most pernicious
of all drugs in common use, and the Government has never felt any hesitation
in increasing the rate of duty leviable on it.
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“ Notwithstanding the large increase of population which must have taken
place between 1868-69 and 1887-88, the number of shops for the sale of ganja
has decreased during these years by more than 27 per cent., and the consump-
tion by more than 22 per cent., while simultaneously the revenue has increased
by more than 150 per cent., and the incidence of taxation per seer has increased
by more than 226 per cent. These figures may be left to speak for themselves,
The reduction during the same period in the number of shops for the sale of
opium and in the quantity of opium consumed is even more remarkable than in

I beliéve, because opium smug hng prev ails extensn ely.

‘ In mentioning this subject my object has been to defend my predecessor
against the charge which has been brought against him, and indirectly against
the Government of India, of encouraging intemperance for the sake of revenue,
and it must not be supposed that I have been dealing with the whole Excise-
system of India, or that I intend to assert that that administration has been as
successful in every instance as in the cases which I have quoted.

“ MANAGEMENT OF GOVERNMENT BALANCES.

“The present year has seen a great scarcity of money in the Indian markets,
which has kept the Bank rate at 12 per cent. for a considerable period, and, as
usually happens in such cases in this country, the question has been raised
whether Government might not in some way come to the assistance of trade.

“The scarcity is no doubt owing in part to an early cotton season in Bombay
coinciding with a demand for rice in Burma, and other customary requirements
at this season; but the difficulty appears to have been aggravated by the doubt-
ful position of silver. But for this it seems inexplicable that for week after
week there should be a difference of g per cent. in the rate of money in London
and India, and yet that in some weeks the whole amount of bills and transfers
offered by the Secretary of State should not be taken up. "

“That so high a rate of interest is prejudicial to trade is obvious, and Govy-
ernment has not been unmindful of the fact. The best way in which Govern-
ment can assist trade is by providing that the Secretary of State’s drawings shall
never be curtailed for lack of money to meet them, and in one week demands
for bills and telegraph transfers exceeded 77 lakhs. Arrangements are also made
‘to grant telegraph transfers freely at a small charge between the three Presi-
dency-towns, and Goverrment, besides keeping up the normal current balances,
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has further been able to offer to the Presidency Banks at Calcutta and Bombay
temporary loans at their own minimum rate of interest if they cared to avail
themselves of the offer. Owing to the demands upon it the Government cash
balance, during this period, fell lower than it had done for some years, and at
the end of February was about two crores lower than on the corresponding date
of last year.

“The charge that Government does not do all it might to assist trade some-
times takes the form of an assertion that the currency balances should be lent
out in a time of pressure. This is of course impossible, as the currency
balances are pledged by law to secure the convertibility of the currency notes,
and can no more be lent to the market than can the gold in the Issue Depart:
ment-of the Bank of England.

“ Another contention is that the cash balance of the Government of India
is too high. Now, the question whether the Government cash balance is too
high or too low is one that must be determined by the experience of those who
actually deal with that balance and are responsible for seeing that there s *
sufficient money in the treasury to meet all the claims against Government.

“I do not think I exaggerate when I say that every person who has experi-
ence of the actual work of dealing with the balances in this country is in
favour of rather a high cash balance. The question has been frequently
considered both in India and in England, and though a cash balance of 10 to
13 crores may seem enormous, yet if we reflect on the special difficulties
in the way of suddenly obtaining a large amount of cash in this country, on thé
sudden and large demands to which Government is exposed, and on the
enormous extent of country over which the balance has to be spread, it will
easily be recognised that the mere fact of the cash balance being large is no
proof that it is larger than is required by the wants of the case.

“ Some authorities hold that, if anything, the Indian cash balance has been
kept somewhat too low in recent years. In that opinion I am inclined to concur.
The cash balance of recent years has been low, because the claims against
the Government were heavy owing to experditure of all kinds, and it was
_thought desirable to avoid borrowing more than was absolutely necessary.

“1 have mentioned the allegations (1) that Government ought to lend
out the currency balance, and (2) that Government keeps too high a cash
“balance, simply in order to-clear the ground. There is on force inthem, and
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they could only be made by persons ignorant of the facts of the case. 1 now
come to what is the real question, namely, the expediency of the maintenance
of the Reserve Treasuries in the Presidency-towns. Should the Government
keep the whole of its spare cash in the Presidency Banks, or should it aim at
keeping balances of tolerably constant amounts in those Banks, the surplus
being kept in the Reserve Treasuries? This is a question which deserves con-
sideration, and on which there may reasonably be a difference of opinion, though
I can hold out no hope of a change in the policy of the Government in this
respect, and, speaking for myself, I cannot recommend any such change.

“The justification for the existence of the Reserve Treasuries is to be found
in the special conditions affecting the Indian money market. These spzcial con-
ditions are tne liability of that market to extreme pressure at times, the difficulty
in adding temporarily to the amount of cash by drawing on other markets, and
the magnitude of the cash transactions of the Government as compared with
those of the trade. Under the circumstances [ have just stated, and looking
to the fact that the Government in case of war, famine or other unexpected
cause is exposed to the risk of having to meet sudden and large demands
ca it for cash, it was decided by Lord Northbrook’s Government that it
would be to the interest both of the commercial public and the Government
of India that the surplus cash for the time being of the Government of India
in excess of certain regulated balances in the Presidency Banks, and the cash
in Mufassal Treasuries, should be kept in Reserve Treasuries.

“It was held that, if the whole of the surplus cash waskept in the Presidency
Banks, trade would rely on the permanence of the resources thus supplied to it,
and that, in case of a sudden demand for cash, the Government ¢f India would
either be forced to abandon its right to reduce’its balance in the Presidency
Banks, or risk producing a financial crisis by suddenly and largely reducing the
resources of these Banks.

“To show that this is not animaginary fear I will quote a telegram received
in 1874 from the Government of Bombay :—

* Clear the line. You are placing the Exchange Banks and trade of Bombay in great
danger. The eight Exchange Banks are indebted to the Bank of Bombay 68 lakhs of
rupees, half payable on demand, secured by Government paper, and remainder in
February. Their balances for current purposes in the Bank of Bombay are under 20 lakhs
of rupees; balance of other customers of Bank of Bombay exceedingly low, Bank of
Bombay has to meet Council Bills for 25 lakhs of rupees arr_i.ved from England this

L
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morning, and similar Bills for 20 lakbs of rupees will shortly arrive. Bills on Calcutta
absolutely unsaleable. If you draw more on Bank of Bombay, they must call in the sums
due from the Exchange Banks, and there will be a general panic and serious danger of
stoppages.’

““ There was at that time a Government balance of about 100 lakhs in the
Bank of Bomtay, and the proposed withdrawal, which called forth this startling
protest from the Governor of that Province, only came to 35 lakhs. This
money was required for immediate expenditure in connection with the Bengal
Famine. I do not think a stronger argument could be produced to show the
dangers that might arise if the Government of India reverted to the old system
of keeping all its spare cash in” the Presidency Banks. The arguments which
weighed with the Government of India in introducing the system of Reserve
Treasuries are contained in a Despatch to the Secretary of State, No. 256,
dated 3oth June, 1874, printed as an Appendix to the Financial Statement. It will
show that the policy of the establishment of Reserve Treasuries was adopted
deliberately and in order to meet real difficulties.

“ It has been urged that Government could relieve the market by lending
out the balance of the Reserve Treasuries on favourabie terms to the Banks ;
but if this course were followed the same difficulties that arose when the Pre-
sidency Banks held the whole of the surplus balances would again occur.
Trade would become accustomed to rely on the resources furnished by the
Government, and at a time of pressure the withholding of the assistance usually
given by Government might have a very serious effect.

“Ways and Means—India, 1889-go.

“The cash balance of the Government of India is expected to be Rx.
12,900,000 on 1st April next. It is the present intention of the Government of
India to raise a loan of 2} crores during the coming year, and the closing
balance of 1889-go is estimated at Rx. 12,533,000.

~ “Tt is expected that the Secretary of State will have drawn £ 14,310,100

(true sterling) during the current year, and that in the coming year he will draw
£ 14,690,900 ( true sterling ).

“PrRoPOSED RUPEE LoOAN.

“ Although it is estimated that a loan of Rx. 2,500,000 will be required during
the year, no pledge can be given either as to the amount of the loan or the time
when it will be issued, or the conditions which will attach to it. According to
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the estimates, a loan of Rx. 2,500,000 will give an ample cash balance, and if
matters turn out favourably it may not be necessary to borrow so much,

“ LOANS TO MUNICIPALITIES, &c."

“ Before 1888-89 all loans and advances of public money were treated as
advances on Imperial account. The loans were made on the advice and through
the agency of Local Governments, and Local Governments were so far respon-
sible that irrecoverable sums were charged off as Provincial Expenditure. But
they had no specizl concern with the punctual and complete realisation of the in-
terest due on these advances, which was credited as an asset of Imperial Revenue.
At the instance of the Secretary of State the arrangements were re-considered,
and the occasion was thought appropriate for extending the principle of decen-
tralisation beyond the limits of the Revenue account. The interest received on
these loans is almost always higher than that paid by Government on its public
loans, and by surrendering this advantage it was obvious that an inducement
might be offered to Local Governments to undertake complete responsibility for
the administration of this department of finance. This responsibility was
accepted in every case, the necessary arrangements were completed last year,
and orders were published in the Gazette of India of 5th January, 1889.

“In connection with this subject the question of lending from public funds
to Municipalities and other public bodies was considered. It was believed from
the Secretary of State’s observations in a despatch of September, 1887, that
under the arrangements described above, sanction might be given to a relaxation
of the restrictive policy which has been followed in this matter since 1876.

“Experience has shewn that the rigid refusal to lend money to small
Municipalities and Local Boards has operated unfavourably in delaying and
preventing sanitary improvement and reform, It has been found that such
bodies cannot raise. money in the market, except at high rates of interest;
and Municipalities have in several cases found it necessary in consequence
to abandon, or indefinitely postpone, well-considered schemes of drainage
and water-supply. The Government of India accepted the Secretary of State’s .
invitation to review the question, and the Secretary of State has, in considera-
tion of the fact that, under the scheme described above, Provincial responsibility
will be enforced, withdrawn the prohibition.

“ It is not proposed at present to adopt the policy of lending to the Presi-
dency Corporations, as they have a’ public credit of their own and can borrow,
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in ordinary cases, in the open market, while the claims on the Government
of India are so great that it cannot without difficulty find the necessary funds.
But in pursuance of the principles enunciated above, Local Governments have
been authorised to grant loans to Mufassal Municipalities in future, on the
following conditions :—

" 4 (1) Loans'may be grantcd only for works of public and general convenience
and utility, such as drainage and water-works, bridges and the like ; and not for
works which are merely or mainly ornamental or convenient, such as town halls,
public gardens or market places.

“(2) A local body, having borrowed from Government, may not borrow from
any other source until it has obtained the sanction of the Local Government
concerned, which should not be given unul it is clearly shown that the sum lent
by Government, with interest thereon, is duly secured.

“] have stated that the rules regulating the new scheme were published
in the Gazette of India on 5th January. The demands of Local Governments
have since been received. These demands, so far as they relate to advances to
cultivators, "to' embarrassed landed proprietors, and for drainage embankments
and the like, have no special interest, as the only change in respect of them is
the transfer of administration and responsibility. As regards loans to Mufassal
Municipalities, the importance attached to the change of policy will be under-
stood when it is stated that, notwithstanding the short notice given, the
applications for loans for Municipal sanitary purposes amount to Rx. 254,900
which sum it has been found possible to place at the disposal of Local Govern-
ments. The projects comprise schemes of water-supply for Allahabad, Agra,
Nagpore, Delhi and Peshdwar. Although an important step has now been
taken towards facilitating the carrying out of local works and improvements,
the large claims on the resources of the Government of India on account of
railway and irrigation works will prevent, for the present, any very important
extension of the system.

“ Summary, .

“It will be convenient if I briefly summarize the chief features of the
financial position as they now present themselves.

“(a) The Accounts of 1887.88 have closed with a deficit of Rx. 2,028,832,
including as expenditure Rx. 456,017 on account of Special Defence Works,
Excluding the cost of these works, the deficit was Rx. 1,592,815. This has
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resulted mainly from a special charge of Rx. 1,039,000 incurred in connection
with the conversion of the 4 per cent. sterling stock into 3} per cent., from
heavy military expenditure in Burma, from a fall in exchange and in the price
of opium, and from a reduction in Railway Revenue, counterbalanced by an
improvement in Revenue and reduced Expenditure under other heads.

“(b) The Revised Estimates of 1888-89 show a deficit of Rx. 201,700,
including as-expenditure Rx. 818,300 on account of Special Defence Works, and a
surplus of Rx. 616,600 if the cost of these works be excluded. = Seeing that there
has been a further fall in the rate of exchange, which has been taken for the
current - and coming year at Is. 4'384. = 1 rupee, heavy unforeseen expenditure
on Military Expeditions, and a decline in the Salt-revenue owing to persistent
rumours of an impending reduction of the duty, the result is satisfactory.

‘“(c) The Budget Estimates for 188g-9o show a surplus of Rx. 106,300
after providing Rx. 1,102,900 for Special Defence Works. If the cost of these
works be excluded, there is a surplus of Rx. 1,209,200, Imperial revenues have
exceived a special asset of Rx. 740,000, towards which all Local Governments,
except the Punjab, contributed. Of this only Rx. 250,000, most of which
represents the proceeds of the re-imposed Patwari-cess in the North. Western

Provinces and Oudh, will be permanent, the remainder being a receipt of next
year only.

“(d) The Capital expenditure on Railways and Irrigation Works is expected
to amount to Rx. 1,857,800 in 1888-89, and Rx. 4,089,500 is provided for
1889-go. The expenditure in 1838-89 is really Rx. 3,264,500, but Rx. 1,406,700
of it has been transferred to the Capital Accounts of the Indian Midland and

Bengal-Nagpur Railways on account of the cost of the Sindia and Katni-
Umaria Railways transferred to them.

+ “(e) As regards the general financial position of the Government of India,
while there is every need for economy and for husbanding the revenue, there is
no ground for desponding or pessimist views. There are probable difficulties
in the future, but there are also reasons for holding that we shall be able to

encounter them successfully. The Estimates of Revenue for 1889-go have been
framed with moderation.

“(f) The Secretary of State proposes to draw, during 1889-90, £ 14,689,900
of Council Bills. He also proposes to raise a loan of £3,750,000 under the
Oudh and Rohilkhand Railway Purchase Act for the purpose of advancing
funds to Railway Companies, '
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“(£) The Government of India will probably raise a loan of Rx. 2,500,000
in India, of which Rx. 584,000 is required for the Dock-Works at Calcutta
and Bombay, and Rx. 254,900 for Municipal Water Works, but no pledge can
be given either as to the amount of the loan or the time when it will be issued,
or the conditions which will attach to it.”

His Excellency THE PRESIDENT said :—“I think the best mode of proced-
ure, unless hon’ble members see fit to object, would be that I should now put the
Motion which is on the paper and that we should adjourn until Friday next. It
will then be open to hon’ble members, if they desire to offer observations on the
Financial Statement, which we have just had the advantage of hearing, to make
them on the Motion that the Bill should pass. In the meanwhile hon’ble meme
bers will have had the leisure to consider the Statement in all its bearings.”

The Motion was put and agreed to.

The Council adjourned to Friday, the 2gth March, 188q.

S. HARVEY JAMES,

Secretary to the Govt. of India,
Legislative Department.
FORT WILLIAM;
The 29th March, 1889. }
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