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DProceedings of the Council of the Governor General of India, assembled for the

The

purpose of making Laws and Rcgulations under the provisions of the
Indian Councils Acts, 1861 and 1892 (24 & 25 Vict,, Cap. 67, and 55 &

'56 Vict., Cap. 14).

Council met at Government House, Calcutta, at 10 A.M. on Wednesday, the
3oth March, 1904.

PRESENT :

His Excellency Baron Curzon, P.C., G.M.S.l,, G.M.LE., Viceroy and Gov-
ernor General of India, presiding.

His Honour Sir A. H. L. Fraser, K.C.S.1., Lieutenant-Governor of Bengal.

His Excellency General Viscount Kitchener of Khartoum, G.c.B., 0.M.,
G.C.M.G., Commander-in-Chief in India,

The Hon'ble Sir T. Raleigh, K.cC.S.1.

The Hon'ble Sir E. FG. Law, K.C.M.G., C.S.I.

The Hon'ble Major-General Sir E. R. Elles, K.C.B., K.C.1.E.

The Hon'ble Sir A. T. Arundel, K.C.s.1.

The Hon'ble Sir Denzil Ibbetson, K.C.S.I.

The Hon'ble Rai Sri Ram Bahadur.,

The Hon'ble Mr. A. W. Cruickshank, C.s.1.
His Highness Raja Sir Surindar Bikram Prakash Bahadur, K.c.S.1., of Sirmur.

His Highness Agha Sir Sultan Muhammad Shah, Agha Khan, G.C.L.E.
The Hon’ble Mr. Gopal Krishna Gokhale, C.I.E.

The Hon'ble Mr. E, Cable.

The Hon’ble Nawab Saiyid Muhammad Sahib Bahadur.

The Hon'ble Mr. H. Adamson, C.S.1.

The Hon'’ble Mr. A. Pedler, C.L.E,, F.R.S.

The Hon'ble Mr. T. Morison,

The Hon'ble Dr. Ramkrishna Gopal Bhandarkar,

The Hon'ble Mr. J. B. Bilderbeck.

The Hon'ble Mr. D. M. Hamilton.

The Hon'ble Rai Bahadur B. K. Bose, C.1.E.

The Hon’ble Dr. Asutosh Mukhopadhyaya, D.L., F.R.A.!5,, F.R.S.E.

QUESTION AND ANSWER.,
The Hon'ble RA1 SRi RAM BAHADUR asked :—
“(1)- Has the attention of Government been drawn to the following adver-

tisement which has appeared in the newspapers of the Unit(:d Provinces :—

' ¢ Government Telegraph Department.

¢ An examinationy open to Europeans and Eurasians onlyy for aidmission into the

Telegraph Training Class at Lucknow will shortly be held. Candidaies, who must be
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Asutosh Mukhopadhyaya.

between the ages of 18 and 20, should apply for all further particulars to the Assistant
Superintendent of Telegraphs, Lucknow Sub-division, Telegraph Office, Lucknow.’

“(2) Will the Government be pleased to state the reason for confining this
examination to the two classes of His Majesty's subjects named in the advertise-
ment to the exclusion of others,”

The Hon'ble SIR ARUNDE!L. ARUNDEL replied :—

'The Government have seen the advertisement in question and have ascer-
tained that it was inserted by the local Telegraph Superintendent because re-
cruits of the classes in question are specially required. The service for which
they are wanted is that known as the General Service List of the Telegraph
Department, which involves the liability of transfer to any part of the country.
For this purpose Europeans and Eurasians are generally found to be more
suitable than Natives. On the other hand, the latter hold the majority of posts
in the Local Service, which does not involve liability of transfer. Candidates

are procured from both classes, z.e,, Europeans and Natives, according as they
are required in either case.”

DISCUSSION OF THE FINANCIAL STATEMENT FOR 1904-1905.

The Hon'ble DR. ASUTOSH MUHOPADHYAYA said :—' My Lord, as the
junior Member of this Council, I enjoy the privilege of being in a position to
offer the first congratulations to Your Excellency’s Government for the
satisfactory Budget which has been laid before the Council by the Hon'ble the
Finance Member. Ever since the days of Sir Richard Temple, who was Finance
Minister to the Government of India from 1868 to 1874, it has not fallen to
the lot of any Finance Member to present four successive Budgets showing

a substantial surplus, and I trust I may be permitted to offer my sincerest con-
gratulations to my Hon'ble friend.

L]
‘" SURPLUSES.

“But, my Lord, if the Hon'ble Member has repeated the record of Sir
Richard Temple, 1 am glad to be able to point out that the successive sur-
pluses which have marked Your Excellency's Administratiof have never
been equalled, either in sequence or in amount, ever since the dark duys
of the Indian Mutiny. As will be evident from the statement (Table A)®
which 1 have prepared, there was heavy deficit duriug the Viceroyalty

* Vide Appendix.
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of the Earl of Canning due mainly to the Mutiny, during the Vice-
royalty of the Earl of Northbrook due mainly to famine, during the Viceroyalty
of the Earl of Lytton due mainly to the Afghan War, during she Viceroyalty
of the Marquis of Dufferin due principally to the Burma War and increased
Army expenditure, and during the Viceroyalty of the Earl of Elgin due mainly
to famine and fall in Exchange. But although, during the administrations
of each of the Vicerdys other than those I have just mentioned, a surplus
might be shown as the net result of the accounts of the whole period of their
regime, it will be found on examination that, if individual ycars are taken, the
administration of every one of them was marked by a year or more of deficit.
In the long and distinguished roll of Indian Viceroys, the administration of
Your Excellency is the first which has been characterised by an absolutely
unbroken record of surpluses the total amount of which exceeds twenty-four
crores of rupees ; this amount, my Lord, is about four times the largest surplus
during the administration of any previous Viceroy, and in fact considerably
exceeds the total of the surpluses during the administration of all the Viceroys
who were fortunate enough to be able to show a surplus upon their whole
administration.
“REASONS FOR SURPLUS.

“My Lord, this unbroken record of successive years of surplus, unri-
valled in the annals of Indian administration for a period well-nigh
approaching half a century, is at first sight a matter for congratulation ;
at any rate, it is undoubtedly a matter for congratulation that this magnificent
surplus has not been swallowed up by calamities like war or famine, But,
in order to enable us to judge whether the mere existence of a surplusis a matter
for unqualified satisfaction, it will be desirable to examine for a moment the
reasons for the surplus and the conditions under which it has been found possi-
ble to secure it. Two of the principal factors which have contributed to this
result may be described to be, first, stability of exchange, based upon the
recommendations of Sir Henry Fowler's Currency Committee of 1898, and,
secondly, increased taxation from 1883-84 onwards. I must gratefully acknow-
ledge that a portion of this increased taxation has since been remitted by a
reduction in the duty on salt and by an exclusion from the operation of the

* income-tax of all incomes up to one thousand rupees. '

“ STABILITY OF EXCHANGE.

11 As to the first of the two reasons I have just mentioned, namely, the
stability or artificial fixity of exchange, I desire to point out that its operation
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must prove injurious to the poorer classes of the population. So far as exports
of Indian merchandise are concerned, the lower the exchange the larger the
amount reccived by all the persons from the producer to the exporter, assuming,
of course, that the quantity of merchandise exported does not suffer a corre-
sponding reduction with the fall in exchange. I shall discuss presently the accu-
racy of the assumption I have made, but I may point out, the lower the exchange,
the larger the benefit conferred on the poor by reason of a fall in the prices of
articles of import used by the poor. With regard to the exports of Indian mer.
chandise, if we take the figures for 19o2-1903 in respect of articles grown by
ordinary cultivators, we find from the following table that the total value of the
exports comes to 74,26 lakhs :—

Grains and Pulse . . . . . . . . 24,48
Seeds . . . . . . . . . 14,88
Raw Cotton . . . . . . 14,76
Raw Jute . . . o . . 1,12
Jute, manufactured . . . . . . o 9,02

74,26

“I have not included the figures for Opium, Tea, Indigo and Lac as they
are hardly grown by the poorer class of cultivators. If now, we take the value
of articles of import, we shall find for the same year that the value of
articles of food and drink, agricultural implements, grey piece-goods, mineral
oil, iron and matches, we shall find from the following table, that the total value
of the articles imported into India is 23,97 lakhs : —

Articles of food and drinke=

Spices . o . . . o . 8s
Salt . . . . . . . ° 62
Agricultural implements . . . . N 8
Grey piece-goods . . . . . 15,46
Mineral 0il . . . . . . 3,46
Iron . . . . . . . . « 3,03
Matches . . . . . . . o 47
23,97

Assuming roughly that 8o per cent. of this is used by the agricultural population,
we get for the value of the articles;used by the poor 19,18 lakhs. The difference,
therefore, between the value of the exports of Indian merchandise grown by the
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agricultural classes and the value of the articles of import used by them, amounts to
55 crores of rupees. A rise in the exchange by one penny, that is to say, from 1s.
3d. to 15. 4d., would mean a loss of one-sixteenth upon this amount, amounting
to 3,44 lakhs of rupees. Of course, this loss has to be borne by all the persons
from the producer of the raw articles to the exporter; but it is obvious that a
substantial portion of the burden must necessarily fall upon the first link in the
chain, namely, the producer himself. I therefore venture to point out that one of
the two reasons for the large surpluses of recent years, namely, an artificial
stability of exchange, has been productive of hardship to the agricultural classes
of the country. [ have already stated that the above line of reasoning is based
upon the assumption that the quantity of exports is not appreciably affected
by a rise or fall in exchange. I am fortified in this view by the opinion of the
Currency Committee of 1898. In their report it is pointed out that Lord
Herschell’s Committee of 1893 examined the statistics of Indian exports for
a series of years, and came to the conclusion that ‘although one may
be inclinded, regaring the matter theoretically, to accept the proposition
that the suguested stimulus would be the result of a falling exchange,
an examination of the statistics of exported produce from India does not
appear to afford any substantial foundation for the view that in practice this

stimulus, assuming it to have existed, has had any prevailing effect on

the course of trade; on the contrary, the progress of the export

trade has been less with a rapidly faliing than with a steady exchange.’ The
Currency Committee then proceed to point out that it was not necessary to quote
the statistics of the export trade to which the Committee of 1893 had called

artention, but they went onto add that‘we have been unable to find any
statistical support for the theory that exports are largely and permanently
stimulated by a depreciation of the standard of value resulting in a fall in the
exchange.” They then set out the figures of gross exports from India during
the twelve years from 1887-88 to 1898-99, which I quote in Table B®, and
conclude with the following statement: ‘ We hesitatz to draw any positive con-

clusion from these figures, but they afford no supportto the theory that large

exports are incompatible with a rise in the rate of exchange.'

"“INCREASE IN TAXATION.

‘I shall now proceed with the second of the two causes of the :urplus I
have mentioned above, numely, increased taxation. The ircrease of taxation
from 1883-84 up tothe last year, when a portion of the income-tax and the
duty on salt were remitted, 1o which I shall refer presently, may be distributed

) ‘. “- -

=

, * Vide Appendix.
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under the following heads: (1) income-tax, (2) duty on petroleum, (3)

enhiancement of duty on salt, (4) increase of duty on imported spirits, (3)

general import-duties, excluding the duty on petroleum, (6) import-duty on
cotton-goods, (7) increase of Kohat salt-duty, (8) re-imposition of the patwari--
cess, (9) excise-duty on cotton-goods, (10) excise. As will be seen from Table

C,* the total increase of taxation under all these heads is about 8,78 lakhs
annually ; if from this we deduct the amount remitted of the salt-duty and the
income-tax, the amount will be reduced by 2,08 lakhs ; in other words, the net

increase of taxation from 1883-84 onwards has been 6,70 lakhs a year ;and |

venture to hope that when we have a succession of years of surplus, it is not

quite unreasonable to ask the Government to consider whether any of the taxes

imposed in recent years may not be reduced or, if possible, remitted,

I think an examination of our financial history will prove conclusively that

additional taxation has been imposed from time to time upon grounds speci-

fied on the occasion. I venture to point out that it is by no means prudent or

desirable to keep on a tax after the necessity for its initial imposition has ceased

to exist. [t is quite open to the Government to increase its expenditure inde-

finitely, and if this process is followed without limit or restraint there would be

no chance of the recently imposed taxes being diminished or withdrawn. I have

enumerated the heads of increased taxation in recent years, and | propose

to examine in detail one of these taxes, namely, the income-tax.

‘““ ABOLITION OF THE INCOME-TAX.

“ I confess 1 was disappointed to read in the Financial Statement laid before
us that the abolition of the income-tax is considered to be beyond the range of
practical politics. In spite of this declaration of policy I regret I am unable to
change my views on the subject which have been formed after a careful examin-
ation of both sides of the question. My objections to the continuance of the tax
are based mainly on the following grounds :—

(1) The tax was imposed at a time of great financial exigency, brought
about by a fall in exchange, an increase in the army, and the heavy cost of
frontier fortifications and defensive railways. That exigency has passed away,
and as the Government has secured large surpluses during the last few ye;n's
the policy of continuing the tax is of doubtful necessity and propriety.

(2) The income-tax is looked upon by every nation as the great financial
reserve, which may be drawn upon in times of emergency. In the present state
of Indian finances all possible sources of taxation appear to be exhausted, though
there may be no end to human ingenuity; the Government isp bare of all
resources and, should there be any sudden and extraordinary emérgency, must

* ¥ide Appendix. =
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inevitably fall back for funds on loans. The Indian money market is limited, as
pointed outin paragraph 116 of the report of Lord Welby’s Commission, and large
sums must necessarily be borrowed in England. This will have the undesirable
effect of increasing the sterling liabilities of the Government, against the warnings
of Finance Ministers and contrary to the recommendations of the Currency
Committee of 1898 (paragraph 70 of the report). [f Government abolishes the
tax, husbands its resources, exercises a resolute economy and lives within its
means, a reserve of extraordinary potentiality will be at its disposal,

(3) If the revenue from income-tax continues to be raised even after the
emergency is over, it is merged in the ordinary revenues of the Empire, and at
last it becomes difficult to abolish the tax without greatly dislocating the balance-

sheet.

(4) Taxation is usually resorted to at a time when the Government finds itself
face to face with a sudden and grave financial difficulty, in order to enable it to
balance revenue with expenditure. Such taxation ought to be continued only
so long as this strained state of finance lasts; to retain a tax so imposed side
by side with large surpluses appears to be contrary to all sound principles of
finance, contrary to the purpose fcr which the tax is raised, and liable ultimately
to encourage extravagance. So far back as 1859 Mr. Gladstone pointed out
that the tendency of income-tax was to foster the spirit of expenditure, and that
‘the facility of recurring to, and of maintaining, income-tax has been a main

source of extravagance in Government.’

(5) 'Evasionis so entirely the rule that forms and returns are declared to
be perfectly useless, and, surcharge, or, in other words, arbitrary assessments,
made almost at random, has been universally necessary to attain anything like
a decent financial result.’ This view receives support from the opinion
of Mr. Gibbs, Special Commissioner of Income-tax, Bombay, recorded so
far back as 7th May, 1861 ; as also from a report submitted to the Government
of India in 1865 by a Committee composed of five representatives of Local

Governments.

(6) The assessment proceedings are of an inquisitorial character and lead
to oppression and corruption, necessarily rendering the tax most unpopular,

(7) One of the primary canons of taxation handed down to us from the
days of Adam Smith and accepted by all subsequent authorities on economic
subjects, ’ils that persons should contribute to it as nearly as possible in propor-
tion to theiyr respective abilities. The income-tax as levied in this country
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violates this principle, as itis extremely unequal in its incidence. A person
with an income of R3,000 a month is more easily able to pay R52-f-4 than is
another with an income of R100 to pay R2-1-4: the ability of the latter to spend
on necessaries is proportionately much less than that of the former; and conse-
quently also his ability to pay the tax.

““MR. LAING ON THE INCOME-1AX.

“My Lord, in support of the views | have set forth, may 1 be permitted
to recall to mind the opinions of two Finance Ministers. The Hon’ble
Mr. Samuel Laing, in his speech on the 16th of April, 1862, said in this Council :
‘1 hail, therefore, every proposal which shows signs of independence and self-
reliance; and, if the income-tax were to be perpetual, [ would much rather see it
transformed into a local tax than continued as an imperial tax. But before
acting on this view there is one paramount consideration which has to be
weighed, vss., whether the income-tax is to be looked upon as a permanent
or a temporary measure. Upon this point | have myself no doubt. The tax was
imposed for a limited term (five years), and at all hazards we must strive to keep
faith with the people of India, by not prolonging it. It is, of course, impossible
to give any absolute pledge as to what may occur three years hence. Necessity
knows no law, and unforeseen events may upset all calculations. But the question
is, are we to look upon the implied pledges given by passing the Income-tax
Act for five years only as a serious promise which we must strive every nerve
to fulfil, or are we to follow the example of England and treat it as one of those
common forms which like ‘lovers’ vows’ are only made to be broken? It is
my firm conviction that the latter course will be alike wrong and impolitic.
The people of England can understand that, whatever a Chancellor of the
Exchequer may say to round a period or elicit a cheer, the income-tax
cannot be repealed unless they are prepared either toabdicate the position
of a first-rate Power by disarming or to retrace the steps of Sir Robert
Peel’s legislation by imposing crushing duties on commerce and consumption.
But the people of India see no such reasons for continuing the Indian inconre-
tax, and they would simply feel that the Government, having got the tax on falée
pretences, was determined to keep it. Now, if there be one thing more than
another on which our Incian Empire is based, it is our character for speaking
truth. The idea that the *'word of the British Government is as good as its
bond " is the keystone of the fabric of our power in the East. Hence, without
in any way pledging the Government as to what may or may not be possible
three years hence, 1 vanture 10 say this—that in my judgment the main
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object to which the financial policy of the Government should now be directed
is to keep faith with India by getting rid of the income-tax.’

“MR. MASSEY ON THE INCOME-TAX.

“ The Right Hon'ble W. N. Massey, on the 14th March, 1868, in the
course of his speech on the Budget, in this Council, said :—'[ am not
here to disparage the income-tax. It is, as it has been, described by Mr.
Gladstone, ‘a mighty engine of finance,’ but it is an engine of finance which
has never yet been resorted to except under emergent circumstances. The
income-tax was first proposed by Mr. Pitt in the stress of the revolutionary war.
It was submitted to as a tax of necessity, but it was never imposed as a perma-
nent part of the fiscal system of England. It continued during a period when
England was engaged not in a sort of diplomatic war but in a struggle for her
existence as a nation, and the people were prepared willingly and loyally to
submit to any tax or any mode of obtaining money which the Ministry of the day
thought fit to propose. But the income-tax was dropped directly on the conclu-
sion of the Treaty of Peace, It was revived thirty years after by Sir Robert
Peel under very special circumstances. It was the object of Sir Robert Peel to
carry out a policy of the most extensive and beneficent character, He pro-
posed to liberate the commerce of England from the fetters by which it
was cramped and to afford a full development to enterprise and capital. To
carry this policy into effect it was necessary to make a large sacrifice of
revenue, to give up customs-duties of a considerable amount . . . .
The Minister proposed, for a limited period, the imposition of an income-tax
for the purpose of indemnifying the revenues against the loss which they
would sustain; . . . . No Minister has ever ventured to declare that
it is continued as a permanent tax. These, Sir, were the circumstances
under which the tax was imposed in England. Under what circumstances
was it proposed in India? India was just recovering from the suppression
of the mutiny, In making the effort she had largely added to the debt. She
had not only increased the debt but had created deficit in the income to the
zmount of several millions. Such was our position when- Mr. Wilson brought
forward his income-tax. The circumstances were of that urgent character which,.
in my view, justify a measure of such stringency . .. . But Mr, Wilson did
not venture to propose the tax as a permanent addition to the finances. He asked
the country to submit to it only for a limited period during which he calculated
the resources of the country would recover themselves. That period arrived and
the income-tax was suffered to expire. But let me remind you that, when this.
impost is described as a great engine of finance, an income-tax of 3 per cent. is.
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computed- to produce no more than a miliion of money here. This is a very small
result to compensate for the difficulties which attend the assessment of such a
tax, The peculiar objection which is entertained to an income-tax is not so
much the amount exacted under a moderate scale of assessment but the in-
quisitorial process to which it is necessary to resort , . . . This process is not

very much tothe taste of the English people; but it is specially repugnant
to the habits and feelings of the people of India.’

““ GRADUATED SCALE OF INCOME-TAX.

“ My Lord, if in spite of all these objections to the permanent retention of
the income-tax, the inquisition that it entails, the frauds 1o which it leads, and
the sense in the public mind of its injustice in laying the same rate upon the
holder of idle and secured public funds, upon the industrious trader, and upon
the precarious earnings of the professional man,—if, in spite of all this, the

_abolition of the tax is deemed to be beyond the range of practical politics, may
1 venture to suggest that the method of a graduated income-tax which has
been so ably advocated by Mr. Chamberlain and which now obtains in England,
should in fairness be introduced in this country. The people welcomed with
rejoicings the substantial concession which was made last year by Your Excel-
lency’s Government in drawing the line of demarcation between taxable and non-
taxable incomes at R 1,000 instead of R500; but I venture to point out that one
uniform rate for all incomes under R2,000 and another uniform rate for all
incomes above Rs. 2,000, cause a great deal of hardship to many middle
class men. In England, incomes upto £160 per annum, or R2,400 per year,
are exempted from the operation of the tax; an abatement of £160 is allowed
vpon all incomes exceeding £160 but not exceeding £400; an abatement of
£ 150 is allowed upon all incomes exceeding £400 but not exceeding £500;
an abatement of £120 is allowed upon all incomes exceeding £soo but
not exceeding £600; and an abatement of £70 is allowed upon all incomes
exceeding £600 but not exceeding £700. Thus, whatever the rate of the
income-tax may be, a person with an income of £161 has to pay the.tax
only upon £1, and similarly a person with an income of £s500 has to pay
the tax only on £350. Itis obvious that this graduated system has been
planned with a view to the circumstances and conditions of the taxpayer,
Table D* will show what the practical effect of this rule is, For instance, if the
tax be at the rate of 1s. in the £, the man with an income of £161 has to pay
at the rate of ‘07d. in the £ ; whereas the man with anincome of £500 pays at the
rate of 8'40d. in the £ ; and the individual who has an income of £700 pays

® Vide Appendix, '




FINANC(AL STATEMENT. 421
[30TH MARCH, 1904.] [Dr. Asutosh Muhopadhyaya.)

at the rate of 10'80d. in the £. In other words, although the tax is at the
rate of 1s. in the 4, and, therefore, apparently affects all persons equally, by
reason of the graduated abatement upon all incomes exceeding {160, the rate
itself becomes a gradually progressive one, affecting unequally, as it ought to
do, different grades of persons enjoying different grades of income. My Lord,
I venture to press upon Your Excellency's Government for serious consider-
ation the possibility of introducing this system of graduated income-tax and
also the question of raising further the minimum limit of taxable income. It
does seem to me to be somewhat anomalous that in England the minimum
limit of taxable income should be 4 160, whereas in this country it should
be Rs. 1,000.
“ PRESSURE OF INCOME-TAX.

“ My Lord, the graduated scale of income-tax now prevalent in England to
which I have just drawn the attention of the Council leads, I think, to some
remarkable conclusions. The present graduated scale of abatement was intro-
duced in 1898-99 in England, the scale which had been-used before being on
somewhat different lines. During the years 1898-99 and 1899-1900 the tax was
8d. in the £, subject, of course, to the abatements I have just deseribed ; in
1¢00-01 it was raised to 15. in the £, and in 1go1-02 it was further raised to 1s.
ad. in the £. Now, taking the Indian rates, a tax of 4 pies in the rupee is equi-
valent to a tax of 5d. in the £, ard a tax of 5 pies in the rupee is equivalent to
a tax of 6:254. in the £. Now, if we take a nominal tax of 84. in the £, subject
to abatement as in the English rules, it is equivalent to a virtual tax at a rate
which amounts to 4'84. in the £ upon an income of £400, and it is obviously
at a smaller rate upon all lower incomes. Even upon an income of £540it is
equivalent to a virtual rate of 6'23d. per £. It is obvious therefore, that accord-
ing to the English rule of abatement a tax of £d. in the £ causes less pressure
upon incomes up to £3540 than the Indian rate of 4 or 5 pies in the rupee. If
we take the tax at 1s. in the £, which I may call the war-rate, a virtual rate
of 5d. in the £ is not exceeded till we reach an income of 280, and a
virtual rate of 6°25d. in the £ is not exceeded till we reach an income of £340.
Similarly, if we take the tax at 144. in the £, a virtual rate exceeding §d. in the
£ is not exceeded till we reach an income of £260, and a virtual rate of 6'25d. is
not exceeded till we reach an income of £300. Witha tax of 154. in the £ a
virtual rate of 5d. in the £ is reached only upon an income of £240; and the rate
of 6'25d. in the £ i3 just exceeded only upon an income of £280. It is obvious,
thereforg, that whether we take the English tax at the ordinary rate of 84. in the
£, which prevailed from 1894 to 1900, or at a higher rate varying from 124. to 154.
in the £, due to the extraordinary exigencies of a great war, the Indian rates are
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not reached except upon tolerably large incomes. The Indian rate, therefore,
without the moderating influence of the wholesome principle of graduated abate-
ment, presses far more heavily upon the Indian people than the English rate
does upon the English people. This, my Lord, isa circumstance which requires
careful consideration, and I trust Government may find it possible to recognise
the principle of graduated abatement in this country. I hope I shall not be told
in reply that, if the English principle of graduated abatement is introduced in
this country, the amount of the realisable tax will be greatly reduced;if this
be true, it would only be an argument in favour of the total abolition of the tax,
for it is virtually an admission that it is impossible to raise a substantial amount

unless we adopt the obviously inequitable doctrine of allowing no abatements
at all,

“PRESSURE OF STAMP-DUTIES.

* My Lord, I have just pointed out that the pressure of the income-tax in
India is much greater in a large number of cases than the pressure of the tax in
England. Your Excellency may perhaps be surprised to hear that the pressure
of many other taxes is considerably higher in this country than in England. It
is extremely interesting to compare the stamp-duty payable upon various
instruments in India and in the United Kingdom. Thus, as will appear
from Table D,* the stamp-duty for a receipt or acknowledgment for money
exceeding Rs. 20 is one anna under the Stamp Act of 1899. According to
the English rule, it is 1d. for any sum exceeding £2; in other words, for a
sum just exceeding £2, the rate is 4 ; in India, for a sum just exceeding
Rio, the rate is 55 ; that is to say, for the minimum the Indian rate is 50 per
cent. higher than the English rate. Again, in England the stamp-duty upon a
conveyance is 6d. for £3, or £1for £300, that is to say, it is *5 per cent. upon
the value of the property conveyed or transferred, In India the stamp-duty
upon a conveyance is 8 annas for R50, or 10 rupees for R1,000 ; in other words,
the rate is 1 per cent. upon the value of the property conveyed. Consequently
the Indian rate is precisely double that of the English rate. To take a third
illustration, in the case of mortgage-deeds, the English rate is 3d. per £1o0, or:
ss. for £a0o, which reduces to arate of ‘125 per cent. upon the value of the
property. In India, the rate is that applicable to a conveyance, or that appli-
cable to a bond, according as possession is or is not given to the mortgagee ;
in other words, the Indian rate varies from 1 to *§ per cent.,, which shows that
the Indian rate is in some cases four times as much as the English rate, and
in other cases quite as much as eight times the English rate. Similar
observations apply to the case of leases in the two countrics. Again, if we

Vide Appoadix.
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examine the stamp-duty payable upon bills of exchange, we shall find

that it ranges between ‘o8 to ‘023 per cent. in England, The Indian rate
averages about ‘06 per cent.,, showing that in the majority of cases
the English rate is considerably less than the Indian rate, Other cases
of a similar nature will be found in Table E.* 1 venture to think that
instances Jike these hardly bear out the declaration that India is the most

lightly taxed country in the world.

“BURDEN OF TAXATION GENERALLY.

“In order to support my position that Government ought to consider the
question of reduction of taxes whenever a handsome surplus is available, [ shall
calculate the pressure of taxation in this country. If we adopt the principle laid
down in East India Blue Books No. 683 of 1901 and No. 1164 of 1903, the
taxation calculated under the different revenue heads of Salt, Stamps, Excise,
Provincial Rates, Customs, Assessed Taxes and Registration amounted in the
year 1902.03 to Rs. 30,06 lakhs (2:de Table F).* To this sometiines Land-revenue
is added, which in 190o2-03 amounted to Rs. 27,65 lakhs. The total taxation,
therefore, is 57,71 lakhs of rupees, which, divided among a total population of
230 millions, gives an incidence of Rs. 2-8-1 per head. If now we assume that
the income of anindividualis Rs. 30 a year, as stated by Your Excellency in this
Council on the a7th March, 1go1, the taxation is about 8} per cent. of the total
income of the masses, In reality, however, the pressure of land-tax on the popu-
lation is considerably in excess of that represented by the figure 27,635 lakhs ; for
it is really the gross rental the cultivators have to pay, whether to the Govern.
ment or to their landlords, which must be taken into account in calculating the
average pressure of taxation on each individual. These figures ace of paramount
importance, and when recently 1 put a question in this Council 1 was told
in reply that complete figures are practically not available. The figures in
Table G,* however, though undoubtedly susceptible of correction, will give us
a tolerably accurate idea of the pressure of taxation as it ought to be calculated.
A-cording to this calculation the total pressure of taxation is about 83,75 lakhs
of rupees, which, distributed among a population of 230 millions, gives an inci-
dence of Rs. 3-10-1 per head, or a percentage of 12'1 on the average income of

Rs. 30 per year. If now we calculate the incidence of taxation in the United
Kingdom in 1899-1900, that is to say, the normal year just before the war, the
total income from taxation was gg} millions sterling. This, being distributed over
a population of 41} millions, gives an average incidence of taxation of £2-8s. per
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head, Now the average income per head being taken to be £36, as recently
calculated by Sir Robert Giffen, the pressurc on theincome of an Englishman is
only 6'6 per cent. against 121 per cent. in the case of an Indian. [ need hardly
point out that, even if we accept the less accurate method of determining the
amount of the land-tax, we find the burden of taxation to be 8'5 per cent,
which is about 33 per cent. higher than the burden of taxation in England.
It seems to me that the correct solution of this problem is to be obtained
not by determining the amount of taxation but by calculating the ratio of
the amount of taxation to the income. 1t has been held by a high authority
that the burden imposed by taxation in a country is determined not so much by
the taxation which the people pay, as by the amount of wealth which they retain
for themselves. It is calculated that Italy paid 56s. per head of population in
taxes of all kinds in a certain year, whereas Great Britain paid 8os. per head in
the same year. But the burden of taxation was far greater in the former
country because the total average yearly income of each individual was only
£8-17s. while it was £33-10s. in Great Britain. 1 may observe in passing that, as
pointed out by the Famine Commissioners of 1830, we ought to have fuller and
more detailed information relating to the land-tax in India, and I venture to express
the hope that statistics upon the lines suggested in my question may be prepared
at the instance of the Government. 1 may also add that I have not included
Forests and Land-revenue due to Irrigation in Table F,* nor have I included
the net Post Office revenue in my calculations, though, as pointed out by Sir E,
W. Hamilton in Section IV of his memorandum dated 14th July, 1897, prepared
for the Royal Commission on Local Taxation, there are good grounds for its
inclusion; it is hardly necessary to point out that, if these items are included,
there would be a consequent increase in the pressure of taxation.

“ FAMINE AND TAXATION.

‘“ My Lord, the accurate determination of the incidence of taxation in this
country, which | have suggested the Government should undertake, assumes
great inportance from another practical point of view. It is found at the time
of every famine of any intensity that the power of resistance of the poorer or agr--
cultural classes of the community is almost infinitesimal ; the readiness with which
they flock torelief-works and receive famine wages affords almost conclusive proof
that, although they may have just means enough to carry on their daily business
under ordinary conditions of life, they have practically no margin left to erable
them to struggle successfully against even one season of scarcity. Ipdeed, the
small amount of famine wages which enables them to pass through a season of
scarcity is ample proof that their reserve strengthis insignificant and in many

. Vide Appeodix.
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cases nominal. Itmayno doubt be suggcstéd.that this condition of utter help-
lessness on the part of the agricultural classes is traceable in some measure to
their improvidence as also to the effect of loans at usurious rates of interest. The
operation of these causes will no doubt be practically removed by the establishment
of co-operative credit societies, and the restriction placed upon the right of
alienation of land, both of which reforms we owe to Your Excellency’s Govern-
ment, though, I am afraid, their beneficial effects may not now be widely
appreciated throughout the country. But I venture to point out that the
effect of the reforms thus introduced will be materially strengthened if an in-
vestigation were undertaken to determine the incidence of taxation upon the
agricultural classes, which can only be done effectively after we have fuller and
more improved agricultural statistics than the Government seems to possess
at the present moment. The remarks which I have already made upon the
subject of taxation justify the conclusion that this lamentable want of
resisting capacity on the part of the agricultural classes is traceable, in con-
siderable measure, at least, to the great pressure of taxation upon members of
that class. It seems to me to be somewhat anomalous that the Government
should not possess full and accurate statistics upon this matter, and that at the
same time confident declarations should be made on behalf of the Government
that India is one of the most lightly taxed countries in the world and that there
is no relation between taxation and famine in this country,

“ AGRICULTURAL INSTRUCTION.,

‘“ My Lord, from this subject of the effect of famines upon our agricultural
population, 1 may be permitted to pass on for a moment to the subject of
agricultural instruction and the development of agriculture and agricultural
industries. No one will doubt for a moment in the beginning of the twentieth
century that the most vital relations subsist between agricultural instruction
on the one hand, and the development of agriculture and agricultural indus-
tries on the other; and I would suggest, for the consideration of the Govern-
ment, whether systematic arrangements should not be made with a view to
impart agricultural instruction throughout the Empire. I am encouraged to
make this suggestion here, because I believe that no Government of India has
ever been more profoundly impressed with the importance of encouraging
agricultural instruction than the one over which Your Excellency presides.
What is required is not merely a Department of Agriculture of the Government
of India under the expert direction of an able and experienced officer, but also
schools and facilities for elementary, secondary and advanced agricultural

instruction.
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“ We might perhaps take as,an exampls the rapid and solid progress
made in agricultural instruction in Germany, where the foundation was
laid by Dr. Thaer only so far back as 1803, and the country is now
covered with high schools, institutes, and rural schools for imparting in-
struction in agriculture ; there are even agricultural institutes at the Universities.
The principal object aimed at by the agricultural high schools and institutes in
Germany is the theoretical and practical instruction of owners of estates, tenants
and farmers, and even of professors, lecturers and teachers in the
science of agriculture. This is supplemented by the training of future officials
of the Land Administrative Departments and of scientific research for the
furtherance of agricultural progress and knowledge. My Lord, it has
been stated on the highest authority that in Germany agricultural science
and its practical application have resulted in an important increase of agricultural
and agricultural-industrial products, and it is noteworthy that this has resulted
principally from funds furnished by the State. At the present moment, there is
no branch of agricultural management, no branch of special agricultural production
for which special facilities for instruction are not provided in Germany. The
expenditure of the German States for agricultural instruction in its three
stages,—clementary, secondary and advanced—is considerable ; for Prussia,
alone, 1 find, it is £75,000 annually. But this State expenditure for the
furtherance of agricultural instruction has proved a profitable investment ;
and [ have little doubt that the same will be our experience here, for there
is no country more likely to be benefited than India by the application
of agricultural science to practical agriculture. My Lord, I may refer, for
a moment, to one practical illustration of the agricultural instruction given
in Germany. The discovery of the presence of sugar in beet-root and
experiments for its production were first made in Germany during
the latter. half of the 18th century and today Germany is the greatest sugar-
producing country in the world. The bounty system has, of course, materially
assisted the growth of the industry ; but this does not detract from the value of
the chemical-agricultural co-operation. In 1836 the number of sugar works
was 147, which had risen to 400 in 1899. In 1836 the yield of raw sugar was only
5 per cent. upon the quantity of beet treated ; in 1899 the percentage of the
yield of raw sugar upon the quantity of beet had increased to 13 per
cent., proving conclusively that the gradual and steady rise in the percentage
yield of sugar was due mainly to the researches of agricultural chemical science,
The consequence was that, whereas in 1836 the yield of raw sugar in Germany
was 8,000 tons, in 1899 it was 1,600,000 tons; in about 60 years the industry
had increased two hundred fold. My Lord, these are startling figures, and
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they would have startled Dr. Thaer, the founder of agricultural instruction
in Germany, and Dr. Leibig, the founder of agricultural chemistry ; ‘ they have
truly sown a seed which after their death has brought forth fruit a hundred fold,
because chemistry, the youngest of the sciences of their day, has been summoned
to the aid of 'the oldest of all human occupations, the tilling of the soil.” |
earnestly trust, my Lord, that agricultural instruction may, under Your Ex-
cellency’s Government, be placed on a wide and enduring foundation, so that
it may confer even higher benefits on this country than it has done on Germany.
We all recognise with gratitude that an excellent beginning has been made by
the establishment of the experimental farm and agricultural college at Pusa
which has been materially aided by the munificent donation of Mr, Henry
Phipps. I hope the time is not far distant when some wealthy countryman
of mine may realise the importance of the institution and fittingly supplement
the princely donation of a foreigner in aid of this noble institution.

“ MILITARY EXPENDITURE.

““My Lord, the -next subjectto which I wish to make a reference is the
recurring and perplexing question of military expenditure, It is a steadily,
rapidly, but necessarily growing burden on our finances, I accept it as an ele-
mentary axiom that a thoroughly efficient army is essential for the maintenance
of the British power in India, both for its internal security and for its external
defence; and that the efficiency and the mobility of the army are prime
factors in the prosperity of the country. The loyalty and contentment of
the people are factors of paramount importance in the stability of the British
rule in this country; but I think it is a great mistake to deprecate the import-
ance of the Army as its ultimate defence. My Lord, I yield to none in my
appreciation of the elements which must characterise an efficient army,
namely, its mobility, equipment and discipline ; and I do not demur to any ex-
penditure which our finances can bear and which our military advisers, presided
over by the illustrious soldier who sits in my front, may deem necessary for the
safety of this magnificent Empire. But, my Lord, what causes me the utmost
Jisappointment is what I must plainly describe as an element of unfairness which
comes in when any question arises as to the mode of apportionment of military
expenditure between the Indian and the British Exchequer. This matter, my
Lord, was never more painfully evident than recently when a difference arose
between the Secretary of State for India, the Government of India and the
War Office, with reference to the increase of pay of the British soldier. The
whole question was whether the initial annual charge of £220,000 and the ultimate
annual charge of £786,000 rendered necessary by the decision of His Majesty’s
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Government to raise the pay of the British Army could be rightly charged upon
the revenues of India. My Lord, if I may say so without impropriety, the cause
of India was strenuously fought by Your Excellency's Government in March 1goz
and again in October of the same year. Fairness and justice was entirely on the
side of the Indian Government, and it deeply pains me to say that the Lord Chicf
Justice of England, as arbitrator, should have determined that the whole of the
additional pay issued in India from the 1st April 1904 should be borne by the
revenues of India. As a consequence our Budget is weighted, on the expendi-
ture side, with a burden of £493,900. It may perhaps be said that in this
particular matter history has only repeated itself, and that there is no occasion
for surprise or disappointment. If we examine the published correspondence
betwecn the Government of India and the Secretary of State for India relating to
the incidence of the cost of Indian troops when employed out of India, we shall
find from Despatch No. 239 of 4th August 1882 that the Government of the
Marquis of Ripon protested, with only partial success, against the cost of the
Egyptian Expedition being thrown upon the Indian revenues. The very next year
the Government of the same Viceroy protested against the Indian revenues being
burdened with non-effective military charges ; in other words, charges incurred
for retiring pay and pensions, and other expenses of that nature, arising in
respect of His Majesty’s forces serving in India. It was pointed out that the
system under which the capitalised value of the pensions was paid ‘by the
Indian to the English Treasury was intolerable, inasmuch as under its
operation charges were thrown upon the Indian revenues in an extremely uncer-
tain manner and created a financial position of great embarrassment ; it was
added that when charges so incalculable and wholly beyond control were thus
suddenly thrown upon the revenues, all efforts to secure a proper equilibrium
of revenue and expenditure must necessarily be defeated, But, my Lord, this
remonstrance, so emphatic and so well-reasoned, proved wholly ineffectual. The
story was repeated when in Despatch No. 70, dated the asth March 1890, the Gov-
ernment of Lord Lansdowne sought for an abatement of the claim made by
the War Office against the revenues of India for the service of the British troops
employed in this country. Later on, when the Government of Lord Elgin, in’
Despatch No. 134 of 2nd June 1896, protested against Indian revenues being used
to defray any of the expenses of the Indian contingent sent to Suakin, the
decision was equally unfavourable to the interest of India. My Lord, the real
truth of the matter seems to be that although successive Viceroys have demanded
that England should show that her treatment of India in this matter has been just
and considerate, the authorities in England have been impervious to ‘reason and
remonstrance. My Lord, as was pointed out in one of the despatches to which I
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have referred, ¢ the tax-paying community of England.is amongst the wealthiest,
whilst that of India is amongst the poorest in the world.” It cannot surely be in
consonance with justice or sound ITmperial policy that the wealthy and dominant
race should relieve itself of charges at the expense of the poor and
subject race, if the smallest doubt can be thrown on the equity of such a

proceeding.
* FICTITIOUS SURPLUSES AND THEIR EFFECTS.

“My Lord, I shall now pass on to an examination of some specific points
arising upon the Budget Estimates which have been so lucidly explained by the
Hon'ble Sir Edward Law. The first point to which I wish to invite attention
is that, during the last four years, the amount of the surplus has been
uniformly understated in the Budget; thus,in the Budget for 1900-or,
the surplus was estimated at £160,300, whereas the actual turned out to be
£1,670,204; in other words, the actual exceeded ten times the Budget
amount. In the next year, 1go1-02, the Budget surplus was £690,9oo whereas
the actual was £4,050,243, or.the actual exceeded more than seven times the
Budget amount; in 1902-03 the Budget amount was £837,700 and the actual
£3,069,549, or the actual was very nearly four times the Budget amount ; in
1903-04 the Budget amount of the surplus was £948,700, and the revised
estimates show £ 2,711,311 ; in other words, the actual surplus is likely to be
three times the Budget surplus. My Lord, this systematic under-statement of
the surplus in framing the Budget cannot but be regarded as somewhat mis-
leading, and one finds it difficult to understand why the operation should be
repeated year after year, although we have no longer an erratic exchange to
spoil our financial calculations. As pointed out by Sir Michael Hicks Beach,
the test of a great financier is the accuracy of the estimates as shown by the
final returns of income and expenditure. One effect of this under-estimate of
the surplus is that a Government does not devote as much of the money of the
taxpayer to systematic works of improvement previously planned and carefully
worked out as ought to be done; in other words, the effect of a large surplus
2t the end of a year is to encourage, what are euphemistically termed,
special grants, but what in reality are grants for objects which the Govern-
ment did not contemplate as deserving of encouragement when the
estimates were framed. To put the matter from another point of view, if
the Government announces that its financial operations during the year are
likely to result in a surplus of three or four million pounds sterling, Government
would be 'p:esscd either to make a substantial reduction in taxation or to put
forward schemes for the real improvement of the administrative machinery,
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I think there is hardly any room for doubt that the amount of the surplus
ought to be anticipated with tolerable accuracy, and it cught to be applied for
the improvement of the material prosperity of the country in certain selected
directions. The course which has been followed has certainly a tendency to
eacoﬁragc recklessness in expenditure. The observations which 1 have made
apply with peculiar force to the surplus of the year 19go3-04; as I have already
pointed out, the Reviscd Estimate shows that the surplus is expected to be three
times the amount stated in the Budget. But I veniure to point out that the
surplus as shown by the Revised Estimate is in itself misleading, as indeed is
pointed out in paragraph 81 of the memorandum by the Financial Secretary. But
for the special grants, the surplus would have been Rs. 6,72 lakhs. Now consider
for a moment what these special grants mean. An examination of the figures
in paragraphs 8o and 223 will show that a large portion, if not the whoie, of the
special grants has not been, or will not be, spent during the year 1903-04;
they are expressly granted for expenditure during the year 19o4-05; but [ have
little doubt that even a portion may remain unspent during the year 1904-05,
for instance, the 5o lakhs granted to the Government of Bengal as contribution
towards the scheme for the structural improvement of Calcutta, the appro-
priation of which is expressly made conditional on the scheme being approved bv
the Government of India. My Lord, I cannot but feel that it would have been
more fair and accurale to show 6,72 lakhs as the surplus for the year 1903-04
and to provide in the Budget for 19o4-05 for such special grants as might
appear necessary to the Government. [ may further add that, if this method is
pursued in future years, we shall always be furnished with fictitiously low
surpluses, and there will be no possibility of any reduction of the burden thrown
upon the Indian taxpayer.

“ FAMINE INSURANCE GRANT.

“The next point to which [ wish to invite attention relates to the
Famine Isurance Grant, the details of which are shown in paragraph 18:
of the Financial Secretary’s memorandum. The revenue provided by the
measures of 1877-78 is shown at a uniform figure of £1,000,000 for the 27 years
between 1878-79 and 1¢04-05. 1 find considerable difficulty in accepting the
figure at £1,000,000 for the two years 1894-05 and 1895-96. So far as | can
gather, the amounts for those years appear to have been reduced from
£1.cco,000 (=150 lakhs) to 1oolakhs. I find it stated in the Explanatory
Memoradum by the Secretary of Stat: for India relating to Accounts and Esti-
mates for 1897-98 and presented to Parliament (page 7) under the head
Famine Relief and Insurance that ‘ the absence of famine for many years and
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the near completion of the scheme of Protective works advocated by the Famine
Commission led the Governm ent to decide that from April 1st, 1894, the annual
expenditure might be reduced to Rx. 1,000,co0, which is the amount entered in the
accounts of 1895-96." Similarly, on turning to the Explanatory Memorandum
by the Secretary of State for 1896-97 (page 12) under the head ‘ Famine Relief
and Insurance,’ | find it stated that, although in Jaccordance with the policy
adopted in 1881 respecting famine insurance it was decided annually to set aside
Rx. 1,500,000 from revenue for the actual relief of famine, for the construction
of works calculated to protect the country from famine, or for the reduction of
the existing debt, or avoidance of debt otherwise about to be incurred, yet ‘in
1894-95 and the subsequent years, it has been decided that in view of the pro-
vision which has already been made, it is sufficient to allot Rx. 1,000,000 for this
object.’ Again, when I refer to the Financial Statement presented to this
"Council on the 21st March 1898, I find, from the tabular statement in paragraph
169, the total expenditure chargeable to the famine grant for each of the years
1894-95 and 1895-96 is fixed at Rx. 1,000,000, The policy of reduction appears
to have been discontinued by reason of the famine which followed, and the grant
appears to have been restored in subsequent years to its original figure of
Rx. 1,500,000. The matter deserves inquiry and consideration, and if the view
which I have stated be correct—I speak with great hesitation upon this matter—
the balance at credit of the Famine Relief and Insurance Fund shown in the
last column of the tabular statement in paragraph 181 of the present Budget
will have to be reduced by one crore of rupees.

“ EDUCATION,

“ My Lord, I cannot conclude my observations without pointed reference to
two items of expenditure of radically different characters to be found in this
Budget. The first, my Lord, is the grant of 40 lakhs to Provincial Governments
for educational purposes. The only exception which can be taken to this grant
is on the ground of its inadequacy ; but I am not without hopes that funds may
be furnished more liberally in the future for the purposes of educational work,
specially of the work which the re-constituted Universities are expected to
undertake.

“TiBET MissiON.

z The second item of expenditure to which I wish to invite attention stands
out in singular contrast to the one I have just mentioned, namely, the expenditure
on the Sikkim-Tibet Mission exceeding 83 lakhs of rupees as jmay be gatbered
from the details furnished in paragraphs 112, 115, 155, and 159. My Lord, one
feels considerable hesitation in touching upon delicate matters relating to high
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m perial politics; but I hope one may be pardoned for exhibiting a curiosity
to know whether the whole of the expenses in relation to this Mission is to be
charged to the revenues of India, and, if so, whether any serious endeavour was
made to throw a portion, at least, of the burden upon the British tax-payer,”

The Hon'ble RA1 BAHADUR BipIN KRISHNA BOSE said :—* My Lord,

it is gratifying to know that the decision taken last year to utilise a portion of
the surplus to reduce the duty on salt has led to a material fall in prices
accompanied by an increase in consumption, thereby reducing the estimated
loss of revenue. Equally beneficial in its results has been the other measure of
relief granted last year—the raising of the level of income for the assessment
of the income-tax. In its present form it is a tax which is eminently just and
fair, and I am glad to find it authoritatively stated that, if at any future date
circumstances come into existence justifying measures further to alleviate the
burdens of the people, it will not be the well-to-do income-tax payers whose
claims will receive prior consideration. In fact, there is no reason why this tax
should not now be accepted as constituting an integral part and a permanent
feature of the financial arrangements of the Government. [ muchregret that the
Hon'ble Dr. Mukhopadhyaya thinks otherwise. He apparently does not realize
that the policy he advocates must tesult in transferring the burden from persons
more capable to persons less capable of bearing it, from the well-to-do lawyers,
merchants and officials, for instance, to the toiling millions who eke out a scanty
and precarious living from cultivation of land. The agricultural classes already
contribute their fair share—according to Dr. Mukhopadhyaya himself more
than their fair share—to the revenues of the Empire. He overlooks the further
fact that the progress of the country depends not so much on the prosperity
of those who form the majority of the income-tax payers as the prosperity of
the communities on whose toil depends the successful cultivation of land, the
foundation upon which the whole fabric of our national wealth rests. And to
lighten the burden on these communities should be the paramount sduty of the
Government. The analogy drawn from the state of things existing in England
is fallacious, inasmuch as the conditions here are wholly different from the
conditions obtaining in England. As regards irregularities and hardships to
which reference was made, they are inseparable from every system of taxation
that can be formulated for introduction among a population like that of lr‘dia,
and ought not therefore to be a determining factor in the decision of the
question involved, namely, the comparative equity and justice of the various
taxes that it is possible to introduce here,
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' Economic cowndition.—It has becn my misfortunc during the past four
years that I have sat in this Council to bewail the heavy losses caused by
grievous crop-failures in the Central Provinces, reaching, according to expert
calculation, the enormous total of 4o crores of rupees. Even last year, a
portion of the province, the rice-country of the Waingunga Valley and Chhatis-
garh was unable to escape famine. It gives me great satisfaction that I am
able at last to speak of an improvement in the prospects. The agricultural
" season about to close has been, taken all in all, one of the most propitious

within recent times.

‘“ The monsoon, though late in coming, was adequate, and all parts of the
Province have, more or less, participated in the blessings of a seasonable and
well-distributed rainfall. The area lost to the plough under the blighting in-
fluence of famine has been recovered back. Displacement of superior by
inferior crops was another distressing sign of deterioration. [n this respect,
too, there has been an improvement ; the area under wheat, the most valuable
crop, has increased by 20 per cent. as compared with last year, and is one per
cent. above the decennial average. The outturn is estimated to be 107 per
cent. of a normal crop,

“ Cotton cultivation.—Reference was made to the recent speculation in
cotton in America and to the possibility of a great development of the
supply of the raw article taking place in India to meet the demands of the
manufacturers in England. One noticeable feature of agriculture during the
past few years in the Central Provinces has been the great expansion of
cotton cultivation. Unfortunately, however, almost every indigenous
variety has deteriorated. The agricultural department has been engaged
since some time past in experiments on exotic varieties, but the
result has been disappointing. Foreign seeds are found to be more
subject to the vicissitudes of the season, and they deteriorate as fast as they
get acclimatized, Experiments carried on by the Manager of Mr. Tata’s mill
at Nagpur and some private landholders with the help of our local agricultural
department have been equally unsatisfactory. Cross-breeding with indigenous
varieties is now being tried, and it is very much to be desired that this may
yield some new vigorous varieties, Apart from the question of meeting demands
outside India, the further profitable development of our own cotton industry,
the most important of the industries employing Indian capital, depends largely
on the introduction of varieties yielding superior lint so as (o permit of finer counts
being woven, It must be admitted that with farms of 10 acres each and with
cultivation carried on mostly on capital borrowed at high rate of interest, the



434 FINANCIAL STATEMENT.
[Rai Bahadur Bipin Krishna Bose.] [30TH MARCH, 1904.]

introduction of improved methods is by no means an easy matter. Nevertheless,
even under existing circumstances, something might be done in the direction of
careful selection of seed and its distribution among the cultivators. Seeing that
as apainst our yield of 8o Ibs. an acre we have the American yield of 200 lbs.,

sometimes rising to 500 lbs, no question can arise as to the great room for
reform.

““New I'ndustries.—It was pointed out that the most important step that could
be taken to improve the condition of the raiyats would be found in the development
of industries based directly on agriculture. In the Central Provinces there has
been a considerable increase in the number of cotton-ginning factories. One
unexpected and somewhat unfortunate result of the establishment of these
factories has been the loss to the country of an important article of cattle-food.
When cotton used to be ginned in the villages by hand-labour, the seed was
utilised locally to feed the cattle, Now most of the ginning is done at the
factlories started at various trade-centres, and the seed, instead of finding its way
back to the villages, is being exported in enormous quantities outside India
for oil-making purposes. If some means could be devised to treat the seed
here, the bye-product cake would then be available as cattle-food. I venture
to submit that our Agricultural Department would be fulfilling one of its most
important functions if it were to import for experimental purposes the machinery
that is used in Hull (England) for treating the Indian seed or any other suitable
machinery. If the experiment succeeds, private enterprise, I have reasons to
think, will not be slow to take advantage of it and to set up, side by side with the
gins, oil-pressing factories. The benefit would be two-fold. A new industry
would be created, and the valuable cattle-food that is now lost 4o the country
would be available for home-consumption, though in a modified form.

“ Land-yevenue collection.—~The appropriation report shows thatin the
Central Provinces during 1902-03 the collections under the head of ordinary Land-
revenue amounted to a little less than 78} lakbs as against a Budget
estimate of about 8o lakhs. At the last revision of settlement the
assessment was fixed at g1 lakhs in round figures, The revenue report
gives B4 lakhs as the land-revenue on the roll on 1st October 190oa. The
difference, 7 lakhs, between the new assessments and the demand on 1st
October 1903, represents, | presume, the abatements granted on account of
deterioration caused by famine. The actual realization was less by 5} lakhs
than even this figure. I further find that more than a quarter of a crore
of outstanding under land-revenue and loans was remitted. Suspensions are never
popular, for there is always a strong tendency on the part of the collecting
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agency to recover the suspended demand with the first good crop. Iam glad
therefore that suspension has been very largely [ollowed by remission, All
this indicates a liberality of treatment which cannot fail to evoke feelings of
gratitude. [ hope the same generous policy will be steadily maintained until,
under the vivifying influence of a succession of good seasons, the scars left
by the misfortunes of the last decade heal up completely. I further hope that
till then proceedings with a view to a new settlement may be kept in abeyance.
For even, though the new assessment may not be brought into operation at once,
the very institution of these proceedings has a tendency to unsettle men's minds
and to substitute for the stimulus of hope the discouragement of uncertainty—a feel-
ing which can not but paralyse all efforts to recover from the effects of the famine.
Referring to the revenue report, I find the Chief Commissioner remarking that
* after such a prolonged cycle of bad seasons it was not to be expected that the
revenue would be promptly collected without considerable resort to coercive pro-
cesses,’ It isfurther said that ‘Mr. Hewett finds it difficult to believe, since less
than 1,000 writs of demand were issued during the year, that unauthorized pro-
cesses were not resorted to by the Tahsildars’ [ am glad the matter has
attracted attention, For not only in private conversation but sometimes in
Courts of Justice from the lips of witnesses, one hears of expedients adopted for
which sanction may in vain be looked for within the four corners of the Land-
revenue Act. | am afraid, to some extent, this is always likely to happen.
For the range of vision of an officer, whose main duty is to collect, is limited.
He seldom looks ahead and is unable to realize that to screw out the maximum
sum which a landholder could be made to pay by exhausting all his resources
and his credit, may swell temporarily the State coffers, but greatly
aggravates the troubles and difficulties of the payer, reduces him, in many
cases, to the position of the money-lender’s serf, and has altogether a depress-
ing effect on his powers of future recovery. It is satisfactory to know
that the Chief Commissioner has placed his doubts on record and has
pointed out that ‘ the matter requires constant attention at the hands of the
Commissioners and members of the district staff.” As it is, Mr. Hewett
does not ‘upon the whole regard the figures regarding coercive processes
as altogether satisfactory.’ The budget estimate for 1904-5 has been put
down at 89 lakhs, which is § lakhs more than the revenue on the roll on
1st Octoper, 1902. I hope the estimate has not been pitched too high and that
the excess represents past arrears and does not imply withdrawal of abatement

concessions.

“ Patwari-cess,—Referring to the last year’s Central Provinces Administra-

tion Report | find that the Patwari Fund closed with a surplus of Rs. 1,15,000.
[
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Now the patwari-cess has a history of its own. Formerly the patwaris were
either village-serv'ants or private servants of the malguzars, But now they have
become members of the Land Record Department. They owe no allegiance
either to the malguzars or to the villagers. They are appointed by, and are
absolutely under, the orders of Governmnent. They devote only a small portion
of their time to the discharge of duties regarding preparation of village-papers
which the malguzars are under a statutory obligation to discharge. Such being
the case, the landholders ought not, I submit, to be made to bear the entire
burden of the cost of the patwaris’ staff. Not only they are made to do so, but
the considerable surplus that used formerly, before the amendment of the
Land-revenue Act in this behalf, to accumulate out of the proceeds of the
patwari-cess after meeting the pay of the patwaris, is now appropriated towards
the cost of the controlling staft of the Land Record Department. As would
appear from the famous Resolution of 16th February 1902, the imposition of
extra duties unconnected with the preparation of village-papers on the patwaris
is in some Provinces acknowledged by Government grants towards the remunera-
tion of the patwaris. I submit that the landlords and tenants in the Central
Provinces have a just claim on the Government for the same liberal treatment
in the matter of this cess as is meted out to their confréres in other provinces.
The incidence should be so regulated as to cover the patwari's remuneration for
the performance of what, before the present system was introduced, constituted
village work proper.

“ Irrigation.—The past year will be memorable in the history of the Pro-
vinge as that in which the State for the first time recognised its duty to carry out
irrigation works at the cost of the public revenues, This new and important
departure, pregnant with potentialities of great future progress, is the outcome
of the deliberation of Your Excellency’s lmrigation Commission. The first
step may be said to have been taken by the substitution during the last famine
of tank-works for metal-breaking and road-raking as the backbone of famine
relief in tracts where such works were feasible. The recommendation of the
Commission that irrigation is likely to be useful only in the rice-country.is in
entire accordance with the experience of the people as evidenced by the tanks.
made to irrigate rice-lands during pre-British days. Fortunately the configura-
tion of the country here lends itself to the construction of storage-tanks and a
considerable number of them have been suggested by the Commission, Con-
struction of irrigation-works from the State fund is somewhat complicated by the
question of return they are likely to yield. But I may be permisted to point out
that their value should not be measurad by their financial success, but that account
should also be taken of the protection they give in years of drought, whiles*
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seasons of average rainfall they give certainty to agriculture, increase the outturn
and enable more valuable crops to be grown.- I may mention here that the utility
of tanks was fully established during the great drought of 1899. The fertilising
streams from two well-known private tanks in one of the aflected districts
(Bhandara) saved the crops of all villages served by them, giving them the
appearance of an oasis in the midst of a burnt-up desert, and the valuc of the
crops thus saved more than compensated the expenditure incurred. The Govern-
ment also benefited, inasmuch as the revenue was paid in full and no relief had to
be given to the people in this tract. Summing up the Indian peasant’s financial
position, the late Famine Commission remarked, ‘in good years he has nothing
to look forward to but a bare subsistence, in bad years nothing to fall back
upon than public charity.’ The margin of profits of our raiyats is so slender and
the uncertainties of their position so great, thata compulsory water -rate imposed
at the very beginning before the utility of tanks had been brought home to their
minds by an appreciable and permanent addition to their profits, would make the
tanks unpopular and mar their usefulness. In course of time, when experience
will have demonstrated their value, a reasonable water-rate may with safety be
imposed. But a hasty step at the beginning dictated by purely financial consi-
derations is likely to defeat the beneficent object the Government has in view.

“Octror sn Municipalities—Last year the Hon’ble Mr. Sri Ram and myself
"had referred to the Resolution on Octroi in Municipalities. We had pointed
out how a rigid application of the rule laid down therein would lead to
financial dislocation. Iam happy to find that very recently another Resolu.
tion making substantial concessions has been issued on the subject.
The principles it lays down are so important that I cannot resistthe tempta-
tion of summarising them. It points out that no system of taxation can be re-
garded with satisfaction which runs counter to the traditions and opinions of
those whom it affects, that Government cannot resist the consensus of a.ithorita-
tive opinion that indirect taxation is strongly preferred to direct imposts, and
that the Governor General in Council is concerned to find that, in order to make
good the deficit resulting from a reduction of the actroi-rates, certain Municipal-
ities have been compelled to enhance the rates of octroi on necessaries of life
or to resort to the unpopular expedient of a house-tax. He hasaccordingly been
pleased to rule that the maximum duty may be Rs. 3-3 in some and Rs. 4-1:
in other cases. We in Nagpur have promptly taken advantage of this con.

dession, for which I beg to offer our grateful thanks.

“ Collegiate edueation.—One result of the labours of the Universities Comm.s-
sion, so far as the Central Provinces arc concerned, has been that aitcition fuas
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at last been drawn to what I cannot but call the very inadequate aid collegiate
education in Nagpur receives at the hands of the Government. Up till 1885
Nagpur was without a College. In that year the people by strenuous efforts
raised a subscription of one lakh and three-quarters, and with this as a nucleus
an aided College with a competent staff headed by an European Principal was
founded, to which the Government and the local bodies sanctioned liberal
grants. At the same time, the Free Church Mission of Scotland, to whom the
people owe a deep debt for all that they have done and are doing for education,
raised the status of their school to that of a College. When the new College
had been in existence for about two years, a proposal was made by the Chief
Commissioner (Sir Alexander Mackenzie) to close it as an institution to
impart collegiate education and to utilise its trust-fund for an agricultural
school. The subscribers could not see their way to agree to this diversion
of the fund from its original object. This was followed by the with-
drawal, under Chief Commissioner's order, of the Government grant as also the
contributions by the local bodies, except that by the Nagpur Municipality, which,
however, was reduced. The promoters of the College faced the situation thus
created partly by reducing the staff and partly by appeals, which were
successful, to the well-wishers of the cause for special aid. Even under these
somewhat depressing circumstances, in course of time a commodious building
to hold the classes and a hostel to lodge the students were constructed. To
the latter the Government (Sir Charles Lyall’s) made a liberal grant. In
1893, ‘in recognition of the good work the College was doing,’ the Chiet
Comumissioner (Sir Antony MacDonnell) gave it a monthly grant of fifty
rupees, In connection with the enquiries of the Universities Commission, the
attention of our late Chief Commissioner (Sir Andrew Fraser) was drawn to the
above state of things, and before leaving the province he left instructions
to raise the College to a high standard of efficiency. The matter was promptly
taken up by his successor, Mr. Hewett, himself a member of the Commission,
and, in consultation with the governing body of the College, he has drawn up a
scheme, which provides for an Arts Department manned by a staff of two
European professors with English University qualifications and a suitable num-
ber of Indian professors. On grounds both of economy and convenience, the
arrangements for teaching Science have been made in connection with our Victoria
Technical Institute, which is intended to be the centre of industrial and agricul-
tural education in the province and which is now fast approaching completion, 1
understand these schemes are now before Your Excellency’s Government, |
earnestly hope and pray they may be sanctioned and thus our collegiate ang
scientific education placed on a sound and solid basis. One noteworthy feature of
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- the schemes which I must not omit to mention is that the popular element has
been adequately represented on the governing bodies of both the institutions, co-
operation on terms of equality between the official and the non-official elements
being the key-note of their constitution, |would fain hope that the days of doubts
and difficulties are over and that, animated as all are by a single-minded desire
to advance the best interests of the province, the two institutions fully equipped
and working side by side, will, by solid work honestly done, realize the hopes and
aspirations of those who have laboured long and hard to bring them into exist-

ence.

“ Co-operative Credit Societtes Act.—The Co-operative Credit Societies Act
passed last week, though not likely to prove a panacea for all the evil influences
that now operate to keep our agriculturists down, is undoubtedly an useful piece
of legislation. In the case of those who are in a fairly prosperous condition and
are sufficiently advanced to be able to combine for their common benefit, there is
every likelihood of the societies under the Act taking root and proving a success.
The real difficulty lies in the application of the Act to those who are not so
favourably circumstanced and who are in need of some extraneous help to lift
them out of their present condition. Under this category come the majority of
the raiyats in the Central Provinces. I am inclined to think, as I have submitted
on one or two previous occasions, agricultural banks somewhat on the lines laid
down in the Government of India’s despatch of 3ist May 1882, would perhaps
better meet the requirements of the case here. At the same time, the Act,
1 think, could be made to yield good results even in these cases if some of the
respectable moneylenders, who now deal with individual raiyats, could be
induced to deal instead with the societies formed under the Act. I must con-
fess I do not share in the morbid dread of the moneylenders as a class which
seems to dominate the judgment of some in this matter. As a result perhaps
of the hard times, there has sprung up within recent years a class of petty

saukars, who perhaps deserve all that is said to their prejudice, But we have
among usa class of moneylenders in whose family the business may be said
to tun from generation to generation. | do not think that taken as a whole their
profits are either extravagant or unreasonable, or that their terms, so long as
they are punctually fulfilled, oppressive. I hold strongly the view that in my
province the success of the measure would depend largely on enlisting the
sympathy and co-operation of these people. If you alicnate them, I should like
very much to know who is to finance the societies. [ entirely agree in thinking
that the State cannot take it upon itself this duty, It is not possible for it to
lend annually to thousands of raiyats all over the country. Nor is ita good
policy that it should add to the odium of the tax-collector that of the money-
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lender and debt-collector. Zakavi is for seasons of distress and not fer ordinary
times, Lately, my Local Government advanced 16 lakhs for seed, etc., in the
rice country, where the rains had failed, and rightly so. But it could not, and
should not, do so in a normal year, I see therefore no way out of the difficulty
except by calling in the aid of the class of moneylenders I have mentioned
above. To found altogether new banking institutions for the object in view
would present many practical difficulties. The substitution of societies in place
of individuals would largely reduce the cost of establishment and Court ex-
penses, as also the loss resulting from the insolvency, and not unoften the dis-
honesty, of the debtors. This must automatically, as it were, lead to the gradual
introduction of an easier rate of interest than is possible under existing
circumstances. Your Excellency was pleased to speak last week of the re-
sponsibilities of my countrymen in this matter. Permit me to say, my Lord,
that the leaders of my community in Nagpur have been anxiously looking forward
to the day when discussion and deliberation would end and the time for action
would come. And now that the opportunity has at last come, they will be
found, not sulking in their tents, but at the post of duty.

‘" Increased pay to British Soldiers.—The item of £493,9c0 referred to in
paragraph 13 of the Statement is, as has been kindly explained to me by the
Hon'ble the Finance Minister, part of the sum of £800,000, in round figures,
representing the recent permanent addition to the Indian military expenditure on
account of increased pay to British troops. The circumstances under which this
heavy burden has been imposed in disregard of the protest of Your Excellency's
Government are, I feel bound to submit, such as are ill calculated to inspire the
Indian people with an abiding faith in the justice of the Government in England
in its pecuniary dealings with India. To quotethe words of one of Your Ex-
cellency's predecessors, Lord Mayo, the Government ‘ would not be justified
in spending one shilling more on our army than can be shown to be absolutely
and imperatively necessary’, and that ‘ every shilling thatistaken for unneces-
sary military expenditure is so much withdrawn from those vast sums which it
is our duty to spend for the moral and material improvement of the people.’

“India and fiscal reform.—Reference was made to the despatch of 22nd
October last setting forth the views of the Government on the movement now in
progress in the United Kingdom for the transformation of the fiscal system that’
has prevailed there for the past sixty years. 1 may be permitted to make a few
remarks on the subject from the point of view of Indian interest. We have no
protective tariffs. All our import-duties are revenue taxes. Thé excise-duty
on cotton-goods removes the only argument which could be urged against Qur
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system as having a protective character. My countrymen are not of the same-
mind as to the wisdom of this system, Some are of opinion that the infant
industries of India in their competition with foreign countries are entitled to
some protection, and that without it they are not able to carry on a fair
fight with countries having the advantage of a long start in the progress of
industrial development. Others again hold the view that dcfective knowledge,
want of adequate capital and a spirit of conservatism —these retard more
effectively the progress of our industries than any want of protection. Looking
at the matter from a practical point of view, it strikes me that we are not called
upon to decide at this juncture which of these contending views is sound. For
there is no likelihood of India being granted a perfectly free hand in adjusting
her tariff for the protection of her industries, supposing protection is good for
them. The experience of the past shows that the interest of the British manu-
facturers will have to be duly safeguarded in any scheme that may be formulated.
It is inconceivable, for example, that the powerful manufacturing interests in
Lancashire will ever permit the imposition of protective duties of any kind on
their goods in order that the Indian mill-industry may be fostered. Such being
the case, our interest lies in the maintenance of the existing state of things.
A modified scheme, which will subordinate Indian to British interests, while
doing no good to India, will only create heart-burning, which, instead of pro-
moting, will arrest the growth of consolidation of the Empire, which it is the
avowed object of the new policy to bring about.

“ Excise-duty on cotlon-goods.—After the emphatic declaration of the
Hon'ble the Finance Minister, it would serve no useful purpose to discuss over
again the question of excise-duty on cotton-goods, though I must confess I am not
at all convinced of the justice of the impost by his arguments. But there is one
point to which I beg respectfully to draw attention. Lately an attempt was made
to find out from statistics whether the mills in Lancashire manufactured any goods
similar to those made in India and which paid the excise-duty. It appears the
necessary information cannot be had. The only returns which the Lancashire
mills have to submit are as to the number of hands they employ and some
subsidiary matters arising under the Factory Acts, and no official statistics exist
to indicate production of yarn and cloth. This state of things places our mills,
which have to submit returns of production, at a considerable disadvantage.
For it is clear that rival manufacturers outside India profit by the knowledge
of what the Indian mills produce, while our mili-owners are unable to have
$imilar information regarding theirs. I submit that the returns, even if they
must be maintained for the assessment of the duty, may not, so far as they
disclose details of production, be made public,
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“ Technical education.—The question of industrial development, which has
received considerable attention during the past few: years, is no doubt, as
pointed out, surrounded with difficulties. The present economic conditions,
the comparative smallness of the available capital, its slow tendency to
increase, the ignorance of the means and methods necessary for its judicious
employment, the high charge for banking accommodation, all these combine
to present serious obstacles, It is also very true in the abstract that nothing
is gained by training our youths for a trade in which there would be
no opening for employment ; that technical education cannot create industries
but only supplies skilled labour to the already existing demands of capital.
1 believe, however, that a demand for educated labour in many branches
of commercial and industrial activity is rapidly coming into existence, and I
therefore hail with satisfaction the various measures that have been initiated
of late for the introduction of a system of technical and industrial educa.
tion culminating in the establishment of State Technical Scholarships. These
have inspired the hope that we may at no distant future be privileged to see a
wide development of our industries and manufactures. The policy which would
make India produce only raw materials can only result in reducing the popula-
tion to the dead level of poverty-stricken agriculturists. A wise and statesman-
like generosity has inspired the present policy and, carried out loyally in future in
the spirit in which it has been conceived, it will have as its reward a great

addition to the wealth of the country and a consequent increase in the happi-
ness and well-being of the people.”

The Hon'ble MR. HAMILTON said :—* My Lord, in the first place let n;e
congratulate Your Excellency’'s Government, and the Hon’ble Sir Edward Law in
particular, on the Budget. Thefact that such excellent results have been achiey-

ed while still within sight of the recent famines, shows that the finances of the
Empire are in very capable hands.

' To one like myself who takes a general interest in the problems connected
with agriculture it is gratifying to find the Finance Minister devoting so large a
portion of his Statement to the claims of this all-important branch of the busmess
of the Empire, and, as Your Excelleacy and the Hon'ble Member in charge of the
Revenue and Agricultural Department are equally interested in the same sub-
ject, it may be taken for granted that we shall soon be able to record as marked
a development in agricultural affairs asis possible in a country where progress
must inevitably be slow,

“ From the tone of his remarks, I take it that the Finance Minister is eager
to devote all the money he possibly ¢an to the cause of agriculture, and the
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recent Government Resolutions on Education and the Pusa Farm may be taken
as assurances to the same eflect. As a guide to what is required in this direc-
tion I may here refer to what is considered necessary in the United States of
America, my authority being the Official Agricultural Ycar Book for 1900 which
traces the history of agriculture in that country during the previous century,
The annual income of the land grant colleges and other institutions in which
agriculture is taught is 63 millions dollars or Rs. 2,01,0 0,000, On the 54 Agri-
cultural experiment stations the sum annually spent by the National Government
is $720,000 or Rs. 21,60,000, besides an additional Rs. 9,00,000 contributed by
the Provincial State Funds. The number of agricultural colleges and other
institutions in which agriculture is taught is 64, including the 54 experiment
stations referred to. The staff of all the experiment stations numbers 685, of
whom 308 are scientific teachers, In this connection it would be interest-
ing, for purposes of comparison, to know what the staff consists of which is now
.engaged in supervising and encouraging agricultural operations in India, and
what are the qualifications of that staff for the work of supervision.

“ The Hon’ble Sir Edward Law has mentioned the fact thatin the Central
Provinces there are now 1,800 subscribers to a monthly agricultural magazine, and
that 1,8co copies of a pamphlet in the vernacular have lately been sold to cul-
tivators. The number of publications issued annually by the American Board
of Agriculture is 6 millions, besides numerous bulletins issued by the various

States.

“ While on the subject of agricultural education, might I, in view of the
recent debate in this Council, quote the following words of the Director of the
American Experiment Stations, vz, :—

u“ Along with the improvement of the college courses in agriculture bhas come the
realization of the true function of these courses. It is understood that they
are for the training of the leaders in agricultural progress, and not for the
general education of the agricultural masses. For this purpose they are to
be made as thorough and complete internally and externally as the manifold
needs of American agriculture for well-trained and intelligent leadership
may require, Their success is to be judged by the same standard that is
applied to other college courses, and the number of students is not of so

: much importance as their quality.”

" My Lord, the figures I have quoted may send a shiver of despair through
the Hon’ble Members in charge of the Finance and Agricultural Departments,
but a Finance Minister who can spend 15 crores on a famine and shortly after
come forward with handsome surpluses may be trusted to find the money.
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“Rs. 30,60,000 is the sum annually required to run §4 agricultural experi-
ment stations on the American scale, but four or five such institutions, or the equi-
valent of Rs. 3 lakhs, will, for some years to come, suffice for India, and the paltry
sum named will not upset either the Finance Minister or his Budget. It need
not even come out of the taxpayer, for less than one million of the ten and-a-
half million sovereigns now lying fallow in the gold reserve, if invested in
three-half per cent. paper, would yield sufficient to run half a dozen experiment
institutions, and would at the same time reduce the national debt.

“ My Lord, is it too much to ask that the farms which it is proposed to
attach to the experimental institutions should be large enough to serve as
commercial object lessons? Your Excellency has on several occasions
expressed surprise that capital does not flow more freely from Europe into
India; the reason, my Lord, is simple; capital does not see the divi-
dends. Surrounding the American experiment stations are a great body of
intelligent farmers with some capital at their command who eagerly co-operate
with the stations and give practical effect to their teaching. In this country
there is no such medium, and a bridge is therefore necessary to cross the gulf
which separates the proposed institutions from the practice of the people ; and
it is here that a great opening may be found for European capital and enter-
prise. My Lord, when the institutions believe they have got hold of a good
thing, let them plant out 500 acres and publish the financial results ; if these
are satisfactory, Government will be in pocket by the experiment, and capital
will at once begin to flow.

“ In a recent memorandum Mr. Mollison pointed to theft of the crops grown,
as a difficulty in the way of European enterprise in agriculture. To meet that
difficulty he suggested some sort of share system with the native cultivator,
Difficulties of this kind can, I have no doubt, be surmounted ; perhaps as good a
share system as any would be for the European, or the Indian capitalist working
on Western lines, to become the landholder, and take his share by way of rent.,
If the 100 million acres of cultivable waste-land which are still ‘available in, .
India and the millions of landless labourers who are the first to go down in famine
could be brought together under a system of this kind, some interesting
problems might be solved. Only the other day I heard ofa large European
zamindari in Eastern Bengal in which the proprietor has had only one law-guit
for rent in thirty years, My Lord, these are the zamindaris which are wanted
throughout the country, and which Government should do their best «to foster,
What India wants is fair dealing and cheap capital. What the raiyat wants is a
place in which he and not another shall reap the fruits of his labours, and
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legislation like the Punjab Land Alienation Act and the Co-opcrative Societies
Act may, I hope, be taken asan earnest of the fact that Government has decided
to clear the path of progress of the pests which now suck the life of the

people.

“ The Hon'ble Sir Edward Law describes the additional Army expenditure
as ‘regrettable’ but ¢ incvitable.” My Lord, if Indian agriculture is to hold
its own, further expenditure in that Department is also inevitable and would not
be regrettable, for the welfare of India is inseparably bound up with agriculture.
The raiyat pays the land-revenue and the bulk of the salt-tax, the raiyat’s labour
yields the opium-revenue. The raiyat pays the best part of the excise-income,
and all the other branches of revenue are more or less dependent on his labours.
The raiyat fills the railway waggons and loads the steamers; the raiyat
grows the jute and fills the gunny bags; the raiyat grows the cotton and
wears the manufactured .cloth. In short, to quote the ancient sage, ‘the
profit of the earth is for all, the king himself is served by the field.’ My
Lord, while the empire rests as much on the raiyat as it does on the sword, the
claims of agriculture must have a first place in the Budget. I might go even
further and base these claims on military as well as on agricultural grounds, for
in an empire like India, which is subject to fears within as well as to fightings
without, what better protection against both could there be than a great army
of well-fed and contented peasantry ? With the Himalayas in front of him and
an army composed of millions of the peasantry of Northern India at his back,
His Excellency the Commander-in-Chief might safely ‘hang the trumpet
in the hall and study war no more.’

“1 am glad to find £8,107,600 budgeted for capital expenditure on Railways.
The amount budgeted for Major Irrigation Works, namely, £833,300, seems
comparatively small, but we may hope for an increase next year, when, if ap-
proved, a commencement may be made with the programme sketched out by the
Irrigation Commission. That programme, involving, as it does, a capital ex-
penditure of Rs. 44 crores, will require a capital outlay of over Rs. 2 crores per
annum for a period of twenty years, and the Irrigation Commission wisely
suggests that it should be carried out in a regular and systematic fashion by
loans; irrespective of the exigencies of the Budget. As the expenditure taken as
a whole is not likely to prove remunerative, provision will have to be made from
revenue for a possible loss in working, and the Hon'ble Finance Minister is
perhaps wise in not holding out hopes of wholesale reductions in taxation, |
should certainly like to see a reduction made in the salt-tax, salt being a necessity
for man and beast, but I should deprecate anything in the shape of permanent
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remissions in the fand-revenue, that being the soundest form of taxation ; while
the remissions are apt to find their way into the pocksts of men for whom they

are not intended. 1 would again congratulate Your Excellency’s Government
on the extremely satisfactory condition of the Empire’s finances.”

The Hon’ble MR. BILDERBECK said:=—' My Lord, I ask your kind
permission to touch briefly on one or two matters in which the interests of

higher education demand consideration in connection with the DBudger
proposals,

“In the first place, I would refer to a matter in respect of which I made
an appeal to Your Lordship’s Government a few days ago—the necessity of
giving early effect to those sections of the new Universities Act which
empower Universities in India to appoint University Professors and to erect,
equip and maintain laboratories, museums and libraries. The importance—nay
the urgency—of the question is undeniable, but I shzll not occupy the time of
the Council by repeating arguments with which Members must be quite familiar,
The prosperous financial conditions of the country, indicated by the Budget
Statements of this and recent years, and the fact that Government has
determined to spend money liberally on the establishment and maintenance of
the Agricultural Institution at Pusa and of a Staff College for the training of
military officers in India, inspire the hope that Government will at an early date
be prepared to take into serious consideration a scheme for raising the character
of University education and promoting the influence and utility of Universities.

“ Associated with the subject just mentioned is another—the recruitment of
Educational officers for the Colleges maintained by the State. In the debates
on the Universities Bill that have lately taken place in this Council, very strong
language was employed in criticism of the qualifications of gentlemen sent out
by the Secretary of State to fill professorial chairs in the Government Colleges
in some parts of India. Now, my Lord, while the strength of the language
seemed to me to be disproportionate to the circumstances in connection with
" which such language was employed, it must be admitted that it is an operr
secret that the various Local Governments do not always obtain the men
with the qua!iﬁcations they indent for; that the article supplied through the
India Office is not always in accordance with specifications; and, secondly,
that Government Colleges are in a chronic difficulty in respect to the engage-
ment of the services of suitable men to fill temporary vacancies in the chairs
of Professors who go on leave or are transferred to other posts. In reference to
the first of these matters, I would most respectfully urge that in the interests of
geod administration generally, and in justice to the Colleges and their students
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in particular, a strong representation be ‘made to the Secretary of State for
India in view to the adoption of some more satisfactory system of recruitment
than that which now pre\r.n]s. In the second place, I would suggest that
special provision be made in the Budget for the formation of a Professorsal
Reserve the members of which would be available for service in any part of
India. The officers belonging to the Reserve might be brought out as
probationers on terms similar to those obtaining in the covenants of members of
“the Indian Educational Service, and be held eligible for substantive appointment
on the occurrence of vacancies in the differcnt provinces. In some cases, the
members of the Reserve might be men with particularly high qualifications in
some branch of Science or Literature who could be employed as University
Professors and called upon to deliver specml courses of lectures or conduct special
classes at convenient times of the year in different parts of the country. | am
“well aware that many objections can be raised against this proposal, but in view
of the many advantages likely to accrue from it, the scheme is well worth a trial.

“ My Lord, I have so far suggested proposals which necessarily involve an
increase of expenditure on education. I have angther which possibly carries
with it a potentiality for increasing the funds available for educational purposes,
or for meeting educational wants without an appeal to the tax-payer.

“In the Madras Presidency—and doubtless analogous conditions exist in
other parts of India—there are institutions known as mufts and chattrams.
The mutts—which are of the nature of monastic institutions—were established
by pious founders in times long gone by mainly for the encouragement of
learning, but in some cases have fallen into unworthy hands that squander
and misapply the income arising from their valuable endowments. The
chattrams are often endowed institutions established for the purpose of
providing board and lodging for travellers and poor people. The administration
of the latter instifutions is, | believe, in some measure under official
supervision, and possibly the endowments attached to them are not misapplied

to any serious extent.

“1 wish to point out in reference to the chattrams that it would, I believe,
be in some cases perfectly consistent with the object for which they were estab-
lished if some portion of the income of their endowments could be set-apart for
the erection of hostels and the provision of meals for poor and worthy students,
In other words, the funds of these institutions might be utilised for the establish-
ment of sizarships for this class of students. Such an application of these
funds, while promoting the extension of the residential system in connection
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with the educational institutions of the country, would at the same time
greatly weaken the force of the arguments of those who condemn the extension

of the system on the ground that it incrgases the cost of education and is there-
fore unfair to the poor student.

““As regards the muffs and similar institutions, it seems to me that, i
their administration could be taken over by Government, the value of the
endowments attached to them might be considerably increased, and the State
would come into the control of funds which could be legitimately employed in
promoting the cause of sound learning. It would, 1 think, be greatly in the
interests of the country and of the mufts themselves if a small Commission
could be appointed—subject to reasonable restrictions—to collect information as
to the number of these institutions, the nature and value of their endowments,
the objects for which they were established and the way in which the institu-
tions have been administered and also to make proposals for reforms in
their management if such be expedient. The report of such a Commission would
lay bare the facts and would prepare the public mind for the necessity of
reform. From my personal knowledge of the views of many educated men in
Southern India, 1 can say that the mismanagement of some of these mutfs is
regarded as a grave scandal, and I believe that there are many who would
sympathise with, and give their support to, a well-considered effort to reform
them. 1f reform be decided on, it would probably be necessary, in order to
meet the case of the mufls and cRatirams, to pass a new enactment some-
what on the lines of the Charitable Endowments Act of 18go.”

The Hon'ble DR. BHANDARKAR said :—"My Lord, with Your Excellency’s
permission 1 will make a few remarks on some points suggested by the Financial
Statement. Though the surplus is stated to be 672 lakhs or, after providing for
special grants to Local Governments, 406 lakhs, I am somewhat concerned to
find that 6 lakhs and 2¢ thousand only have been allotted for Education. M y
Lord, the Government of India has acknowledged, in the Resolution on Indian.
Education recently issued, that India is entitled to ask for the highest intellect
and culture that English or Indian seats of learning can furnish ; and, in the
words of Lord Reay quoted by me in my speech the other day, *‘India should
have the best representatives of English learning.' Higher education cadnot
be placed on a satisfactory footing unless we have men of this stamp. And
the number of Professers in the Colleges must be increased. No teacher should
have a larger class than one of fifty students. If the number of men Yeading a
eertain course is very large, they should be divided into separate classes each
entrusted to an independent Professor. To secure all this a liberal allowance:
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from the Imperial Funds will necessarily be wanted, The present arrangement
of sending out men tp us from England is clearly defective and must be

improved.

“I would at the same time ask Your Excellency’s attention to the great
importance of creating among us a class of learned men. Not only will they
be the means of advancing knowledge and creating a thirst for it among others,
but devoting themselves to study and reflection, away from the turmoils of prac.
tical life, they themselves will truly become lovers of wisdom or philosophers
and constitute so many centres of influence. To effect this purpose a good
many Fellowships in connection with our Universities should, 1 submit, be
endowed. These Fellows should devote themselves to the study of Literature,
Antiquities, History, Philosophy and Science in its numerous branches.
Their initial allowance should be about Rs. 100 per mensem, and it should
gradually rise to about Rs. 250 in the course of ten years. They should
be required to show that they have been really working, by delivering lectures in
connection with the Universities or assisting the College Professors. They
should be eligible at the end of the period of ten years for Professorships
in Colleges or Head Masterships of High Schools. At present the Colleges
maintained by the Native States in our Presidency and some aided Colleges
also have only one European on the staff and the rest Indians. Fellows who
have been studying a subject for ten years after graduation will make better
Professors for these and also for Government Colleges than those who are now

appointed,

“I notice a grant of five lakhs to the Calcutta Museum and of one lakh to
the Zoological Gardens. Excellent as these institutions are at present, it is
proposed still further to improve them. Calcutta is the metropolis of the
Indian empire, and it is but proper that the Government of India should
provide it with two such first class institutions. But India is a vast country,
equal in extent to the whole of Europe except Russia, and Calcutta is situated
at the extreme east end of the line of its greatest width. The Museum and
the Zoological Garden, therefore, can be of no use to other parts of the country
than the Province of Bengal. - To expect the people of Bombay, Madras and
Lahore ‘to derive any benefit from them is to expect English people to derive
benefit-from institutions established in Vienna. The interests of the Province
of Bengal are committed to the care of the Government of Bengal; but the
Government of India should, I submit, look to the interests of the whole
country. I, therefore, hope, if we have a succession of such prosperity Budgets,
the Government of India will set aside liberal sums for providing such insti-
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tutions for the instruction and amusement of the people of Western, Southern,
Central, and Northern India. Bombay, Madras, Nagpur, Allahabad or Delhi
ought to have such Museums and Zoological Gardens as Calcutta has. And
may I say the same thing about the Imperial Library, which institution also has
won my adumiration ?

“The next point that I will allude to is about agricultural education. The
Hon’ble Member for Finance has endorsed the opinion of competent Europeans
that the Indian raiyat is a first class agriculturist. Still he admits that there is
room for instruction in certain points. I, too, readily admit that, but the
methods of training suggested in the recent Resolution of Government do not
appear to me to be quite satisfactory. These methods I came to know of some
months ago in Poona, and that was the opinion I formed of them there. A six
months’ course, for pupils of the Training College at the Government Farm
to fit them to be teachers of agriculture in primary schools, which is the better
method of the two, can furnish the pupils with but imperfect knowledge,
and supposing that they did acquire competent knowledge, the method of
giving agricultural instruction to boys in a class-room can, in my opinion,
serve no good purpose. At present the agriculturists teach their boys, not
by means of words spoken, but actually showing to them what they do in
the field and making them doit. This is a very effective method and the one
now thought of must, I think, fail. And information on the points alluded to by
the Hon'ble Member for Finance should rather be communicated to adult agri-
culturists than to boys. For this purpose the methods at present thought of
would be of nouse. What 1 would suggest is this: there is in connection
with the College of Science in Poona an Agricultural Branch, where young
men are trained f{or the Degree of Licentiate of Agriculture. The course laid
down for that Degree is very high, including, as it does, Trigonometry,
Physics, Botany and such other subjects. The preliminary qualification
also is high. In connection with the Engineering Branch of the College
there is a class for training Overseers required for the lower branch of the Public
Works Department. So there ought to be in connection with the Kgricult‘ﬁra‘l
Branch a class for training what might be called Agricultural Inspectors. The
preliminary qualification need not be high and instruction in the practical
agricultural portion of the course for the Degree should only be imparted to
them. After they have gone through this course and passed their fihal ex-
amination, they should be employed by the Agricultural Departmemt on salaries
beginning with Rs. 30 and rising to about Rs. 75 per mensem. About two such
Agricultural Inspectors should be employed for each talug, and it should be,
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their duty to visit the fields and give instruction to the peasants working there
on the points mentioned by the Hon’ble -Member for Finance. Butin the
present state of circumstances what our agricullurists want is manure, It has
been the time-hallowed custom of these men to dry the farmyard manure and
sell it or use it themsclves as fuel; and they have not the means of procuring
manure of this or any other kind elsewhere. I should, therefore, think that the
takavs advances that are at present made should be made by the Agricultural
Department through these Inspectors, and it should be their duty to scc that
those advances are properly spent, ., on the purchase of good sced, necessary
agricultural implements and especially manure.

“ As regards the statement showing the accumulation of wealth in India,
I leave it to those who have closely studied the question of the poverty of India
to determine whether that statement makes out a point opposed to their views.
But the Hon'ble Member's statement that the risein the prices of certain articles
that he mentions must have benefited the producers, 1 beg leave to question.
As a matter of fact we do observe an immense disparity between the wealth at
trading centres like Bombay and Ahmedabad and that in small towns and villages.
While the dealers in wheat and cotton roll in wealth, those who grow those
articles live from hand to mouth, and are unable to bear the stress of a single
unfavourable season even in such a Province as Gujerat, which before was con-
sidered impervious to famine. There is evidently an unequable distribution of
wealth. The cultivators are unable to take advantage of the rise in the prices of
wheat, cotton and other articles. The reason probably is that a good many
months before the harvest the traders enter into contract with the cultivators
and secure the produce, and hence a rise in the prices at the timec of
the harvest or later the latter cannot avail themselves of., DBesides, the
intelligence that is required for securing a due advantage in this respect is want-
ing. So even here the importance of the education of agriculturists forces

itself on our attention,

“ The fourth point I wish to notice is that concerning the cotton excise-
duties. It is a good deal contentious, but I will venture to say a few words
onit, The Hon'ble Member for Finance says in answer to those who maintain
that there can be no direct competition between Lancashire goods and Indian
goadé, that the cheaper price of the Indian textiles will attract to them the
purchasers of the finer textiles from Lancashire to the detriment of the latter.
But it appears to be forgotten that, except in a few solitary instances, the higher
classes, who use the finer cloth from Lancashire, think it derogatory to their
position to use the coarser cloth produced by the Indian mills. So that there
is really no competition between the two countries except within very small
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limits, Again, he says that the charges between Manchester and Indian
bazars, including packing, freight, etc., add to the cost of Lancashire goods
while the Indian goods are free from those charges; but what 1 have to-
urge on the other side is that the initial cost of the construction of a mill
in India is greater than that of one in Lancashire, because we have to import
from England all the machinery that we require and to pay the charges for
packing, freight, interest, etc. The interest on the additional capital must
contribute to enhance the cost of production of Indian goods. Stores also

have to be imported and those charge; paid on them. The Hon'ble Member

considers that the additional 34 annas which the purchaser has to pay on account

of the excise-duties does not bear heavily on the consumer, [ am sorry I can-
not think so. Those who use the coarse cloth manufactured by our mills are

mostly the same class of people to whom the diminution of the salt-tax has

given reliel, and certainly an additional 3} annas to such people is not inconsi-

derable.  The remission of the duty, therefore, would be of great benefit to

them. As to the necessity of additional revenues for the administration of

Government, the deficit caused by the abolition of cotton excise-duties may

be made up by raising the duty on the rich man’s cloth, that is, the cloth of

finer texture imported from Lancashire; or, when the growth of home indus-

tries diminishes the imports and materially reduces the revenue, there will be

time enough to consider and frame a consistent policy calculated to make up

the loss. And, finally, one of the chief reasons why these excise-duties are

disliked is that they were imposed at the instance of Lancashire. India has

become an agricultural country and depends for most of the manufactured

articles she wants on foreign countries, The effect is that when there

is no rain, or when the crops are destroyed by disease or by locusts or

by rats, the country becomes helpless. India’s economic salvation lies in the

growth of the manufacturing industries as is tacitly acknowledged by the

Gevernment of India itself by the recent institution of scholarships to be held

by Indians learning certain arts in Europe and America. One such industry has

taken root; and it is supposed to have come in conflict with an English

industry; and the Home Government compels the Indian Government to ovei-
weight it in the race. The anxious heart of an Indian, therefore, asks itself the

question, whether, if fortunately other such industries grow up in India and

compete with English industries, they will be similarly dealt with, and whether

England, immediately that some of her sons nearer home raise up a cry; will

always act the step-mother to her Eastern sons.

““The last point that Iwill touch on, is the steady increase in the Excises
revenue. During the last two years it has increased, we are told, 31 per cent,
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I quite believe that there is no desire on the part of the Government of India to
increase the revenue by encouraging indulgence in alcohol, as stated by the
‘Hon’ble Member, but the large increase of excise-revenue during the last four
years from 590 lakhs to 738 lakhs cannot but show that drinking has largely
increascd ; and this is confirmed by one’s daily observation. However, I am
quite satisfied with the the assurance that Government of India know their fui|
responsibility in the matter and are now paying special attention to it in the
interests of temperance and morality.”

The Hon'ble MR. MORISON said :—* Ever since the Government of India
entered upon a season of surpluses one complaint has been constantly repeated
in the public Press, the complaint that by the closure of the mints in 1893 the
Government of India increased taxation, inasmuch as the taxpayer has to pay
as many, or nearly as many, rupees of the artificial value of sixteen pence as
he had to pay when the natural value of the rupee was thirteen pence.

I venture to say that if there is one thing demonstrably clear in cutrency
problems, it is that the purchasing power of the rupee has not yet risen in con=
sequence of the closure of the mints; I believe on the contrary that it could ke
far more easily maintained that the value of the rupee went on falling after
1893; it is generally admitted that an Index number is the only means of
arriving at probable certainty with regard to the rise or fall in the value of
money, and of all the Index numbers which have been composed I know
of none which has been prepared with such elaborate safeguards
against error as the series published by Mr. F. ]J. Atkinson in varions
issues of the Journal of the Statistical Society. Beginning witk the years
1868—76 and taking the average prices of 100 commodities during these
nine years as equivalent to 100, Mr. Atkinson has prepared a series of Index
numbers up to the year 1got. This Index number stood in 1881 at g5, in
191 at 116 and in 1go1 at 135; this last figure is perhaps unduly swollen by
the famine prices of that year, but if the whole of that series of figures is con-
sulted it cannot, I believe, be seriously contended that there has been any
tendency towards a fall of rupee prices since 1893.

‘““The depreciation of the rupee since 1893 has been obscured by the stabili-
ty of exchange with gold countries. I recognise that as soon as the rupee was
linked to gold, local prices could not have long gone on rising if the Value of gold
had remained stable, but a glance at Sauerbeck's tables will show that the value
of gold fluctuated greatly in that period ; gold prices which had been represented
by 102 in 1874 had fallen steadily, until in 18g6 they stood at 61. Since that



434 FINANCIAL STATEMENT.
[Mr. Morison.] [soTH MARCH, 1904.]

year they have been rising and in 19oo stood at 75 and in 1go1 at 70. As gold
prices have becn rising since 1896 it is no matter of surprise that rupee prices,
though linked to gold, have risen too, and if this proposition is established that
the purchasing power of the rupee has declined since 1893, there is no ground

whatever for the assertion that by the same taxation the Government is taking
more than formerly from the pocket of the taxpayer.

“1f then the burden of taxation has not been increased the only question that
recurring surpluses suggest is whether the people or the Government of India
is likely to make the best use of the money collected in excess of the present
needs of' the administration; personally 1 do not believe that the small sums
secured to each family by the remission of taxation are at all likely to be
employed productively ; the money will not, in the familiar phrase, fructify in the
pockets of the people. But I can see many ways in which the Government of
India might spend these considerable sums upon the people more wisely than
the people themselves; and as there will be many claimants for the surplus
which | hope the Hon'ble Member for Finance may have to annoynce next year,
1 venture to put forward two suggestions ; both ideas have been suggested to me
by my experience as an educational officer, but they raise such large questions
of general principle that they could not, without irrelevancy, be discussed along
with the Universities Bill; the first of these suggestions has reference to the
organisation of higher education and the second has a direct bearing upon
the moral and intellectual development of Indian society though it will ‘hardly
add anything to the burdens of the taxpayer.

‘“ At the outset 1 should like to secure general assent to the proposition
that our Colleges in India are in reality nothing more than schools ; the age
of the students, the methods of teaching, and the standard of attainments
are all those of the school and not of the University. Such an estimate of the
value of our Colleges may seem invidious from the mouth of an Englishman, and
so 1 prefer to quote the opinion of an Indian friend of mine who took the
highest degree in Mathematics that the Indian Universities could
bestow, and then proceeded to Cambridge to study for a Research
degree. After being a year in Cambridge he wrote to me that he
regretted he had not read for the Ordinary Tripos as he found that many boys
came up from English schools with a better knowledge of mathematics than
he had browght from India ; and my friend is a Master of Arts in Calcutta and
a Doctor of Science in Allahabad.

]t simplifies many questions of educational policy to recognise that our
Indian Colleges are really schools; it disposes, in the first place, of many
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irrelevant reproaches which are constantly made against them; it is frequently
said, for instance, that our Indian Colleges have done nothing for the advance-
ment of learning ; this is true and it would be a serious indictment of a Univer-
sity, but it is no reproach to schools, the function of which is to give instruc-
tion in familiar and undisputed truths, and which are not constituted for re-
search. In the second place, if we recognise that our Indian Colleges are
really schools, we will realise that we cannot with impunity wrench them from
their place in a system of secondary education and translate them to the supe-
rior grade of University Colleges ; as schools they are doing very good work, and
if an Indian College cannot as yet claim equality with a german gymnasium or
an English Public school, many of them are capable of an approximation to
those types; but if we wish to transform them to the likeness of Colleges in
European University we shall be obliged, in the first place, to reorganise and
reconstitute them from top to bottom and then to set to work to create sub-
stitutes to carry on the work which they have done hitherto. The wiser
as well as the easier course is to leave our B. A, Colleges undisturbed at
the work of secondary education and to make some provision, on a perfectly
fresh foundation, for higher studies. This brings me to my first proposal; if
it is found this time next year that there is a considerable surplus after defraying
the ordinary cost of administration, I make bold to ask that a sum of £1,000,000
be set aside as the endowment of a achool of advanced studies.

“ The interest upon one million sterling amounts to a little over g lakhs, and
for the first two years, during which the details of the proposed school were
being worked out and Professors engaged, this income could be devoted to
purchasing a site and erecting buildings ; and I should like to say in passing that
there are in my opinion overwhelming reasons for placing such an institution in

he hills. Of the capital sum of a crore and-a-half I would devote the major
part, perhaps as much as go lakhs, to the natural sciences, because the spread
of scientific knowledge is of such paramount importance for developing the
material resources of the country, The school of science would perhaps
comprise as many as ten chairs, filled by men who had-already distinguished
themselves in Europe by original work, and their salaries would probably absorb
as much as Rs. 13,500 a month, or a little less than half the whole income of
the s¢hool ; under them would be assistants and demonstrators on smaller
salaries, and the remainder of the income would go all too quickly in the
expenses of laboratories, libraries and subscriptions to scientific periodicals.
But, though I recognise the importance of science in India, I cannot reconcile
myself to the idea of a University solely engaged in the cultivation of such utili-
tarian knowledge. The 6o lakhs, still unassigned, would yield a monthly income
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of Rs. 17,500, and with this comparatively small sum we could not pretend to
cover the whole circle of the /iterae humaniores, but we might at least hope to
establish a school of Oriental studies which would eventually become the recog-
nised authority upon all branches of eastern learning.  This Oriental side would
naturally fall into three schools of which the first and largest would be devoted
to Pali, Sanskrit and the studies which would naturally be grouped about
Sanskrit literaturé.  The second school would be of Arabic and Persian, and
I should like to put in a plea for a third smaller group of etudies which would
comp:ise Political Economy, Comparative Economics and the Economic history
of India, and this school would form a natural link between Science and Arts.

“There is a considerable number of persons in India who honour
Sanskrit or Arabic with their lips but who are strenuously opposed to any
project for making Indian youths devote  much time to the
study of these venerable classics ; to allay the fears of this class I
would explain that with regard to both Arabic and Sanskrit literature the
methods fof study would be European though the subject-matter would be
oriental, This in itself would imply a complete change in the manner in which
the languages would be studied, but I mean something more than this—something
more than the adoption of philology and of Western principles of Grammar. In
Europe the study of the thought of a particular people is made to serve as an
introduction to the study of similar speculations in other ages, as, for example
the works of Plato and Aristotle at Oxford, though forming part of a classical
education, are also made to form the basis of the teaching of philosophy ; and
similarly 1 conceive that in India a thorough comprehension of Vedant
would form an admirable introduction to the compararive study of European
philosophy ; in like manner Indian history would be interpreted and illus-
trated by European ‘analogies, and although the history of ‘India is not
as rich as that of Greece or Rome in political wisdom, it presents an unrivalled
field for those speculations upon the constitution of early -society which
now occupy so large a place in ‘the -scientific 'study of history. Hcw-
ever I must resist the temptation of ‘dwelling upon all the details of such
a school of-advanced studies. 1 only wish to show that I conceive of it as a
place wholly diffetent frotm any eéxisting College inasmuch &s ‘its object would
not be to ‘communicate and ‘examine upon elemertary or ‘well-known truths
‘but would be chiefly ‘engaged in thdse higher reaches of knowledge wherc the
master takes the pupil'along with him in his investigations of the unknown.
‘1 may perhaps be told that there is no place in the framework .ot our Indian
“Universities for such a school ; to this I wouldreply that I don’t think it import-
ant that this school should be affiliated to any University ; 1 do not think that it
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should prepare students for a degree; I do not even desire that its courses of
study should terminate in an examination ; Ict us have at least one institution
where Indians may read for the love of learning and because they delight in
study ; on leaving they would take away with them a diploma to the effect that
they had read certain subjects under certain Professors and I should trust their
after-life to show what benefit they had derived therefrom. But there cannot, I
fancy, be any doubt about the desirability of creating at least one such school of
advanced studies for the whole of India if once we clear our minds of the illusion
that the Colleges of our existing Universities are ever likely to undertake any

really advanced teaching.

“ ] urge the endowment of this school in the interest of the Indian student,
who is at present obliged to go to Europe if he desires to become proficient in
any branch of science or scholarship, and I urge it even more strongly in the
interest of Indian society generally as I am convinced that the intellectual,
level of a people must be sensibly heightened by the creation in their midst
of a body of genuine scholars. This closes what 1 would say here about
my first proposal, and with regard to what follows I speak with diffidence
and hesitation as I am venturing outside the area with which I am personally

acquainted.

“Scholastic education is not after all the only or indeed the prime
factor in the moral and intellectual development of a people ; the callings which
they follow in after-life determine far more profoundly their position in the
scale of civilization. I have often been tempted to wonder whether the
intellectual benefits of academic training have not in India been counter-
‘balanced by a loss of masculine virtues; schools and colleges have diffused a
set of new ideas which the people have come to value very highly, but the effect
of British rule has been to keep the people at large in stafu pupillars, in which
the opportunity never occurs of deciding upon momentous issues and of taking
a responsible part in grave emergencies. If it is a fact that the leaders of Indian
society have lost the capacity to act in a crisis, that fact would seriously detract
from the ultimate and permanent value of British rule. Much of the political
speaking and writing which one hears now-a-days is of a kind to make one fear
that such has been the case. I confess that I would rather, were it possible, have
the’opinion of Mahdajee Sindhia or of Ranjit Singh upon a political question than
of the leaders of the Congress. Such an enfeebling of the people is, | am
convinced, altogether alien to the intentions of the Government ; but the present
seems an appropriate time to signalise the danger, because the division and
redistribution of provinces which is now in the air suggests a means of
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partially counteracting it. 1 put forward the suggestion that a small Province or
Chief Commissionership might be formed and be officered exclusively by
Indians ; a suitable field for this experiment might perhaps be found in Orissa
enlarged by the addition of the Uriya districts of Madras and the
Central Provinces; this area contains but a small number of vested interests
which could take umbrage at such a change, and the administrative problems
are not, [ imagine, either so complicated or important as to offer an insuperable
objection to the experiment. When the area has been selected and defined my
suggestion is that the Government should declare their intention of reserving
to Indians for a certain experimental period all the appointments in this
province from that of the Chief Commissioner downwards.

‘It would not, I believe, be impossible to find Indians in the higher ranks
of the Civil Service, now serving in other Provinces, to act as Magistrates
in so small a number of districts, and Indians already fill with honour 2 con-
siderable number of District Judgeships. It is not incompatible with my proposal
that there should be a tramsitory administration in which the Chief Commis-
sioner and some of the Secretariat should be Englishmen. There are
Englishmen in the Covenanted Civil Service who are admirably, fitted by
temperament as well as by capacity to initiate their Indian juniors into the higher
branches of administration, and many of these men would warmly sympathise

with a well-considered plan for placing Indians in positions of greater
responsibility.

“ While putting forward this suggestion I wish emphatically to dissociate
myself from those who think that the administration of the country would be im-
proved by reducing the number of Englishmen in Government employment. I
am myself in the service of a governing body which is composed wholly of Indians,
and of their own initiative my employers (who are a very representative body of
men) are continually urging upon me the importance of adding more Englishmen
to the staff of the College ; if these gentlemen find that,in so comparatively
unimportant a concern, their interests are best served by employing the
expensive Englishman in preference to the cheaper Indian, I cannot believe that
the State can afford to reduce the number of Englishmen in its employment.”

“But I should be glad to think that the efforts of the Government to elevate
the people were not confined to imparting instructionsin science and scholarshnp

but also comprised the far harder task of fitting them worthily to fill the hlghest
offices in a civilized State.”

The Hon'ble Mr. PEDLER said:—‘‘ My Lord, the Financial Statement
made at the meeting of this Council last week was of so satisfactory a nature
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that it almost renders comment superfluous. It must be a source of the very
greatest satisfaction to Your Excellency and to the Financial Member that
the figures given in the Budget testify to the existence of prosperity in almost
every part of India, and that so far as can be foretold the coming year is
likely to be equally prosperous. It is, I imagine, the lot of few Indian Finance
Ministers after having had to provide for an expenditure much larger than
usual, still to be able to be generous in making liberal grants in settling
certain Provincial contracts and also to have a most comfortable surplus to fall
back upon after meeting such abnormal expeaditure,

“In arranging the new Provincial Settlements I understand Bengal is to
receive an additional lump grant of a third of a million pounds sterling, a
sum which can be very well utilized in that Province in pushing forward
various most necessary and urgently required reforms.

“1It appears to me too the Government of India has taken a most important
step in the matter of these new Provincial Settlements, a step which will have
the most beneficial and far-reaching consequences in the development of the
country. Indeed, the influence of this change of procedure is to my mind one
of the most remarkable features in this Financial Statement.

“ The Financial Member remarked at the time of making his statement :—

It cannot be said that the system of quadrennial settlements proved satisfactory,
for with such a short period of settlement it inevitably occurred that in the first year of the
term the Local Government was necessarily feeling its way under new conditions and
cautious about expenditure, while in the last year, if, as was generally the case, the balances
were large, there was a natural tendency to extravagance lest the terms of a new
settlement might reduce resources for expenditure,

‘The object of the arrangements now proposed is to give as great permanence
as possible to settlements, so that Local Governments may be able to form plans involving
expenditure with greater certainty as to future means of providing for their execution
snd at the same time havea more permanent interest in the growth of assigned

revenues.'

“The previous system adopted by the Imperial towards the Local Govern-
ments and the system which still exists in the relations between the Local
Governments and the various Departments working under them has always
seemed to me to be anomalous and the principle underlying these arrangements
to be distinctly unsound.

“The old system of the quinquennial settlements can be compared with the
case of a wealthy father who says to his son who is setting up house for himself,
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I will give you a certain income for the next five years, but at the end of that
period, if you have any cash balance left, 1 shall ask you to refund it to me,’
and as that balance will show me your income is too large for your wants, I shall
probably reduce your future income by a corresponding amount. 1 am sure the
natural outcome of such an arrangement would be that towards the end of the
agreement the son would certainly not be inclined to save money or to be

economical, but would spend evety penny he was entitled to in order to prevent
his future income from being reduced.

“ Was not this the exact position betwesn the Imperial and Local Govern-
ments up to the present new arrangements, and is it not also the position
between Local Governments and the Departments serving under them at the
present time, except that in the latter case the settlement is annual. If the
change now introduced in the financial relations between the Imperial and Local
Governments is pushed to its logical conclusion, it should, I think, be applied
as far as is possible to the relations between the Local Governments and

their subordinate Departments and even also in the sections of such
Departments.

* Hence, it appearsto me the principle now approved of by the Government
of India is a most important one and may have the most far-reaching conse-
quences in making towards steady continuity of work and real economy in

carrying out all important developments, and 1 feel sure the principle will in
the future be extended in various directions.

* There are a few special points in the Budget Statement to which I should
like to make a passing reference. The Hon'ble Sir Edward Law drew specia |
attention to what is being done by Government in the matter of agricultural
enquiry and development, and there were few more important parts of his
speech than those in which he indicated very briefly what had been settled as to
the new Agricultural College and Research Institution at Pusa. 1 look upoh
it that this will form an entirely new departure in Indian agricultural work
and, with research and teaching of a high order which will go on hand in
hand in the future, the possibilities of advance are enormous. Hitherto in
Bengal the only attempts at giving an agricultural education have been made
at the farm at the Seebpur College, but this experiment has been far from
a success from the unsuitability of its surroundings and from other defects.
It is hence proposed that the Seebpore agricultural class shall be closed when
Pusa starts work. In the future, with the highly qualified staff and the impr;)ved
educational opportunities at Pusa, the training in agriculture of Indian students,
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and specially of those in Bengal, should give a wonderful impetus to Indian agri-
culture, and should open out new fields of work. One of the instances ef such
research dealt with by the Hon’ble Member shows how much can be done by expert
attention to details in any industry, and he indicated how by improved processes
of indigo-cultivation and manufacture and by improvement in the general manage-
ment of the industry the fierce competition from synthetic indigo has been and
is being met. He mentioned, it is true, that prices have now fallen largely and
that the synthetic indigo had been reduced from a price of 17 pence a pound
to 8 pence a pound ; so that it is clear the competition has been and is most
severe, but Sir Edward Law holds out the hope that by further improvements
the natural product may still hold its own in competition with the artificial.
Every one interested in this industry in India will be glad thercfore to
know that the fight is to be continued, and that Government is trying its
best to help in the matter by the grant of substantial assistance,

“It must not, however, be forgotten that we have already had parallel cases
in history and that thirty years ago the madder industry in Europe passed through
a similar trial. ‘The colouring matter of madder was first chemically isolated and
its inner constitution accurately determined. Two German chemists later on
worked backwards from the colouring matter of madder, which is called alizarine,
to one of the constituents of coal-tar, and then proceeded toreverse the process
and work from anthracene, the coal-tar body, up to alizarine. This colouring matter
was thus synthetically produced from coal-tar, but at first by an expensive
process so that it could scarcely compete with the natural dye, but improve-
ments in the manufacture of the artificial dye were soon discevered in England
which resulted in its cost being largely diminished. Up to this point the
parallel is complete. The price of the artificial dye alizarine was not reduced
suddenly but only by slow degrees, so us to keep its price about the same or a
little lower than the natural product, and thus the artificial alizarine
gradually drove a large part of the madder industry entirely out of exist-
euce. In these days of rapid advance of chemical science it is well to be fore-
armed, and hence every help should be given to the indigo industry to enable it
to maintain its present position as long as possible. It would of course
be midness to give up the struggle at present, but_as science advances this
might become inevitable. Even sugar, to the cultivation of which many indigo-
planters are turning their attention, may in the future come to be a chemically
synthesized product, for one of the forms of sugar has actually been syntheti-
cally produced within the past few years, but by a most difficult and troublesome
process. There is no danger in the direction of producing synthetic sugar on
a manufacturing scale at present.
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““There are many other points in the Financial Statement waich show how
large-minded are the views of Government and how desirous Government
is that true progress should be made in all directions. Mostliberal grants
are being made for the fostering of science and culture in the matter of aid
to museums. Prominent amongst these grants is that of five lakhs to the
Imperial Museum and that of one lakh to the Zoological Gardens of Calcutta
As a member of the governing bodies of both these institutions I cannot
help expressing the warmest thanks for this most liberal help which wil|
place these institutions on a much more satisfactory basis than hitherto. In the
case of the Imperial Museum it is hoped to practically rearrange it and to make
it not only more valuable and useful from a scientific point of view, but also to
make the Museum more popular and attractive. With this large grant it is hoped
most valuable scientific work may be done. In the case of the Calcutta Zoologica |
Gardens, for along time many of the animals have been housed in such a manner
that it must have been most unhealthy and even cruel for the animals which are
kept in captivity, the cages being in many cases much too small for the free move .
ment of the animals in them, The grant of one lakh will enable much to be done and
will make it possible to show the animals under much more healthy and happy
conditions. The public of Calcutta will also be deeply grateful for the most
liberal grant of fifty lakhs as a contribution made towards the improvement of
this town, but it is scarcely my province to criticise this section of the Budget.

“The Government of India has done so much during the last two
or three years towards putting education on a more satisfactory basis:
and has recently spent so much time in educational debates that |
scarcely like to take up the time of the Council by again entering into any detail
on this subject. Education is, however, such an important matter that I may be
pardoned if | say a few words specially on the ground that the subject is
really one in which every thinking person is vitally interested. Education,
however, frequently suffers for the fact that its effects are not always to be
seen on the surface. Most of the points dealt with in a nation’s financial
statement represent matters in which an immediate return can be looked for
cortesponding to any increased expenditure. Thus, when a certain sum of
money is devoted, say, to improve the prospects of, or to increase the number of,
men in the executive services, an immediate result can be seen in the improve-
ment of such services and in the quickness of despatch of Government business.
An increase of expenditure on education, on the other hand, does not show
itself atonce but only after the lapse of some time or it may be only after a .
generation. If I were to state facts broadly | should say while it is the executive
services which are responsible for the well-being, progress and arder
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of the present time, it is on the nature and extent of the education which is
now being given that the future of the Indian nation will depend. Proper systems
of education now will mean the future success of Government, the future com-
mercial prosperity of the nation and the happiness of India. Improper educa-
tion will mean the opposite. Hence the strong plea which I put forward for the
continuance of the more liberal treatment which education has secured within
the past two or three years and for a still more liberal treatment, if that is possible,
in the future. The experience of European nations has shown that progress
and prosperity are intimately bound up with facilities for, and the development
of, education, and that without appropriate educational arrangements commercial
and industrial progress is paralysed. England has recently become awake to this
fact and is now putting forward immense efforts in the direction of specialized
education, and it is for India to follow on in the same lines as rapidly as circum-
stances will permit. Money spent on education, whether it is by a parent in the
case of a single child or for the children of a nation by the nation itself, is the best
laid out money it is possible to conceive. India wants more education of all
forms, from the highest to the lowest, for all classes of individuals and as a pre-

paration for all forms of work.

] would therefore express the hope that with the continued improvement of
the finances of the country which is foreshadowed in this Financial Statement
Government will see its way to foster and develop education to a still large
extent than has already been the case. [ need give no details of requirements in
such matters, but to any one interested in education it is clear on all sides
improvements and advances are possible. 'We want better colleges, also training
colleges for teachers, better schools, and more practical courses of education ;
we also want more contented and better paid educational services, more inspectors,
and more highly paid and more highly trained teachers, and many more of
them. We want a larger proportion of boys to come to our schools than is the
case at present, and still more do we want to see in India as many girls at school
* as there are boys. For all these money is wanted, and I trust as time goes
on it will be made available.”

The Hon'ble MR. ADAMSON said :—" My Lord, there are three points in
connection with Burma, the province that I represent, on which I desire to
make a few remarks. The first is the European police, The police throughout
India are apxiously awaiting the issue of the report of the Police Commissior, and
the action to be taken thereon. From the answer to a question asked recently in
this Council, and from the answer to a similar question asked in Parliament.
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I infer that there may be considerable delay in issuing the r;port and taking
action on it. But the European police in Burma are in a far worse condition
than members of their service in other parts of India, and their case urgently
demands an early remedy. Memorials were submitted by them in 1go1 and
1902, and it was practically admitted that they had grievances which required
early action, But asthe Police Commission was about to sit, orders were deferred
until their recommendations were received. The result is that up to date
nothing has been done, and the facts which I am about to mention will show
that the position of the Burma police is a very hard one. There was a very
large increase in the European staff immediately after 1885 when Upper
Burma was annexed, The addition consisted of young men fresh from
English public schools. The consequence of a great number of
young men of about the same age joining almost simultaneously is that there
is a very serious block in promotion. This fact cannot be better shown
than by a perusal of the last quarterly civil list of Burma. It shows that in
the lowest grade of Assistant Superintendents, whose pay is Rs. 300 a month,
the lowest officer has 16 years’ service, Beneath him there are numerous
officiating Assistant Superintendents drawing Rs. 180 a month, whose average
service is 14 years. The total number of District Superintendents is
40, and of these as many as 23 are in the lowest grade drawing Rs, 600 a
month, The pay of the highest grade of District Superintendent is Rs. goo a
month, as compared with Rs. 1,000 in other provinces of India. Owing to the
block of promotion only four officers must retire on account of age within
the next five years, so that by 19og every Assistant Superintendent in the
force will have over twenty years’ service. All this happens in a province where
the necessary cost of living of a European is at least 75 per cent. higher
than in the average province of India. The men who are in this lamentable
position, living from hand to mouth, unable to afford totake furlough, without
even the prospect of earning a full pension, are the survivors of the men who
took the most promenint part in adding Upper Burma to the Empire, and who,
saved Lower Burma when it was in the throes of a rebellion that has not had ijte.
parallel in any province of India since the days of the great mutiny; for,
as every one who knows the history of Burma is well aware, the third
Burmese War was essentially a policeman’s war. It is unnecessary for
me to enlarge on the subject. The memorials of the police-officers and the
reports on them are in the hands of the Government of India, and clearly and
completely state their case. I desire to urge the strong necessity for taking
immediate steps to improve the condition of the European Burma police without
waiting any further for the result of the Police Commission, which has already
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deferred for long a question that, but for the existence of the Commission, would
have been recognized years ago as admitting of no delay.

“The second point to which I desire to refer is the importance of
pushing on railway construction in Burma. For the last two years practically
no railway construction has been going on at all. At the present moment
there is not a yard of railway under construction, although the
projects for the Pegu-Moulmein line and the Henzada-Kyangin line have
been approved. The reason is that the Burma Railway Company
were not prepared to construct these lines on the terms provided in their existing
contract. New terms have now been suggested by the Secretary of State to
which the Company have agreed, and these new terms are to apply to—

(1) the Pegu-Moulmein line,
(3) the Henzada-Kyangin line,
" (3) the Daga loop to the Henzada-Bassein Railway,

It is to be hoped that work on the first two of these lines will be
begun this year. A survey is at present being carried on of a rail-
way to Arakan, and I understand that the Engineer, Mr, Lilley, has obtained
an excellent length through the Yomas from Prome, which with a tunnel
of 4,000 feet long will not involve a rise of more than 1,800 feet. The
surveys will probably be ready soon. The Southern Shan States lins to
Taunggyi has been surveyed and estimated on the 2’6" scale, and the
estimates have been received. The Chamber of Commerce is strongly pressing
for this line, and Sir George Scott, the Superintendent of the Southern Shan
States, who has a unique knowledge of the country, believes that it
will pay. If it can get to the platean through the Terai as far
as Kalaw, it would cost only 45 to 5o lakhs, This line would open up
the Southern Shan States with its fertile soil and European climate, and
wouvld give a great opening for European enterprise. It might advantageously
be included in the new terms, and work on the Pegu-Moulmein, Henzada,
Kyangin, and Southern Shan States lines might be commenced simultaneously,
and before the Daga loop which has not yet been surveyed. Later on will
come the Araken railway, the estimates for which are being prepared. To show
the enormous advantages of railway communications in Burma I will take the
cases of two districts, Tharrawaddy and Toungoo, where water communication
is deficient. In Tharrawaddy the land-revenue has increased from two lakhs
to ten lakhs since the railway was opened 27 years ago. In Toungoo, since the
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railvay was opened twenty years ago, the population has nearly trebled, culti-
vation has quintupled, and the revenue has been multiplied eleven times, Of
course we cannot expect these results on lines outside the delta, or rather
outside the plains of Lower Burma, but there is little doubt that, if indirect
returns are taken into consideration, the railways which I have mentioned will
eventually pay. Above all 1 desire to urge that now that the Government and
the Railway Company have come to terms adequate grants should be given at
cnce to enable the railways to which the terms apply to be completed as soon
as possible. It would be a thousand pities if we are to lose the whole of this
year owing to grants not being forthcoming.

““The third point that I desire to mention is the importance of a
_liberal expenditure in Burma on public works generally. During our last
provincial contract we spent over 70 lakhs a year on an average, and during
the last two years we spent over 8o lakhs. Unfortunately we did not
spend enough, and in consequence we ended the contract with a balance
of 138 lakhs. The result was that in our new contract the standard
figure for public works was fixed at 55 lakhs, and when a protest was made
and a standard figure of 73 lakhs was asked for, the Finance Department natur-
2lly enough pointed to the fact that we had accumulated a balance which could
be expended on public works. In the current contract we spent g4 lakhs
in the first year, 97 in the second, and this year we shall spend about the
same. We are therefore trenching largely on our balances, which will soon
come to an end, and when they do we will have to restrict our public works
very largely. Bengal spends about §5 lakhs, but the important point to - us is
that all work in Burma costs double what it does in India. Consequently 55 lakhs
in Bengal is equivalent to 100 lakhs in Burma. We also arean unequipped pro-
vince. Cultivation and population are rapidly extending, all of which means
heavy expenditure on both buildings and roads. Hitherto in this respect the
province has been run very much on the cheap. Many of our officers.
still live in mat houses. Many buildings in Lower Burma require renewaim
among others the police buildings, many of which are falling to pieces; and the’
requirements for satisfactorily housing the police are estimated at at least 17
lakhs. In the province of Tenasserim there are few roads. The large district
of Mergui has only about eight miles of road. In Lower Burma we have no
great open plains, as we have in India, and we cannot expect forest to ba cut
down and waste-lands to be cultivated if communications are not provided to
enable produce to be brought to the market. No doubt Burma revenue is
increasing rapidly every year, but it will increase still more rapidly with liberal
expenditure, Though Burma is a rich country it is undeveloped. The demands *
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for absolutely necessary expenditure increase as fast as the revenue. But

it is a country that would pay to develop, and the Government of India should
deal with it liberally. I may mention a few big works that must be undertaken

soon, 718, ;=

The Chief Court . . . . . . « 12 lakhs,
Completion of public offices . . . . « 16
General Hospital, Rangoon . . . . . 20 ,
Provincial Museum . . . . . 7 »
Barracks for military police, Shan States . . 8

ToraL . 63 ,

“It is difficult to see how these big projects can be carried out without
starving the ordinary public works requirements for the districts unless Burma
is liberally dealt with. Burma is a distant province. It is not under the
immediate eye of the Government, and its capabilities are not always very well
understood, or invariably kept in mind. What I desire to urge is that in
Burma the Government have a magnificent country with a soil and climate that
will respond at once to every effort of development, and that the best policy
towards it is a wise liberality in all financial matters,”

The Hon'ble NAWAB SA1YID MUHAMMAD said :—* My Lord, the time has
again fortunately come round for congratulating Your Excellency’s Government
and the Hon'ble Finance Member upon 2 most satisfactory Budget. The revised
estimates for the year which has just closed show a surplus of £2,711,200, which
is higher by £1,762,500 than the sum estimated in last year's Budget. Thisin-
crease is the more remarkable since the Hon’ble Member found it safe to announce
a reduction of taxation last year. In exempting incomes below Rs. 1,000 from
taxation .a definite loss of revenue was expected, but even under this head the
actual loss has been less than the estimate. Of far more importance and much
wider in effect was the reduction of the duty on salt by 8 annas on the maund.
A loss of revenue under this head also was estimated for in last year’s Financial
Statement, but, as announced by the Hon'ble Finance Member, the actual
loss has been less than what was anticipated. And the loss would have
been still less but for the unfortunate .accident by which the salt stocks in
the Bombay Presidency were damaged. This, as the Hon'ble Member
says, had the effect of causing ‘a scarcity and considerably raising prices
in that part of India and thereby unduly checking consumption.” Never-
theless, an increase of 429,218 maunde over the figures of the previous year
is reported. Though this may not represent the exact increase in consumption,
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it must be regarded as some indication in that direction, Considering that
salt is an absolute necessary of life and the tax presses most heavily on the poor-
est section of the population, the Government wisely determined upon a rednc-
tion of this tax when the prosperous state of the finances permitted it. Any re-
duction of this tax must necessarily stimulate the consumption of salt. In sum-
ming up the debatc on the Financial Statement last year Your Excellency
observed :—' Some fear has been expressed that the benefits of the reduction
on the salt-tax may be frittered away before they reach the consumer. But if
we examine the result of what happened at the last reduction in 1882, and again
when the duty was reimposed in 1888, we find good reason for thinking that a
difference of 8 annas per maund does filter down to the people, and is reflected
both in the price of the commodity and in an increase or decrease of consumption.’
While this is undeniable the fear to which Your Excellency referred is not quite
without foundation, since we have the authority of the Hon'ble Finance Member
who says in his present statement : —' The reports furnished are fairly unani-
mous in their conclusion that an immediate gain as regards the number of seers
purchaseable for a rupee was secured by consumers who were in a position to buy
salt by the seer, while it is generally held that a smaller, though direct, g2in was
also secured by all who were in a position to purchase salt by weight and as a
commodity by itsell. Unfortunately, however, it would not appear that the
natural reduction in price has so far fully reached those consumers of the
poorest classes who take their salt in doles from the bansas along with other
articles. It may be anticipated that in due course the influence of competition
will make itself felt in favour of the last class also.” Until that happens the
real object of the reduction in the tax will not have been gained. Salt is not
an article which can be abused, and the increased consumption merely
shows that formerly all classes of people could not afford .to consume the
quantity of salt necessary for the proper maintenance of health. Having
regard to the state of the finances and the steady increase of revenue, which
has already been tried by the severe test of one of the most terrible famines of
all time, [ earnestly trust the Government will, at no distant date, sanction
a further reduction in the salt-tax, so that salt may become really cheaper for
the great mass of the population, who have no other option but to take their
salt in doles from the seller. This appears to be the more feasible since, in the
long run, the surrender of revenue will not be very considerable as the reduction

of the tax is likely to be compensated, in a gradually growing measure, by the
increase in consumption,

-

“ My Lord, the next feature of the Financial Statement about which I should
like to say something is the question of Provincial Settlements, formerly known "
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as Provincial Contracts. The Hon'ble Finance Member observes that the
system of quinquennial revisions has not proved satisfactory, as, indeed, is shown
by the experience of 27 years. In the first year of the term the Local Govern-
ment was cautious about expenditure while there was a natural tendency
to extravagance towards the end of the term. In support of this view
the Financial Secretary in his statement quotes a passage in which the
following sentences occur :—‘Each Local Government is supposed to be free
to enjoy the {ruits of its economy, or of the successful nursing of its revenues,
But in practice its term of enjoyment is limited to five years, or, more correctly,
to the last two or three years of the term of settlement, for during the earlier
years it has usually little margin to spend. It is, therefore, under constant
temptation to spend its money, not on carefully matured schemes of well thougl:t-
out improvement, but on such as can be carried through before the close of the
settlement, in order to leave as small a balance as possible for resumption at the
impending revision.'  This is one way of looking at the question. From the
point of view of the Local Government it may be said that it found by
experience that the Imperial Government was usually inclined to resume the
balance left at the end of the term. Consequently, the inducemerit to the Local
Government for husbanding its resources and setting aside a large balance when
the period of revision approached was not very strong. A very interesting and
succinct history of provincial finance is given in the statement of tha
Financial Secretary, who also describes the changes that have taken place
in the system and the apportionment of revenue and expenditure between the
Imperial and the Local Governments. In the new system that is being
introduced the limit of five years has been abandoned and a permanent
settlement subject to certain conditions has been made. The new arrange-
ments proposed, to quote the Hon'ble Finance Member, will ‘give as great
permanence as possible to settlements, so that Local Governments may be able
to form plans involving expenditure with greater certainty as to future means
of providing for their execution, and at the same time have a more permanent
interest in the growth of assigned revenues. It is evident that the Imperial
Government cannot undertake any absolute obligation to maintain at all times
a definite proportion between the share of increase of revenues assigned to
provincial administrations and that which it is necessary to retain to meet
the growth of Imperial expenditure, and it must always reserve the right
to make either special temporary or more permanent reductions from provincial
revenues, if the exigencies of the State should require such measures” This
leaves the position of the Local Government somewhat uncertain, since, although
there is the likelihood that the new arrangement may not be disturbed for
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several years, there is also the probability that the terms of the setilcment may
be revised at any time, even within a period of less than five years. 1 notice also
that the proportion of allotment varies in different provinces: in the divided
hecads of revenue three-fourths are assigned to the Imperial Revenue and ones
fourth to the Local in Bengal, the United Provinces, Bombay and Madras ; in the
Punjab and Burma, five-eighths to Imperial and three-eighths to Local Revenue ;
and in the Central Provinces and Assam the proportion will be half Imperial and
half Local. The Hon'ble Finance Member will, I hope, favour the Council
with the reasons for the difference in the proportion between the wvarious
provinces. I recognise fully the generous treatment accorded to the Provinces
where the new settlement has been already introduced in making to them initial
grants of 50 lakhs each in the case of Bengal, Madras and the United Pro-
vinces and 20 lakhs to Assam. At the same time, by the alteration made in the
shares, the Local Governments, under the new arrangement, will receive a
smaller share for some years than they would have received had the old
arrangement been maintained. That being so, it is to be hoped that the
permanency of the new arrangement will be real, and the contingency of the
Government of India revising the settlement will seldom arise.

It is gratifying to find that of the rupee loan of three crores which it is
proposed to raise in India about half willbe spent on Irrigation Works, pro-
vision having been made for Rs. 1,35,00,000 in the Budget. So far the
increase in the revenue from irrigation is derived chiefly from the Punjab,
where irrigation works on an extensive scale have been established and are being
extended. In a country like India, where the Government as well as the
people are but too painfully aware of the terrible calamity that comes in the
wake of the failure of the rainfall, irrigation is justly regarded as the only
safeguard against the uncertainty of the monsoon. It will be long before the
whole of this vast country can be covered by a network of canals, if indeed,
all tracts of country can be placed within reach of irrigation works, but
we gratefully acknowledge all efforts that are made to extend irrigation works
in different parts of the country. Apart from the fact that the spread of canal-
isation and every other form of irrigation isa help to the solution of the gravest
problem the Government has to face in this country, namely, the uncertainty of
the periodical rainfall, irrigation works are distinctly reproductive and are cer-
tain to yield a fair interest on the capital investment. Asthe Hon'ble Sir Denzil
Ibbetson said last year :—' Nothing was impressed upon me more forcibly, when
serving upon the Irrigation Commission, than the large scope which exists for
the immediately profitable expenditure of capital upon minor irrigation works to
the advantage both of Government and the people.” With thelight thrown on
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the subject by the labours of-the Irrigation Commission, with the funds about to
be raised for the purpose, the Government should be able to proceed to give effect
to Your Excellency’s words spoken last year :—‘ We shall have to set to work to
provide for every province its reasoned programme of tanks, or reservoirs, or
wells, or canals, mapped out over a long series of years, and devised with strict
regard to the experience or the exigencies of drought.” 1 am glad the Hon’ble
Finance Member has drawn attention to the experiments made in the Madras
Presidency in minor irrigation of drawing water from wells by oil engines and
windmills, specially by the former. It is necessary that minor irrigation works
should receive as much attehtion as major irrigation works, for both are of
equal importance, though the latter of course are of larger protective value.

“ My Lord, in bringing the lengthy debate on the Financial Statement last
year to a conclusion Your Excellency made a pointed reference to one of the
most serious problems of the administration—a problem which has been con-
stantly before the public and the Government and which has been urgently
pressing for a statesmanlike solution. Your Excellency said:—'There is a
subject long under our notice, which we hope to deal with in the ensuing year.
This is that of the union or separation of judicial and executive functions.’
After referring to the great diversity and difference of opinion on the subject,
Your Excellency concluded by saying :—‘ But the question is of great import-
ance, and, whatever our ultimate decision may be, I should like it to be taken
up and dealt within my time.' Among the many expressions of opinion that the
Government of India has received upon this question some are constructive as
well as critical, showing how a separation between the two functions may be
effected, with little or no additional expenditure. The question is one that goes
down to the very root of the administration, and the general character of the
prevailing difference of opinion may be easily described by saying that while
the separation of the two functions is being urged, in the main, from
without, the administration it is being resisted, also in the main, from
within, the administration, There is nothing unusual in this fact. Whenever
a reform” of the first importance has been proposed—a reform likely to
bring about a radical change in the existing state of things—it has been
strenuously opposed by those whom it is likely to affect, in their opinion,
in a prejudicial manner. On the other hand, the proposed reform is in strict
conformity with the instinct and genius of British administration and also in
accordance with the highest justice and the truest statesmanship. Without
presuming-to anticipate the ultimate decision of Your Excellency’s Government,
I may respectfully point out that the question is one of reform, and nota



472 FINANCIAL STATEMENT.
[ Nawab Saiyid Muhammad ; My, Cable.] [30TH MARCH, 1904.]

choice between two courses of action, It is not as if a new system of
administration were about to be cstablished and the question for decision
were whether executive and judicial functions should be united or separated.
The two functions have been long united ; the present system has had a very
long trial. If it is found, as is contended, that the union of the two functions is
not conducive to good administration, then their separation should be effected ;
il the present arrangement is found the best, of course it will not be interfered
with. In the former case such opposition as | have indicated will have to be
counted with, but that having been overcome the matter will have been set at
rest and the Government will have accomplished a reform which will earn for it
the never-ending gratitude of the country and the approbation of history ; in the
latter case it will amount to the adoption of the line of least resistance, but the
question will remain precisely where it is now and will not have been closed.

“My Lord, only one word more and I have done. The increase in expendi-
ture on the army over the estimates for 1go3-19o4 is shown at Rs. 1,37,69,000,
the principal item being the increase in the salary of the British soldier. While
regretting the enormous addition to the permanent recurring military expenditure
I cannot help recalling the fact that but for the firm and courageous opposition
offered by Your Kxcellency’s Government the finances of this country would have
been further burdened with the charge of a large resident garrison in South Africa.
There was a determination, in disregard of every principle of justice and equity, of
saddling India with the cost of an establishment which has not the remotest con-
nection with this country, which owes to Your Excellency's Government an
immeasurable debt of gratitude for the unflinching and successful resistance
offered to that attempted impost.”

The Hon’ble MR. CABLE said :—‘* My Lord, it must be, I am sure, extremely
gratifying to the public generally that the Hon'ble the Finance Member
is once more in a position to place before us what may be filly described
as a prosperity Budget. Speaking on behalf of the commercial community,
I venture to offer to the Hon’ble Member our hearty congratulations oa.
the handsome surplus. I notice, however, that of this surplus a large
portion, which has accrued from profits, will be devoted to railway con-
struction : in other words, the Hon'ble Member proposes to add to block
out of revenue. I should be the last person to oppose the fullest possible
expenditure on railways. On the contrary, I take the earliest opportunity of -ex-
pressing my appreciation of the present liberal railway programme ; but it appears
to me that funds for such purposes might be more properly raised exciusively by
Joans. Our balances would then be available for the remission of taxation, or foy
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the formation of a liquid rescrve fund.  Such a fund, which should be kept within
suitable bounds, would accumulate in fat years, and would serve to counterbalance
deficits in lean years; and thus impart to Indian finance an equable stability
which would of itself be, I venture to think, a valuable asset ia the London
market. At the same time constant changes in taxation, which in an
Fastern country are much to be deprecated, would be avoided, I am aware
that my suggestion may not be entirely in accord with the principles of sound
Western finance; but I respectfully submit that the same remark applies with
equal force to the present methods of Your Excellency’s Government under which
profits are devoted to block expenditure. I observe also that, owing presumably
to the financial policy of the Government, the closing balances at the end of the
year 1go4-o0§ will, it is estimated, be about £3 million less than at the end of
the year 1903-04. This appears to mc to be a serious matter, particularly in
view of the hesitation and difficulty experienced in meeting the demands of trade
for telegraphic transfers in January last. My views are not altogether those of
my Hon'ble friend Dr. Mukhopadhyaya as expressed today, but 1 think we
both desire the same result, although we approach the matter from a different

standpoint.

“My Lord, before leaving the subject of accounts, I would beg leave
to tender to the Government the hearty thanks of the mercantile com-
munity for the donation of fifty lakhs to the scheme for improving the
insanitary areas of this city. | would also venture to askif the Hon'ble
Member will be pleased to afford some information as to the present position
and future prospects of the negotiations for a new mail contract between India
and the United Kingdom,

‘ At the instance of the Hon’ble Member the question of establishing a
combined Mint to supersede the two Mints at present in existence has been from
time to time very seriously considered by the commercial community ; and I am
bound to say that there is among all classes a growing feeling, amounting
almost to a positive conviction, that in view of the great area of this country and
of the peculiar circumstances of our rule hLere, it would be a mistake to be
entirely dependent upon one Mint only for our coinage. For instance, and by
way of illustration, let us assume the occurrence of a period of internal commo-
tion or mutiny in the country. At such times currency is as much a munition of
war as are shot and shell ; and the paramount importance of having two Mints
instead of one for the production of coin would be then immediately manifest.

“ My Lord, the statement of the Hon'ble Member with reference to the
income-tax is a frank declaration that that tax should continue to be levied as a
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permanent impost, and the Hon'ble Dr, Mukhopadhyaya has addressed forcible
remarks to this Council on the subject today with which 1 find myself
in agreement, This Council is aware that when the income-tax was introduced
the chief justification for it was found—I quote the words of the Marquis
of Duffertn— first of all in the extraordinary fall of silver which has recently
taken place and in the uncertainty which prevails as to the future fluctu-
ations which may affect its value’ My Lord, by reason of the currency
legislation of the Government, fluctuations, such as those to which Lord
Dufferin referred, are no longer possible; and consequently the argument
based upon their existence disappears. But at the same time I desire it to
be understood that the commercial and trading communities by no means
wish to shirk their fair share of taxation. Their objections to the tax
are based on the ground that it is unsuited to the circumstances and conditions
of this country ; that it is inquisitorial in character ; that it is largely evaded ;
and that it is therefore unfair in its incidence. It is upon these grounds that
hopes have been entertained for some years past that if circumstances permitted
the tax would be removed. I would now ask if we are to take the declaration of
the Hon'ble Member as setting the Government seal upon the permanency of the

tax ; for to my mind in matters of taxation a feeling of uncertainty should
be always avoided if possible.

“The Hon’ble Member has made a remarkable statement regarding the
cotton excise-duties. The commercial public must have deeply regretted to
hear those duties defended on grounds of principle. Hitherto it has been always
understood that they were levied as a sop to Lancashire; and I ‘feel bound to
protest against their being regarded—and they evidently are so regarded by the
Hon'ble Member—as being in any way a legitimate source of revenue. The
Hon'ble Member states that the freight and other charges outwards on cottons
constitute of themselves a sufficient protection on our Indian goods. I Beg
leave to differ upon this point, for, apart from other considerations, the law of
surplus prodyction, as it may be called, must be reckoned with, Countries ljke
England, where industries are thoroughly well-established, and have reachbed
a great pitch of perfection, are able to produce far more than is necessary for
home consumption. Consequently they easily can, and undoubtedly do, often
sell to foreign countries at absolutely cost prices in order to keep mills rnning,
The Hon’ble Member observes that a certain amount of revenue is necessary
for the administration, and he then goes on to say that as Indian industries
develop and check imports, there must be a steady decline in customs returns
for which some taxation must be framed ; and the trend of his remarks leaves.
no room for doubt that he looks to excise-duties to fill the gap which will thus be«
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created. Where, I would ask, in the slender ranks of our Indian industries,
may we expect the next blow to fall? Not, I trust, gn, for instance, the paper-
making industry of Bengal, because the paper-mills here are, I am told, barely
able to pay expenses, by reason of the fact that the Austrian mills are, in spite
of the § per cent. import-duty, dumping their surplus here at ruinously low
pricess The indigenous industry is thus being ousted by cheap importations
of a foreign made article; and surely in these circumstances the Hon'ble
Member would not suggest that a duty upon paper could be justified as a
legitimate source of revenue. The fact is, my Lord, that our nascent industries
require, and I think may fairly claim, a certain amount of sympathetic consider-
ation; at any rate our policy should not go beyond what we ordinarily understand

to be free trade principles.

“My Lord, the figures of coal exports given by the Hon’ble Member are
certainly striking, inasmuch as they show, at least in my opinion, that the
export trade in Bengal coal has almost reached its zenith. The Hon'ble Member
has made certain remarks as to the quality of the coal exported; but I can
assure him that during the last two years at all events practically none but the
best qualities have been exported, for the simple reason that only the best have
found a sale, In the meantime Cardiff coal is being delivered in increasing
quantities at Colombo, while down the coast wood fuel still continues to be used.
The trade at the present moment presents a very curious spectacle. On the
one hand, collieries in Bengal are, with few exceptions, being worked on the
barest margin or being closed altogether, while, on the other hand, as 1 have
before remarked, coal from abroad is being delivered almost at our doors. It
follows, therefore, that if it is desired to change this unfortunate state of things
the transit charges on the product must be reduced. 1f not, the export trade in
coal will not materially increase ; and an increasing export trade is fast be-
coming a vital consideration for the Bengal coal-fields. The inland demand for
Bengal coal is in danger of being curtailed by the development of coal-fields in
the interior of India ; and Bengal coal has already begun to be displaced at Cawn-
pore by coal from Daltongunge, while similar displacements will probably ensue
elsewhere, If I venture to allude to the fact that my prediction of three years
ago as to the future of the export trade in Bengal coal has been fulfilled by the
figures now before us, I do so merely with the object of adding some weight to
my opinion that the palmy days of the Bengal product may be regarded as past,
unless important reductions in transit charges can be made. 1 offer these
observations quite as much in the interests of the railways as of the coal trade
itself; and, although there is no need for precipitate action, there are abundant
reasons for immediate investigation. Upon this point—I mean the reduction of
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railway freights—1 am glad to find that the Hon'ble Member is in full accord
with the mercantile community. Coal is, after all, only one branch, and that
but a small branch, of our vast trade; and the recognition by the Finance
Minister that we must in future reckon with the cultivation of new lands in
foreign countries and must meet that new competition by improvements: in
our communications in India, and by reduclions in our railway tariffs, may, |
hope, be regarded by the mercantile community in the light of a definite promise
upon this important question, which will, I imagine, be agitating the Indian
Chambers of Commerce during the year.

* On the question of agriculture, I desire to associate myself, if he will permit
me to do so, with the remarks which have fallen from the Hon’ble Mr. Hamilton,
who has made the subject his own by great study and personal interest, [ feel
tempted to cap his quotation by one from a more modern authority : it was
the Right Hon’ble Mr. Jesse Collings who said that the true position of agricul-
ture in the world's industries is manifest when it is considered that all manu-
facture is only the manipulation of produce and all commerce is merely its
distribution. The question is not only of paramount importance to India, but
has become of Imperial concern, the tendency of modern political efforts being
entirely in the direction of the absolute independence ot the whole British Empire
in the matter of food-stuffs and raw produce. Now that the Government of
India are paying such great attention and upon such wise lines to the develop-
ment on a commercial basis of the agriculture of India, I am inclined to think
that difficulties may arise unless the principle is thoroughly understood and
accepted that commerce and agriculture are in this country mutually interdépen-
dent. It appears to me to be unfortunate that in the existing organisation of
Government these closely connected subjects are represented in different
Departments. For to my mind the trade prospects in any particular product
should always be permanently in the thoughts of those who are concerned with
its cultivation, in order that its development may bear some relation to the
possible demand for it. I merely venture to make these observations for Your
Lordship's consideration, as I am convinced of the truth of the apt remark i '
the Hon'ble Member that 'the trader can make no profit which is not shared
oy the agricultorist : under present conditions in this country their interde-
pendence is absolute.” Both Departments will be engaged on a mission having
the same ends in view, and means should be taken to ensure that they should see
eye to eye and work hand in hand.

“ And now, my Lord, in conclusion, I beg to be allowed to congratulate the
Government upon the prospects before them. The evidence of growing pros~ -
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perity as pourtrayed in the various tables given in the able and interesting
Budget Statement before us are most rcassuring, and must be a great source
of pride and satisfaction to those who have been engaged in the government of
the country during the recent times of trial. There is no sign of decadence in
the ccuntry's forecast, Difficulties of course there will always be, but none
which courage cannot surmount ; problems will arise, but none that intelligence

cannot solve.”

The Hon'ble MR. GOKHALE said :—* Your Excellency, I join heartily in
the congratulations which have been offered to my Hon'ble friend the Finance
Member on the very interesting Financial Statement which he has presented to
the Council this year. I think the Hon’ble Member has been the luckiest
Minister that has ever held charge of the Financial portfolio in this country.
Large surpluses have been the order of the day during his time. They indeed
began before he took charge of his office. For the year that is about to close
is the sixth year in succession when a large surplus has been realized. In the
opening paragraphs of the new Financial Statement, the surplus for the closing
year is shown at £3,711,200, f.e., a little over four crores of rupees. But, as
Mr. Baker points out in his note, the true surplus is about 672 crores and that
of this sum special grants, aggregating 2'65 crores, have been made to Provincial
Governments, We thus have the extraordinary phenomenon of a year in
which taxes bringing in a revenue of close upon two crores of rupees were remit-
ted, showing, in spite of the remission, a surplus of about 6} crores. Never
before, my Lord, were such huge surpluses realized in the history of Indian
finance, and the fact that they have shown themselves year after year for six
years in succession proves conclusively that the level of taxation has been fixed
much higher than the needs of public expenditure require or the circumstances
of the country justify, The surpluses of the last six years have aggregated
"nearly 29 crores of rupees. If we take the twenty years immediately
preceding this period of six years, we find that the total of surpluses in
those years was only 174 crores and the total of deficits 194 crores—or
a net deficit of two crores, A total surplus of 29 crores in six yearsas
against a net deficit of two crores in twenty years—this illustrates with sufficient
cleammess the startling change that has taken place in the position of the
country’s finances. What has brought about this change? There have been
no sudden accessions to the wealth of the people, nor has a policy of severs
retrenchment been adopted, resulting in a reduction of public burdens. On the
other hand, the earlier years of the period were marked by two of the severest
famines that India has ever known, causing enormous losces to the people in
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crops and cattle, and necessitating a large outlay on the part of the Government
for famine relief; and during the later years there has been a notable increase
in public expenditure. How then have these large and recurring surpluses
been caused? The explanation, my Lord, is not far to seek. For twelve
years, from 1885 onwards, the country passed, financially speaking, through a
period of exceptional storm and stress, the falling rupee and the failing opium
causing the Finance Minister the utmost anxiety and giving him practically no
rest. And the level of taxation had to be continuously raised so as to maintain,
even in the most adverse circumstances, a budgetary equilibrium between the
revenue and the expenditure of the country. The lowest point reached by the
rupee was 13d. The lowest level reached by the opium-revenue was about five
" crores of rupees. Since then the rupee has risen to 164. and has firmly estab-
lished itself there, owing to the currency legislation of Government, and a rise
of 3d. means a saving of about five crores in the remittances necessary to cover
the home charges. There has also been a remarkable recovery in the opium-
revenue, the figure for the closing year being actually over 8} crores. The
rise in the rupee and the recovery in the opium-revenue have thus brought
about an improvement of about eight crores a year in the financial posi-
tion of the Government of India. From this we must deduct abecut two
crores, being the amount remitted last year, under the salt-tax and the
income-tax; and if we assume that the normal increases in the ordinary
sources of revenue go to cover the normal increases in expenditure, we
get, on the present basis of taxation, an annoal surplus of about six crores of
rupees. It may, however, be urged that the improvement in the opium-revenue
may not last and that it is not prudent to lower the level of taxation
on the strength of the present improvement. Even allowing this to be so,
we still have a large permanent excess of revenue over expenditure, and
this excess fully justifies a prayer on the part of the people for further
remission of taxation. The relief granted last year evoked a general
feeling of gratitude throughout the country and nobody has forgotten it.
Looking, however, to the prosperous condition of the national exchequer, we'
feel we are entitled to ask for a larger measure of relief, My Lord, in thé
twelve years of storm and stress to which I have referred, it was perhaps neces-
sary for the Finance Minister to act on the safe, if somewhat over-cautious, plan
of under-estimating the revenue and over-estimating the expenditure. But
though the difficulties of that position have passed away, the tradition, ohce
established, still holds the field. And our budget estimates continue year after
year to be so framed as to show the smallest possible surplus, when 'ever)ronc,
including, 1 believe, the Finance Member himself, fully expects that a large
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surplus will be realized at the end of the year. My Lord, an equilibrium
between the ordinary revenue and the ordinary expenditure is, of course,
a necessity in a solvent nation’s finance. Under favourable conditions,
even extraordinary charges might be met out of revenue. And, further,
to assure the position, a moderate surplus may be provided for. But any.
thing beyond this is opposed to all the received canons of good finance.
Nothing, to my mind, can be more indefensible than to raise from the people,
year after year—as has been done for the last six years—a larger revenue than is
fairly needed for the requirements of the country. As Major Baring (now Lord
Cromer) put it in his Financial Statement for 1882-83:— It is, of course, de-
sirable to estimate for a moderate surplus. But to keep on taxes in order to
secure too large a surplus is unjustifiable.” The Hon’ble Member himself
expressed a similar view in his Financial statement of last year. In announcing
last year's remission of taxation, he said :—‘In view of the present satisfactory
situation, it is the opinion of the Government of India that it is neither
desirable nor good financial policy to continue levying taxation at present
rates, yielding such large recurring surpluses as have been realised during
the last four years. It is true that our expenditure is necessarily increas-
ing with the increasing development of the country, and some of our present
sources of revenue do not show much sign of elasticity, but for the present
our receipts are in excess of our needs, and even should it be necessary
some years hence to seek the means of increasing revenue, we hold that
we are not justified in continuing taxation at its present level during an
interval, which we trust may be prolonged.” My Lord, in a country admit-
tedly so poor as India is, where, again, the people are just emerging from
a series of calamitous years, it is essential that the weight of public burdens
should be kept as light as possible. The existence of a large surplus is
a direct invitation to the Government to increase expenditure, and further
it constitutes a temptation to the authorities in England to try and shift a
portion of their own burdens to the shoulders of the Indian Government.
i cannot help wishing, therefore, tbat my Hon’ble friend had seen his
way, in view of his large surplus, to recommending further relief to the
taxpayers of this country. As the recurring surpluses have been made possible
by the currency legislation of the Government, it is but fair that the class
whose interests have been. most adversely affected by that legislation—the
bulk of our agricultural population—should receive the major portion of
whatever relief is granted. My Lord, the fall in general prices, as a result
of the arlificial appreciation of the rupee, has, I think, already begun, however
its operation may be hidden from view by other causes. The Hoa'ble Member
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himself seems “to recognize this, inasmuch as he warns us to be preparcd
for a decline of prices during the next few years. When the full effects of the
currency legislation unfold themselves and the final adjusiment of prices to the
standard of the new rupee takes place, it will be found that a grievous addition
has been made to the burdens of the agricultural producer and that virtually his
assessment has been enhanced by neady filty per cent. The delay that has
occurred, owing to various circumstances, in such adjustment taking place, has
enabled some. people—including even persons in high authority—to make
very astonishing claims for the new rupee. Thus we find that the late
Secretary of State for India, at thetime of presenting the last Indian
Budget to Parliament, expressed himself as follows:— ‘While the exchange
valuc of the rupee has externally risen, and has without difficulty been
maintained practically at the rate of 1s5. 44., prices have not beenadversely
affected. In fact the prices of commodities of general consumption have
risen rather than fallen. By reducing the number of rupees to be remitted 10
this country to meet gold obligations, surplus after surplus has been secured
during the past four years. And the present remission of taxation is mainly
due to the success of our present currency policy.’ [ donot wish to trouble
the Council with any lengthy discussion on this point, but all I would like to
ask is, if the Secretary of State for India really imagines that such an impossible
feat as that of raising the exchange value of the rupee without involving an in-
direct increase in the taxation of the country can be performed, what is there to
prevent the Government of India from raising the rupee still higher—say, to 1s.
6d. or 18.9d. oreven 28.? The surpluses then would be even larger than now and
as, according to Lord George Hamilton’s argument, no harm is done to anybody
in India by such artificial appreciation, there is no reason whatever why such a
wonderfully easy and simple method of increasing the resources at the disposal of
.the Government should not be adopted. I think, however, that the Lords Com-
missioners of the Treasury showed a better appreciation of the true effects of any
artificial appreciation of the rupee than the late Secretary of State for India,
when, in a letter, dated 24th November 1879, they wrote :—* It appears too that
the Government of [ndia, in making the present proposal, lay themselves opeis
to the same criticisms as are made upon Governments which have depreciated
.their currencies. In general, the object of such Governments has been to
diminish the amount they have to pay to their creditors. In the present case,
the object of the Indian Government appears to be to increase the amcunt
they have to receive from their taxpayers. If the present level of exchange
be due to the depreciation of silver, the Government scheme, if it succeeds,
may relicve the Indian Government and others, who desire to remit money to
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Engla:;d, but this relief will be given at the expense of the Indian taxpayer
or with the effect of increasing cvery debt or fixed payment in India, including
debts due by raiyats to moneylenders.” [ submit, my Lord, that there should
really be no difference of opinion on this point, and that the authors of the
currency policy should freely admit that whatever its counterbalancing advan-
tages may be, that policy involves a most heavy indirect addition to the
burdens, especially of the agricultural population, when its full effects
manifest themselves. Of course we all recognize that a reversal of the
currency policy, adopted more than ten years ago, is not now within the pale
of practical politics. But that only imposes wupon the Government the
responsibility to take every opportunity that offers itself to grant such relief,
as may be reasonably possible, to those to whom the State undoubtedly

owes some reparation,

““My Lord, I think that three particular forms of relief may be specially
suggested for the consideration of Government on the present occasion, The
first is the abolition of the excise-duty on cotton-goods; the second is a
further reduction of eight annas in the salt-tax ; and the third is a lowering of
the land-revenue demand—especially in the North-West Provinces, Bombay
and Madras. Of these, the subject of excise-duty has been more than once
discussed in this Council, and I do not wish to refer to it at any length today.
I think there is now no doubt that this duty is really paid by the con-
sumers, which means by the bulk of our poorer classes; and thus while it
hampers the mill-industry to a considerable extent, it also constitutes a serious
and perfectly unnecessary addition to the burdens of our poorer classes. The
Hon’ble Member says that ‘it is impossible to believe that the average
enhanced cost to the individual consumer of cotton cloth on account of
the excise exceeds 34 annas per annum.,’ But [ submit that even 3} annas
a year is a serious matter to those whose annual income—taking official cal-
culations alone—does not exceed Rs. 27, as calculated by Sir David Barbour
aad Lord Cromer, or Rs. 30, as calculated by Your Excellency three years
ago, and whose normal state is one of abject poverty and, in the case of a
considerable proportion, even of chronic destitution, I think, my Lord, that the
arguments in favour of the abolition of this duty are unanswerable and that
the moral effect of its maintenance is even more disastrous than the financial
or economic one. The Hon'ble Member has, however, urged a strange plea
in his Financial Statement to justify the continued levy of so objectionable a
duty, and [ confess it has surprised me not a litle. The Hon’ble Member
says :—‘ Morenver, it must be remembered that a certain amount of revenue
is a necessity to provide for the administration of the country and the
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cotton excise-dues now return upwards of 20} lakhs, having increased
from Rs. 11,62,047 in 1900-01. It is very easy to object to any and
every class of taxation, but these who make objections should, I think, offer
suggestions as to how revenue could be maintained if their objections
were to be admitted.” My Lord, if my Hon'ble friend really believes
that the excise-duty is maintained because it brings in a revenue which the
Government cannot afford to give up, he is probably the only man in [ndia or
in England who thinks so. Moreover, can the Hon’ble Member be serious when
he advances such an argument with a surplus of nearly 63 crores in hand, reduced
to four crores by special grants made to Provincial Governments ? Why, my Lord,
instead of the Government being unable to sacrifice 20 lakhsa year, there seems
to be such a plethora of money in the country’s exchequer that the Govern-
ment do not know what to do with it ! I could have understood Sir Auckland
Colvin or Sir David Barbour or Sir James Westland using the language that
my Hon'ble friend has used. But he, the fortunate realizer of surplus after
surplus—such as were never before dreamt of in the history of Indian finance—

surely he must not speak as though he knew not which way to turn to make
the two ends meet |

“ My second suggestion for granting further relief to the poorer classes of
the country is that another eight annas should be taken off the salt-duty.
This duty was reduced by eight annas last year, and the measure of relief was
reccived with deep gratitude throughout the country. The reduction might,
however, be carried still further without any inconvenience. /The salt-duty
question in India is essentially a poor man’s question; for it is the poorer
many—and not the richer few—who eat mare salt when it is cheap and
less when it is dear.f The soundest and best policy in the matter—even
financially—would therefore seem to be to raise an expanding revenue on an
expanding consumption under a diminishing scale of duties. Again, every
reduction effected in this duty gives the Government a valuable financial
reserve, which may be used without difficulty in times of sudden emergency,
A further reduction of the salt-duty is, therefore, from every paint of view a .
most desirable form of relief. In this connection, there is one matter which
I would respectfully urge upon the attention of Government. The manu-
facture of salt in India is strictly under Government control, and practically 5
Government monopoly. And the monopoly is enforced under restrictions and
in a manner which have the effect of transferring about a third of the industry
to the foreign manufacturer. Numerous small salt-works which formerly existed
on the coast have been suppressed and the manufacture has been concentrated at
a few places with a view to bringing it under effective control. The result fg-
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restricted production. We have an extensive sea-board and salt-mines tos, and
can manufacture every pound of salt we need. And yet, under the existing
fiscal system, about a third of our supply comes from foreicn countries. The
following figures, taken from the Material and Moral Progress Repart for

1go1-02, are instruclive =

Imports of salt from 1891-g2, 1ga1-02.
Tons, Tons.
The United Kingdom . . . . . . 222,300 259,200
Geimany . . . . . . . 103,400 76,700
Red Sea and Persian Gulf ports . . . . 45,700 147,700
Other places . . . . . . . 2,600 32,600
ToraL . 374,000 516,200

“The imports have thus increased 38 per cent. in ten years | [ submit that
in respect of such a prime necessary of life as salt—especially when we have
plenty of it within the four comers of this country—we ought not to be forced
to depend on foreign supplies to a steadily-increasing extent |

“ The third measure of relief which I would respectfully urge upon the atten-
tion of Government is a lowering of the land-revenue demand, especially in
North-West Provinces, Bombay, and Madras. The most noticeable feature of
this branch of revenue is its large and almost continuous increase. In 18g0-91
it stocd at 2404 crores. Its rise since then may be seen from the following

figures :—
18g90-g1 B . . . . . . . 2404 crores.
1893-94 -+ e« ... 2558
1895-96 . . . . . . . . 360
1898-99 . . . . . . . . 2746,
1901-02 . . . . . . . . 27'433 ,,
1903-04 (Revised) . . . . . . s+ 288
1904-05 (Budget) . . . . . “ . 2938
“ An increase of over 22 per cent. in fourteen years! On the other hand,

the fizures of cropped acreage are :—
18g0-g1 . . . . . .

194°41 millions of acres,

1893-04 . . . B . . 1:;33 " "
1 893'9 6 . . . . . . 18892 " "
18899 . . . . . . 19648 "

. . . 198°31 » »

190001 . . .
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“Or an increase of just 2 per cent. in eleven years! Coming to the three
Provinces that I have specially mentioned, we have the following interesting
figures :—

North-Western Provinces.

Yeur. Ordinary land-revenue. Cropped area.
1886-87 . . 5807 lakhs. 3392 million acres.
1902-03 . . 636 34'61 ” »

“Or an increase of nearly 10 per cent. in revenue on a practically stationary
cropped acreage.

Madras.
Year. Land-revenus. Cropped aren.
1886-87 . . 4Go's lakhs, 23’01 million acres.
1902-03 . . 5825 24's0 "

“ Or an increase of nearly 25 per cent., in revenue with an increase of only
G} ver cent. in the cropped acreage,

Bombay.

Year. Land-revenue. Cropped area.
1886-87 . . . . . 270 lakhs. 242 millions.
1804-95 . .« « s« . 289 245
1000-01 . . . . . 2382 21 ”

“Or an increase of 1o per cent. in revenue with hardly any increase in the
cropped area, which shows some fluctuations owing to the prevalence of famine
duiing the closing years of the last century.

“ My Lord, agriculture is the only surviving economic stand-by of the mass
of the people, and yet no industry in the country is in deeper distress. The soil,
under a system of generally unmanured cultivation, is undergoing steady
exhaustion, The yield of crop per acre is falling—being now little more than
g or 10 bushels as against 20 to 35 bushels in western countries with far less
favourable agricultural conditions. And the raiyatin mast parts is a poor,
struggling cultivator, with his resources all but exhausted, and himself more
or less involved in debt. Inthese circumstances, the increases of land-revenue—
especially in the Provinces referred to above—are large, and weigh with undue
pressure on the land. And I submit that the question of granting relief to the
hard-pressed cultivators by the lowering of the assessment is one which, in the
present prosperous condition of the country’s exchequer, deserves favourable
consideration at the hands of Government. While on this subject ! beg to ac-
krowledge with pleasure and gratitude the liberal action of the Bombay Govern-
ment in granting censiderable reductions of assessment in the Guzerath districts™
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These reductions amount to §'30 lakhs on an-aggrcgate assessment of Sg
lakhs—or over 6 per cent.  Strangely enough, however, the Government have
declined to concede any such relief to the Dekkhan raiyats, and yet the case of
Dekkhan is the most urgent. The Dekkhan is an arid upland with a poor soil and
a precarious rainfall, and yet pays an aggregate assessment of 120 lakhs on a
cropped acrcage of 11 millions of acres. The MacDonnell Commission have
expressed the opinion that it is not only a full assessment, but weighs harder on
the Dekkhan peasantry than elsewhere on account of scanty crop-yield, and is
one of the causes of agricultural indebtedncss,  Besides, during the calamitons
decade ending with 1901, this tract suffered as no other did throughout the
cquntry. The population declined from 62°1 lakhs to 59'4 lakhs; the cropped
area fell off, and thecrop-losses amounted to over 50 crores of rupecs.
The cattle loss was over 42 per cent. and there was an alarming increasc of
agricultural debts.  Altogether there was in these districts a degree of agricultural
deterioration and economic exhaustion such as had not been witnessed in
any part of the country during the last century. And yet so far the only
reductions which the Bombay Government have announced amount to a trifle

over R3,000! .

*“My Lord, in explaining an increase of half a million sterling under excise-
revenue inthe revised estimates for the closing year, the Hon'ble Member says :—
‘ Increase of revenue is undoubtedly in great part due to improved administration
and greater attention to preventive measures, but it is also due, and probahly
to a very large extent, to improvement in the condition of the people’, which
isth> Hon'ble Member’s paraphrase of the expression ‘increaszd consumption ’.
And he proceeds to observe :— Satisfactory as is from one point of view a
growth of revenue, we could not regard with satisfaction any increase which
might possibly be attributed to increased consumption of alcohol in excess of
the legitimate requirements of those classes among the population to whom, from
long habit and custom, alcohol in moderation is a virtual necessity, There is
no desire on the part of the Government of India to increase revenus by
encouraging indulgence in alcohol. It is a matter in which we feel our full re-
sponsibility, which undoubtedly requires constant, careful watching, and to which
at the present moment we are devoting special attention in the interests of tem-
perance and morality,’” Thisdeclaration of the Hon’ble Member will be welcomed
with sincere satisfaction throughout the country. The revenue under Excise
shows analarming growth during the last twenty years, having risen from 3'63
crores in, 1882-83 to 664 crores in 1903-03, an increase of 82 per cent.,

or taking the year 1003-04 to 7°4 crores. 7.c., an increase over 100 per cent.
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in 20 years. The increase in population during’the period has been only 15 per
cent. Part of the increase in the revenue has no doubt been due to enhance-
ments of excise-duties and to stricter preventive measures. But a large part has
been owing, as admitted by the Finance Member himself, to increased con-
sumption. The import of liquors too has increased during the time by over 35
per cent., having risen from 4'12 million gallons to 557 millions. All things
considered, there is the clearest evidence to show that the curse of drink
is on the increase especially among the lower classes and the wild aboriginal
tribes, spreading ruin and misery among them. As appears from the Material and
Moral Progress Report for 1901-02, in Bengal the consumption of country
spirits in distillery areas shows an expansion of 55 per cent, having
advanced from 39 lakhs of gallons to over 6°1 lakhs during the decade
1891-92 to 1901-03. So, too, in the United Provinces of Agra and
Oudh, the reported consumption of country spirits was 24 per cent. higher. No
accurate statistics are forthcoming on this point, but the fact of an expanding
consumption is undoubted, and it behoves the authorities anxiously to consider
whether more effective measures could not be devised than at present witha
view to checking the spread of consumption of these intoxicants among the
poorer classes. It is true that some reduction has been effected in the number
of shops, but in this matter as much depends upon the sites of these shops
as on their number—perhaps more. Were shops to be set down opposite
schools, colleges, places of worship, hospitals, etc,, as the Hon'ble Mr.
Woodroffe said the other day in the Bengal Legislative Council they were
in Calcutta itself, it would be of little avail to reduce merely their total
number. Local option is the only remedy for an evil such as this. In the
Material and Moral Progress Report, to which I have already referred, we are
told that *definite orders have been passed in accordance with the principle
formulated by the Government of India in 1890 to the effect that bazfore any
new site is fixed for the establishment of a shop, reference shall be made

to local opinion and that any reasonable objection shall be entertained.’
The instruction here described as authoritatively laid down is as it should be;
but it is open to question how far it is acted on in practice. Instances can be

cited of shops, in reference to the location of which no deference whatever has

been shown to local opinion or sentiment. Further, the existing arrangements

of the excise administration leave much to be desired, The *minimum

gaarantee’ in Bombay, the general auctioning of licenses to keep stills in

out-still areas and even the central distillery system, with its varying arrange-

ments for the manufacture of spirits—these are some of the features of the exist-

ing administration which require close and careful investigation. The whole
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subject calls for a fresh examination and it behoves Government to institute a
searching inquiry, Education would be an effective remedy, but its operation
is bound to be slow. [ think legislative effect should be given to the direction

as to local option.

“My Lord, among the important topics of a general character, on which
this year’s Financial Statement offers some interesting observations, is the
subject of India’s balance of trade. The Hon'ble Member states at the
outset that he has been much surprised to learn that ! there are considerable
misapprehensions ‘abroad on the question of the balance of trade.’ And,
after examining certain figures for the three years from 1g9oo-01 to 1902-03,
the Hon’ble Member records his conclusion that the figures * entirely dispose
of the erroneous assumption that India is paying for mare than she
receives under the three heads of imported goods, imported investment
securities and payment abroad of budgeted Government sterling charges.’
His argument is briefly this: during the three years under consideration
the excess value of exports over imports was £47'58 millions sterling.
From this total must be deducted £i1°45 millions, being the value of
rupee paper transferred to India during the period; while we must add to
it a sum of 214 millions, representing the value of stores, arms, muni-
tions and animals, supplied to the Home Government in connection with
their requirements in South Africa and China. This gives us a net excess of
exports in three years of £4827 millions. Now, says the Hon'ble Member,
this is practically the amount of the Secretary of State’s drawings during the
three years. And thus the excess of the country’s exports over its imports is
no more than the amount of the Home charges, which means that the Home
charges really represent gl that India pays annually over and above what
she has to pay in return for her imports. My Lord, I confess I was startled
to read this paragraph, and I asked myself ‘If the Hon’ble Member is
right, what becomes of the profits which English merchants anaually earn in
Incia; what becomes of the freight the English Companies earn; what
becomes of the savings of English lawyers, English doctors, English civil and.
military servants. of the Crown? Does nothing really go out of India for all
these? And then | examined the Hon'ble Member's figures somewhat
closely, when I found that he had left out of account two most important items.
The excess of exports over imports that he gives is the excess of all our exports
ever all our imports, including merchandise and treasure and stores, both
Government ‘and private. The imports thus include (1) the capital raised.
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annually in England and spent on Indian railways and irrigation works, for
which there is no corresponding export, and (2) the Government stores
for which provision is made in the Secretary of State’s disbursements for
current purposes ; these stores are worth about 14 to 2 crores a year, and they
represent a value received by India for a corresponding portion of the Home
charges, and they are thus different from the yrest of the Home charges.
Our real imports, therefore, .., those which we receive in exchange for our
exports, are less than our nominal or total imports by the amount of the capital
which is raised by the State and by Companies in England every year and spent
on Indian railways and irrigation works. And, secondly, the net loss to the
country under Home charges is represented not by the whole of the Secretary of
State’s drawings but by a sum which is equal to those drawings minus the value
of the stores for which provision is made in his current disbursements. The
amount raised in England during the three years under consideration and spent
on public works in India was, I believe, about 16 millions sterling. This figure
must therefore be deducted from our total imports to get at the imports which
we received in exchange for our exports. We thus have during the three years
an excess of 64 millions and not 48 millions of our exports over our real imports,
As against this, we have to set not the whole of the Secretary of State’s budgeted
drawings, which have been stated to be 49 millions sterling, but these drawings
minus the value of the stores included in them, which was over three millions.
We thus see that while the Secretary of State’s drawings for his own purposes
would have been satisfied by an excess of about 46 millions sterling of our exports
over imports, the actual excess was about 64 millions sterling or about 18
millicns more in three years. I think, therefore, that we may well assume that
this sum of 18 millions represents the amount which India paid more than she
received during the three years under the three heads of ‘imported goods,
imported investment securities, and payment abroad of budgeted Government
sterling charges.’” Moreover, this figure does not take into account the capital

imported into India by private individuals or Companies for minor industrial
undertakings. '

“My Lord, a most striking feature of this year's budget is the great increase
that has taken place in the military expenditure of the country. The Finance
Member himself is almost outspoken in the expression of his regret on the
subject. The Budget Estimate for 1904-05 exceeds all previous record—the
charge budgeted for coming to no less than 286 crores. The following figures
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“show how steady and continuous has been the rise in our wilitary expenditure
during the last twenty years :—

Military expenditure in crorme

Year. of rupees
1884-85 . .t . . . . . . 10796
1857-88 . . . . . . . . . . 20741
18go-g1 . . . . . . . . . . 2009
1809495 .+ - S T S - A
1go2.03 . . . . . . . . . . 25°01
1903-04 (Revised) . . . . . . . . 26178
1904-05 (Budget) . . . . . . . . 28606

or an increase of nearly 7o per cent. in twenty years as against an
increase of about 44 pet cent.—from §1 crores to 73 crores—in the receipts
under the principal heads of revenue. The Hon’ble Sir Edmund Elles
gives in his statement what he will forgive me for calling a curious table,
compiled to show that whatever may be the actual figure of military expenditure
it is not only not rising relatively to the total revenue of the country, but that
as a matter of fact there is a notable decline in the percentage of revenues
spent on the Army. The Hon’ble Member takes two periods of four years
each, one from 1896-97 to 1899-1900 and the other from 1g9oo-o1 to 1903-04,
and he seeks to prove that while during the former period the net mili-
tary expenditure of the country was 24°7 per cent. of the total revenue, during
the latter period it has been only 21 per cent. The Hon’ble Member’s method of
instituting comparisons is, however, open to most serious objection. His
first period is a period of famines and frontier wars, so that while the revenue
during that time is not at its normal level, the military expenditure is at an
abnormally high level, and thus he gets a higher percentage for purposes of his
comparison. The second period, on the other hand, is a period during which the
revenue is above the normal owing to specially good seasons, and the military ex-
penditure is below the normal owing to a part of the troops being engaged in South
Africa and China. Now this is bad enough, but worse than this is the fact that
while he takes on the one hand only net military expenditure, he takes on the
other the gross revenue of the country. Now, as we all know, the figures of
gross revenue are altogether useless for purposes of a fair comparison; for they
include large receipts under commercial services—i.e., railways, irrigation works,
post and telegraph—which are balanced by corresponding entries on the
expenditure side and which therefore only go to swell the total figures of
gross revenue without making any real addition to the resources available for
administrative purposes. Moreover, railway receipts have been of late years
going up by leaps and bounds. Of -course the entries under railways on
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the other side have also been correspondingly increasing, but if you take
into consideration only the figures of gross revenue, you get an altogether
erroneous idea of the growth of the real revenue of the country. For purposes
of a useful comparison, therefore, the only proper method is to take the
figures either of net revenue or of the total receipts under what are known
as the principal heads of revenue. Taking the latter set of figures, which are
more favourable to the Hon'ble Member's point of view than the former, we
find that the net military expenditure is about 36 per cent. of the revenue under
the principal heads, and that this percentage has practically continued steady
at that figure except during the years when the Indian exchequer secured
some relief by lending a portion of the Indian troops for service in South
Africa and China. The question of these percentages, however, is, compara-
tively speaking, of less importance than the question whether there is ever
to be a limit to the growth of these military burdens. My Lord, the question of
military expenditure is really one of policy, and in the shaping of that policy
the people of this country have no voice. But may we not ask, as I
asked in my budget speech of last year, that the Government should adopt
a policy of a little more trust in this matter | For, while things continue
as they are—with our Army maintained on a war-footing in times of peace,
with no national militia of any kind and the people of the country altogether shut
out from the privilage of citizen soldiership—there is no prospect that the heavy
sacrifices demanded at present of the country will ever grow less heavy. My Lord
His Excellency the Commander-in-Chief addressed the other day a powerful ap:
peal to Englishmen in India to come forward and enrol themselves as volunteers.
from a sense of public duty. May not the Government consider the desirability
of permitting—aye inviting—carefully selected classes from among the children
of the soil to share in the responsibilities of national defence ? Both sentimental
and financial considerations demand the adoption of a policy of this kind; and,
unless this is done, the growing military expenditure of the country will in course
of time absorb all available resources and cast its blighting shadow over the whole
field of Indian administration..

“ My Lord, these were some of the observations that suggested themselves
to me when 1 read the Financial Statement which my Hon’ble friend has pres
sented to the Council this year. 1have said nothing today about some of the
more important branches of civi! expenditure, because we seem to be on the eve
of great changes which will affect and practically reconstruct the entire basis
of the civil expenditure of the country. An administration, in many respects
the most strenuaus, as it undoubtedly has been the most eventful, of any that
the country has known for many years past, has formulated these.
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changes after a prolonged inquiry, and the country is waiting to see how
they work in practice when they are introduced. The advance that has
been made this year in the matter of Provincial finance, the undertaking
of a comprehensive programme of irrigation works that is expected as a
result of the Irrigation Commission’s labours, an improved Police Service,
increased expenditure on ecducation in all its branches, the institution of State
scholarships for industrial education abroad, the establishment of an Agricul-
tural College at Pusa, the encouragement of co-operative credit societies —
these and osther measures will require a large outlay of public money, if they
are not to disappoint the expectations that have been formed of them in the
public mind. It will be some time before we are in a position to watch the
actual operation of these measures and to see how far the increased expenditure
necessitated by them has been justified. Meanwhile my own frame of mind
in regard to them is, I confess, one of great hope. I feel that, if they are carried
out in the spirit in which they ought to be carried out, they will prove a source
of no small benefit to the country. If this hope is realized, the increase in
public expenditure, which these measures must involve, will not only not be
grudged, but will be regarded with feelings of sincere satisfaction and gratitude
all over the country.”

His Highness THE AGHA KHAN said:—'My Lord, I congratulate Your
Excellency’s Government on the prosperous condition of the finances of
India as exhibited by the Budget Statement for the coming year which the
Hon'ble the Finance Minister presented to the Council last week. A careful
study of that statement has convinced me that there has been during the past
year a steady though slow improvement in the economic conditions of the

country.

“ My Lord, last year, at the close of the great and very weighty speech Your
Lordship was pleased to deliver on the occasion of this same discussion, you
drew attention to the great and momentous changes that were taking place
turoughout Asia—changes that were certain to affect the political and military
incerests of this great country, and Your Lordship was pleased to say that ‘they
require that our forces shall be in a state of high efficiency, our defences secure
and our schemes of policy carefully worked out and defined. Above all
they demand a feeling of solidarity and common interest among thosc (and they
include every inhabitant of this country from the Raja to the raiyat) whose
interests are wrapped upin the preservation of the Indian Empire both for the
sake of India itself and for the wider welfare of mankind’. The prophecy has
come true sooner than most of Your Lordship's hearers last year expected.. We
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now live in stirring times and hear the din and clash of arms in North-Eastern
Asia. A Power that has been looming larger and larger on this Continent and
has made the boundaries of her possessions almost contiguous on the North-
west to the boundarics of India or of countries in which the people of India are
vitally interested has now become a permanent menace to this country.
History teaches us that the Muscovite when prcvented from expansion on one
side of his frontier naturally turns to another where he fancies the forces of
resistance to be in less capable hands (witness expansion in Central Asia after
the failure of Russian designs in the Balkans in 1878) ; so the fact that the Power
that threatens the peace of this country seems to be failing in expanding in the
Far East is the very reason why we should not feel more secure or less anxious
about our defensive forces. We hear from all sources that troops are being
massed in Central Asia. Misunderstanding the pacific disposition of the
British Government and the perhaps too frequent occasions on which that
Government gave way to her pretensions, Russia thought the time had come to
use menaces when cajolery had failed. 1 refer to the communications which
passed between the Russian Ambassador and Lord Lansdowne (which were
recently published) regarding Thibet. They indicate that we must be constant-
ly on the alert and be ever ready to defend ourselves if we wish to secure to this
country the blessings of peace. It is, infact, a necessary condition of our
immunity from foreign invasion that our military power and organisation should
always be in a state of high efficiency so as to remove from our neighbour the
temptation of interfering with us. At such a juncture it seems to me necessary to
consider whether the burdens which this state of constant preparedness and high
efficiency entails on the Government of India are borne fairly and equitably by all
those who are benefited thereby and whose possessions thereby are safe-
guarded against foreign intrusion. In order to ascertain this I venture to give a
few figures. Roughly speaking, two-thirds of India proper is under the direct
" control of the Government of India and one-third of it is under the Govern-
ment of the Feudatory States. Atthe same time, according to the Census
of 1go1, the population of the Native States was one-fourth of the
entire population of India. The military expenditure of the Government of
India has risen (and | for one do not grudge a penny of it) to £18,350,000. So
for purposes of Imperial defence and in order to protect from invasion thig
country, one-third the area and one-fourth the population of which belongs to the
Native States, the Government have no option but to spend quite 25 per cent. of the
entire revenues of British India. -Now let us consider whether and to what extent
these States contribute towards this Imperial defence. Their aggregate revenues
amount to well over £15,500,000 a year, Now,if the burden of Imperii_l__*



FINANCIAL STATEMENT. 493
[30TH MARCH, 1904.] [The Agha Khan.]

defence were borne by the Imperial and the Feudatory Governments
equitably, that is, proportionately  to their revenues, the annual
contribution by these Native  States ought to be considerably over
£3,500,000 a ye€ar. Now what do they contribute, In _1888 many Chicfs offered
assistance in the defence of the North-West Frontier by placing large sums of
money at the disposal of the Supreme  Government. The offers of
money werc declined, But being renewed in another form, vis., as offers of
troops for Imperial service, such renewed offers were at once willingly accepted
by Government. A scheme (which, my Lord, was then really in the nature of an
experiment) was organised by which it was expected that the States would be
able to render efficient aid to the Supreme Government in times of emergency
by providing Imperial Service Troops capable of taking their place in line with
the regiments of the Imperial Army. When the scheme was started it was
believed that quite 25,000 would be supplied, and unless I am greatly mistaken
some such number was promised. But there was one flaw in the scheme.
From a delicacy of feeling (a delicacy of feeling that was then justified since the
scheme was an experiment only) Government left it entirely to the Chiefs to
provide or not provide Imperial Service Troops and thereafter to maintain the
same number or more or less according as their patriotism dictated. The result
of this voluntary system has been what was to be expected. Some have (as the
figures laid on the table of this Council by Sir Edmond Elles prove) actually
reduced their troops, and the total number of effective troops is now under 15,000.
The generous enthusiasm which has hitherto animated many of the patriotic
and far-sighted Chiefs and induced them honourably to carry out (and in some
cases like that of that great wise and patriotic Prince His Highness Maharaja
Scindhia more than carry out) their original promises to the Supreme Govern-
ment may unfortunately not be shared by their successors. Moreover, while
some of the Chiefs like His Highness the Maharaja Scindhia and the
patriotic rulers of the Rajputana and the Punjab States and of the States of
Bhownaggar, Jamnagar and Junagad in Kathiawar maintain a considerable
number of Imperial Service Troops, there are others (by no means unimportant
or petty rulers) who do not maintain even one Imperial Service trooper. They
thus altogether escape the burden of bearing their fair share of Imperial

defence,
~ “But, my Lord, my argument for organisinga system by which each State
should set aside a settled proportion of its revenues for maintaining Imperial

Service Troops is not based on a mean desire to make the subjects of the Native
States contribute towards Imperial defence in order to save the British Indian
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taxpayers from paying more in the future. It is as much in the interests of the
Rulers of the Native States that they and their armies: should take an active,
important and honourable part in the great work of Jmperial defence as it is in
the interests of the Supreme Government. Companionship in arms will more than
anything bring about that feeling of solidarity, of unity and of devoted loyalty to
the Emperor that is the aim and object of every one of the Protected
Princes of India. Such a system would add enormously to the importance
and the responsibilities of the Feudatory Chiefs. It'would open honourable and
suitable careers (as officers) for the hereditary Sirdars, Thakores and Nobles of
each and every State. My Lord, if properly carried out this scheme need not
add anything serious to the financial burdens of the Native States, nor redyce the
amounts now devoted by Rulers of such States towards usefu] civil improvements,
The Chiefs have always maintained and still maintain a large army of their own,
amounting to nearly 100,000 men, which is, I am sure, always at the service of
Government for purposes of Imperial defence. I have, however, no hesitation in
saying that for these purposes such heterogeneous bodies of * mere men with
muckets ' would be quite useless. These men differently or rather indifferently
armed, drilled and equipped would be absolutely incapable of fighting against
the trained forces of a European foe. The maintenance of such bodies of men,
which can only by courtesy be called armies, is an utter frittering away of the
resources of the country and dissipation of its means of delence. | would
therefore respectfully suggest that Government should propose to the Chiefg
that they should in a given number of years disband these men, who are useless
for all purposes except for empty show, and that every Chief should contribute
a definite percentage of his revenues towards Imperial defence. 1am sure there
is not one Chief so wanting in patroitism as to object to such a fair proposal. On
the contrary, I am certain that the loyal and patriotic Princes who assembled
last year at Delhi would be only too eager to adopt such a propesal. The whole
scheme of Imperial Service troops was originally an experiment. If the ex-
periment has been successful, why should it not be extended ? The so-called armies
of the Chicfs would be replaced by men who would add to the glory of their rulers
and who would be worthy of fighting by the side of the flower of the British arr'r':y..
The States which now spend large sums on useless bodies of men dignified by the
name of armies will get a genuine Army of which they may well be
proud without any serious addition to the expenditure side of their Annual Budgets.
If these reorganised troops are to be of any use and able to take their place in
line with the regiments of the Imperial Army, they must be under the immediate
and direct control of the Commander-in-Chief, There would be nothing
in this arrangement in any way injurious to the right of the several Ruling |,
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Chiefs. Even the Sovercigns of the various German States, who are the equal
allies of the Kings of Prussia and in no way subjected to their Emperor, when
they joined the Imperial Confederation in 1871 placed their troops under
the Imperial Commander-in-Chief. In fact, unless these reorganised troops were
under the direct command of the Commander-in-Chicf during peace, it would be
impossible to place any reliance on their efficiency, and the Commander-in-Chief
could never depend on their being as good as the troops that were trained under
his direct control and supervision. The Commander-in-Chief would appoint
inspecting officers to such reorganised troops, while the Ruling Chiefs would
retain command of their own corps, who would, of course, carry the colours and the
emblems of each princely house, and if the tastes of the Prince made him turn
to an active study of military subjects then of course such a Prince would
naturally be not only the de jure but the de facto Commander of his own troops,
receiving only his military orders from the Commander-in-Chief. My Lord,
this scheme may appear of little value since no ruler has suggested it. But I
think it is but my duty to explain that these suggestions are not my own original
ideas but that I have borrowed them more or less from various Princes who
attended the Delhi Durbar last year and the Coronation Ceremony in 1go3. |
have no right or authority to use their names. But so much I think I have a
right to ask every one here to assume, that there is no Prince so wanting in
patriotism and loyalty as to reject these suggestions without giving the matter
careful and sympathetic consideration. My Lord, the suggestions I have just
ventured to make are both rough and crude, but it is for the Ruling Chiefs and
the Government of India to evolve some permanent system by which the
Feudatory States may enjoy the privilege of sharing with the Government of
India the power of adequately defending this great country. My Lord, there
has been recently a tendency to maintain transports only. [ fear it is
not quite in keeping with the dignity of a powerful State that enter-
tains hundreds of useless but costly soldiers of its own to refuse to keep any
active Imperial Service Troops on the ground of expense and offers to maintain
transports only. Transports are undoubtedly essential, but from the point of
view of those who wish to see the bonds of common interest between the
Jmperial and Feudatory States tightened it is a backward step when lancers and

infantry are changed into transports. Of course let it be clearly understood that

I suggest that the present useless armies should be converted into one

corps of efficient Imperial Service Troops in every State and not that the present

men should be kept on as well as additions made to the Imperial Service Troops.

The rich zamindars who enjoy impartible estates and thus are specially cared

for by the State may well be invited to maintain a certain amount of transports.

Carts and po;:ies will, no doubt, entail a certain initial expense, but afterwards
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such transports during peace time will cost practically very little or nothing,
since they Will casily earn enough to pay for the expenses of maintenance.

“My Lord, I feel it but my duty to thank Your Excellency for establishing
the Imperial Cadet Corps of Native Princes and Nobles. This excellent
institution was a desideratum, and among the many and great benefits which Your
Excellency’s Viceroyalty has already conferred upon this country, I would
look upon it as one of the greatest. If Your Excellency will. permit me to
say so, it was a brilliant idea conceived in a happy moment and carried out
to the great gratification of the Native Princes and Nobles. Their rank,
traditional prestige and natural tastes debar them from every but a military
career, and that Your Excellency has, by embodying the corps, opened the
possibility of a military career to them proves your deep personal interest in
their welfare. They yield to none in loyalty and attachment to their
beloved Emperor and country, and such an institution, the credit
of initiating which justly belongs to Your Excellency, affords them a umique
opportunity of serving both. At no inconsiderable expense to themselves,
many have come forward and volunteered for such service. But permit me
to say that at present there is no certainty as to the future of the cadets.
May I venture at this stage to ask whether the time has not yet come when
a few commissions in the Indian Army may not be annually given, say, to three
or four of the most successful of the Imperial cadets, who one day may be
the pride of their country and achieve that glory which their forefathers had
attained in bye-gone days. Is it too much to ask that three or four of the
cadets, who might pass all the necessary tests and in whose character and
integrity the commandant of the corps might repose absolute confidencz, be
nominated by the Viceroy, with the sanction of the Emperor, to com-
missions in the indian Army ? My Lord, while the Government of India trusts
any young Indian, whatever his antecedents, whatever his character, who happens
to get a certain number of marks at a competitive examination, to administer
districts that often equal in size and population European Principalities, while
the Government of India trusts tens of thousands of every class and of every
community to wear as sepoys the honored uniform of the Indian Army, is the
Government yet unable to see its way to trust even one of the Emperor’s Indian
subjects with the honour of being a regular commissioned officer ? But 1 am sure
that mistrust or want of confidence is not the causs of this singular omission. |
rather put it down to the innate conservatism of the British race that is satisfied
to leave things alone until it becomes such a grave scandal that its removal
becomes an imperative duty. The same spirit of conservatism left our Univer-
sity reforms though badly needed in the background until Your Excellency’s

-
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Government with characteristic benevolent energy and courage of conviction
carried the measure of much-needed reform Ly the great Act which
passed into law only the other day. My Lord, there are some objections
to this scheme which I have often heard and which I will venture to try and
dispose of. In the first place it is asserted in some quarters that there is no young
man in India whose educational and moral training fits him for being an officer.
This may have been true in the past. But since the formation of the Imperial Cadet
Corps we have a right to expect that a few of the cadets after three or four years’
training under the direct supervision and constant care of commanding officers
may be deemed worthy and capable of receiving a commission, Even if after
three or four years’ training under such favourable conditions as prevail in the
Imperial Cadet Corps, if there is not yet one noble youth worthy of being an
officer, then, my Lord, there must be something so radically wrong and incred-
ibly defective in the moral or intellectual fibre of the Chiefs and nobles of this
country that the sooner Chiefs’ Colleges and Cadets Corps are abolished the better
for all. Another objection raised is that these cadet officers would crowd the Indian
Army and thus change its character ! If it was suggested that a competitive
examination should be held and such as passed the test should be one and all
enrolled as officers of the Indian Army, then | admit it might change the
character of the army and none would be more strongly opposed to it than myself.
Even il it was suggested that ten officers should be appointed every year,
I should still opposeit. But, my Lord, the appointment of three or four a year
could never change the character of the army. At the end of twenty years,
even if there was no natural wastage, their number would be eighty in the whole
of India. But we all know that when we take wastage into consideration, we
should find not eighty but probably fifty in twenty years, Now, my Lord, I dc
hope this will not be called a wild, visionary or immoderate scheme. A third
argument against the scheme that has come to my ears is the difficulty about
messing. However,.a large section of His Majesty's subjects have no caste rules
whatsoever, nor have they any religious prejudices about dining with Europeans.
I refer, of course, to the Muhammdans. We also know that a large and very rapidly
growing number, of Mahratta, Rajput and Sikh princes do openly dine with
Europeans, Jews and Muhammadans. [ think there would be no difficulty under
this head. Another objection is that these cadets would be as Commanders
supesior to European officers. However, no one is insane enough to propose that
cadets should be directly given commands of battalions and squadrons or be
specially promoted. It would take a score of years at least before any of themn got
command of his regiment, and | am sure that after twenty years' comradeship
in a regiment where he would have already won the respect and friendship of his.
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European brother officers, they would willingly serve under an ex-cadet. One other
objection is that the European officers would not welcome Indian brother officers.
I am sure it is only those who do not know the British officer that can accuse
him of such blind racial prejudice. The officers of the British and Indian Army
are the pick and the flower of the manhood of England. They are the cream of
society, Gentle, just and noble alike by birth, tradition and temperament,
they judge men not by their race and colour or creed, but by their intrinsic
merits. If the cadets were well selected—and it is absolutely essential to the
success of the scheme that every scrutiny and care should be taken that none
except those of high moral and intellectual calibre should be selected —then, 1
for one am quite sure that ex-cadet officers would very soon be as popular as
any European officer in their regiments, provided, of course, they behaved
themselves properly and acted up to a high and model standard of duty. There
is no doubt that in due time some of them would prove to be ideal officers. 1
have tried to meet all the objections that I have ever heard and I have asked
only for a moderate and reasonable concession, a concession which, I hope,
will, if made, prove to be a boon which will be gratefully accepted and
acknowledged. I do hope that there is no one here who considers this
suggestion of mine as wild, visionary or impracticable. My Lord, you
haye won the everlasting gratitude of the people of this country by your
generous endeavours for the improvement of the Indian educaticnal system
in all its branches, the advancement of the agricultural classes, their relief
from perpetual and harassing indebtedness, and your noble desire for the restora-
tion of ancient monuments, which both Hindus and Muhammadans prize so
highly, and also by taking up the question of much needed police reform,
railway and irrigation improvements and many other reforms in the adminis-
tration of this country too numerous to mention, Now that Your Excellency
has removed so many abuses, conferred such numerous boons upon the people
will not Your Excellency settle this difficult question in the interests of the cadets:
who owe their existence to Your Lordship's foresight. My Lord, | am appealing
to one who has not only been a great ruler but who has proved himself an exalted

but none the less devoted and true friend and patron of the princes, chiefs.and -
nobles of India,

“ My Lord, the Members who are not recommended for nomination to this
Council by public bodies are at a certain disadvantage here, for their words are
naturally supposed to come from them alone, and rarely carry the same moral
weight with the Government as do the suggestions of their more fortunate Col-
leagues—the recommended Members. All the same, I think I am right in saying
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that when I earnestly appeal that three or four Cadets—and I appeal only for
three or four—should be selected after a most careful and rigid scrutiny by the
Viceroy for commissions in the Indian Army, I have behind me the sympathy and
approval of every prince, chief and noble in India. My Lord, there secms to be no
reason why such cadets as may qualify themselves by capacity, zeal and indas-
try and also win the respect and affection of the Commandant of the Corps,
should not be rewarded with commissions in the Indian Army. If such a pros-
pect is ever held out to them, as the reward of an exemplary moral character
and of diligent study, I am sure that the scions of the best and noblest of all the
families in India would flock to the Cadet Corps and Government would prove
and convince the people of this country that their Emperor has full faith in their
unflinching loyalty to him and treats all his subjects alike. The remaining less
successful cadets could be appointed as officers of the Imperial Service Troops.
Regarding the question of Imperial Service Troops and of affording to all the
Native States an opportunity of contributing towards their maintenance, | feel
confident that such an opportunity will be eagerly embraced by those States.
It will enable them to prove that the Chiefs are worthy of being Your Excel-
lency’s colleagues in the government of this country as Your Lordship so
felicitously described them. It will show to those outside our frontiers whom
it may concern that India no longer consists of segregated units with different
aims and inconsistent aspirations. It will weld together and consolidate those
units into a homogeneous and harmonious whole and foster and realize the
ideal of a united country in the minds of these princes. They will have the
proud satisfaction of knowing that, come what may, they and their troops will
stand shoulder to shoulder with the armies of their Emperor and present a bold
and united front to the enemies of their country, and that they have at their
back the world-wide Empire based on liberty, justice and righteousness of
which both the Raja and the raiyat may well thank heaven that they form a
part.”

His Highness THE RAJA ofF SIRMUR said :—“ My Lord, I have had
tke honour of going through the Financial Statement for the year 1904-03,
and have the pleasure to observe that it has been most carefully prepared and
aims at increasing the general prosperity of the Indian Empire.

‘] heartily thank Your Excellency for many useful measures of administrative
1eform which have been introduced, and which tend to secure lasting good for
India. ) ,

“ | appreciate very much the usefulness of the Imperial Cadet Corps which
uas supplied the long-felt want of military training, Ly which 1 have every
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reason to hope the Indian Cllefa and nobility in general, will profit much. I
fully agree with my Hon'ble Colleague His Highness Agha Khan in his obser.
vations on the corps.’

“1 beg, however, to suggest that by way of due appreciation of loyalty three
or four cadets completing with credit their course of training every year may be
granted British rank in the Indian Army, which encouragement on the part of

the Government will be received with gratitude and be thoroughly appreciated
by all the Princes and Chiefs and will also make the corps highly popular.

“Finally, I offer my heartfelt thanks to Your Excellency for your whole-
hearted devotion to the welfare of the Indian Princes and the people in general.”

The Hon'ble MR. CRUICKSHANK said:—“ My Lord, on behalf of the
United Provinces, it 1s my pleasing duty to tender the congratulations of the
Local Government and the inhabitants of those Provinces on- the satisfactory
nature of the Statement of Revenue and Expenditure presented by the Hon’ble
the Financial Member of Council, and also on the general financial prosperity
of the Indian Empire which has allowed the construction of so promising

a bﬁdget for 1904-03.

“ The year 1903-04 began prosperously with a surplus from 1902-03 of
£3,069,549, a sum £331,049 in excess of the surplus noted in the Revised
Estimates for 1go2-03.

“ The Receipts under various heads in the Revised Estimate fer 1993-04,
for the most part, convincingly support the arguments marshalled so
clearly in this Council in 1903 as justifying the reduction in the salt-tax and
the raising of the limit of exemption from income-tax to the extent carried out

in 1903-04. '

“1 do not propose to offer any detailed criticism of the Budget for 19o4-03,
as full explanation where necessary of items of receipt and expendituce
has been supplied to the Council and discussed at considerable length by
Hon’ble Members,

“In commen, heweyver, with all who have at heart thp security and hest
ipterect of the Fmpire, the United Peovinces rojoice to find that provision
has bosit miads for the @up@m”i,mc ncceasary  to substattially  augment
the efficiency of the military gepyice of India. The supply of guns and
rilles of the most recent and impruw;(l type 18 an easential gtep (owards

sasunng that sfigiency

(1]
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“The pages of recent history are lurid with the lesson that immense loss
of material, decrease of prestige, and wasteful sacrifice of priceless brave lives
must accrue to nations unprepared to speak with their enemy in the gate.

“To India, a5 to all countries, assured protection from external foes is a
necessary preliminary to the fruitful consideration of schemes for improving
civil administration, and the items of increased military expenditure in the
Budget are unassailably expedient.

“Turning to Provincial matters, the United Provinces among others
welcome the approach to finality in the Financial Contracts between the Imperial
Government and Provincial Administrations. The term finality is of course
only applicable with the reservation that the terins of such contracts must
perforce be open to revision by the Government of India in the event of unex-
pected financial stress. :

““In considering the terms and amounts involved in such complicated transac-
tions as the allotment of funds sufficient to carry on the administration of
several Provinces, it is obvious that the point of view from which the Govern-
ment of India, distributing resources among many clamorous Local Govern-
ments, regards each item must differ from the standpoint of each recipient of
aid.

“That a medus vivendi has been reached between the Government of India,
and that of the United Provinces—which is, as far as it goes, satisfactory to
both—testifies to the businesslike energy, circumspection and liberality with
which the preliminaries have been discussed, terms defined and needed aid
granted. For years in this Council the plea has been urged on behalf of the
Government of the United Provinces that no sum less than 4 crores of rupees
would suffice for the expenditure necessary to guarantee the efficient adminis-
tration of these Provinces. That this plea was not an excessive demand has been
practically admitted, as the following explanation may demonstrate. This
demand of 4 crores has hitherto been based on the supposition that the propor-
von of total expenditure under various heads which would be defrayed from
Provincial Funds would remain unaltered.

“1In the new contract the system of apportioning the relative shares of Receipt
‘and Expenditure between Imperial and Provincial Heads of Account has been
thoroughly revised on the following basis for the United Provinces :—

(2) that when any head of Revenue is divided between ‘ Imperial’ and
‘ Provincial ’ in any proportion, the corresponding head of expendi-
ture shall be divided in the same proportion ;
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(2) that when the proportion between the aggregate Imperial Expenditure
and the aggregate Provincial Expenditure has been determined,
the whole Revenue shall be divided between Imperial and Pro-
vincial in the same proportion ;

(¢) that in no case shall a smaller share than one-fourth of any divided
head of Revenue be made Provincial.

“The figures accepted by the Government of India in the second edition of
the Budget of the United Provinces give for Receipts—

Rs.
Provincial share of Heads of Revenue (including
half of Stamp income instead of one-fourth as
heretofore). . . . . . . 3,65,69,000
Add—Fixed Assignment . . . . . 4,00,000

Total . . 3,69,69,000

“In Provinciai Expenditure the following decrease in shares of expenditure
debitable to the United Provinces has been allowed by the Government of
India :—

Land Revenue . . . . . . § instead of the Total
Expenditure,

8tamp, Stamp Refunds and Land? Revenne} } instead of 3
Refunds.
Forest, Registration . . . . « t instead of §

making an aggregate decrease of Rs. 28,20,000.

" Thus, if the shares of expenditure had not been decreased, but had remained
in the old proportions, the -United Provinces would have had provided an
aggregate spending power of Rs. 3,97,89,000. This sum is Rs. 13,33,000
in excess of the Provincial Revenue (including recurring special grants)
budgeted for in the current year 1903-04, vsz., Rs. 3,84,56,000. In that
year, however, an amount of expenditure totalling Rs. 15,67,000 was provided
by diminishing the Provincial Balance to that extent.

“Thus calculated the total Provincial Expenditure approximates to 4 crores
of rupees, the often postulated minimum for efficient administration. Out of
this amount, however large, additional expenditure on the relief of Municipalities
from Police charges has to be met; and the Local Government is also under an
engagement to provide annually for Local Finance the sum of 13 lakhs o
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rupces, when effect is given to the new scheme at present under the consi-
deration of the Government of India, It is true that under the new contrac-
tual arrangements, the whole benefit of any increase in the receipts from Irriga-
tion will accrue to the United Provinces. This probable increase is, however,
partly counterbalanced by a diminished share of future increment being allowed
to Provincial Finance in the Heads of Stamps, Income-tax and Forests, and
also by the smaller enhancement of Land-revenue which may be anticipated
from revisions of settlements in the near future.

‘““ On the whole the result is considered by the Government of the United
Provinces as a substantial advance on the terms of the existing arrangements, A
lump sum of Rs. 30,00,000 is being granted by the Government of India to the
Provincial Government with which to start the new settlement. Of this an
instalment of Rs. 6,00,000 will be entered in the Budget of 1904-05 and will
be available for urgently needed expenditure on Civil Works and other projected

improvements.

““ The special thanks of the Local Government are due to the Government
of India for allowing the inclusion in the terms sanctioned of a sum of
Rs. 2,50,000 per annum with which to relieve Municipalities from half their
Police [charges. A further sum of Rs. 1,00,000 per annum has been budgeted
for under this head to allow the larger Municipalities, in which water-works
are maintained, to be entirely relieved of the burden of Police charges.

* The Government of India has also made a special grant of Rs. 3,00,000 to
enable the Municipality of Lucknow to carry out its drainage scheme, and the
Local Government and the inhabitants of this large and formerly royal city are
deeplysgrateful for the unstinted aid given by the Government of India in this
matter so important to the health of the city—indeed of the Province. It is
matter for regret that, despite unceasing precautions, the mortality from plague
Las in portions of the United Provinces been higher than in 1902-03. Itis
aiso true that the crops in the year now expiring have not been up to the antici-
pated standard. Otherwise the Provincial outlook is on the whole hopeful.

“ It is anticipated that during the coming year a substantial measure of
progress will be achieved in the matter of rchabilitating the Bundclkhand pro-
prietors, whose situation had, owing to the devastation of years of scarcity and
famine and. from other causes, sunk to so pitiable a state as to render imperative
special legislation directed to the end of preserving the landed interest of this

Jass.
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“ The cane-growers and sugar-manufacturers of the United Provinces con-
tinue to trust in the watchful guardianship exercised by the Government of
India over their intérests. They confidently expect that no system-—disguised
or unconcealed, of the nature of the Cartel system-—will be allowed to
operate in favour of the countries whose sugar-refiners wish to flood India
with cheap ‘beet ’ sugar to the ruin of the indigenous sugar interests.

“ The Indian Empire under the vigilant and virile policy of the Govern.
ment of India is now enjoying the blessings of peace.

“The motive of the Trans-Frontier Mission to Thibet is essentially peaceful,
If one of the ultimate results of this Mission be an increase in Thibetan trade
with India, it is hoped that the United Provinces may share in the gain which
will indirectly accrue to the northern tracts of India.

“The administrative improvements contemplated in ‘Education’ and
‘Police' have not yet taken shape in detailed form, When the time is ripe
for introduction of the measures chosen by Government, it is confidently
anticipated that the Imperial Government will so order the financial interests
involved that an unduly heavy burden will not be laid on Provincial Funds,
For reform in the administration of the two departments of Governinent above
noted is very largely bound up with Imperial progress and stability.

*The memorandum in Appendix Il of the DBudget Statement shows that
Railways in the United Provinces—to be paid for by State Funds as well as

those the subject of private enterprise-—are receiving the consideration due to
their importance.”

The Hon’ble RAt SRi RAM BAHADUR said :—“ My Lord, I join with the
Hon'ble Members who have preceded me in addressing the Council in congra-
tulating Your Excellency’s Government and the Hon'ble Sir Edward Law
for having another prosperity Budget.

“My Lord, I do fhot propose to attempt any detailed etiticism of the
Financial Statement made by the Hon’ble the Finance Minister, but I wish to be
permitted to say a few words on some of the leading features of the Budget, and
specially on those portions of it which more particularly affect that Province
of the Empire which I have the honour to represent in this Council.

“ Cesses on Land.

“But belore 1 refer to those matters, I desire to offer a few remarks on
one most essential aspect of the Budget and will consider it in reference t6
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the interests of the agricultural classes. It may be said without much ex-
aggeration that the classes directly or indirectly dependent on cultivation in
India virtvally form the nation; that increase of taxation imposed on these
classes impoverishes the nation ; and that any general relief given to these
classes benefits the nation. Some relief to these classes has been afforded
by lowering the tax on salt, but as the consumption of salt in an agricultural
family does not much exceed two seers in the month, or at most a maund
in the year, the relief, it must be admitted, is slight., On the other hand,
I have vainly watched, during recent years of surpluses and prosperous Budgets,
for repeal of any of those heavy and onerous cesses which have been imposed
on land—in addition to the Land-revenue—since 1871. The revenues of
India have gone up by leaps and bounds from under sixty-five millions sterling
in 1897-98 to over eighty millions; one great cause of this increase in revenues
is the fixing of the value of the rupee at 1s. 4d., which is tantamount to an
increase of taxation all round; and yet there is no corresponding relief granted
to agricultural classes of India—those who have borne the principal share in
the increase of taxation, those who have suffered most grievously from famine,
those who deserve relief most urgently when the financial condition of the

Government makes it possible to afford relief.

“My Lord, within a few years after the administration of this country
had passed from the East India Conpany to the Crown, the necessity was felt
to increase the taxation of the country, because forty millions sterling, the cost
of the Mutiny Wars, had been added to the Indian debt. Oue of the greatest of
Indian Viceroys—the late Lord Lawrence—endeavoured to distribute this burden
by imposing taxes on trade as well as on land; but traders are quite able to
protect their own interest, and Lord Lawrence's proposals to derive a moderate
increase of revenue from trade was vetoed by the Secretary of State. ‘I
cannot conceal from myself the conviction,’ wrote Lord Lawrence to the
Secretary of State in 1867, ‘ that all taxation which can affect, in any material
degree, the non-official European community will be impracticable. So far
as their voices go they will approve of no tax of the kind. They desire
that all taxation shall fall on the Natives.,' How far this policy has or has
not been borne out by the history of subsequent years firstly by repeal of all
import-duties, and secondly by imposition of excise-duties on Indian mill
manafactures along with the re-imposition of import-duties, is a matter which
1 will not discuss.

“When Lord Lawrence's successor looked around him for additional
sources of revenue in India his eyes {ell on land and agriculture. The land-tax
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in Northern India had been fixed in the last years of the Company's rule at
one-half of the actual rental, leaving aside some very insignificant rates then in
vogue, Lord Mayo’s famous decentralization scheme of 1870 violated the
half rental rule and was based on the imposition of fresh cesses on land in
addition to the land-revenue. My Lord, we in the Provinces of Agra and
Oudh now pay cesses, not only for village-watch but also for roads, for schools and
dispensaries, for post office, for patwaris and for famine insurance, and
these cesses have been imposed on land in addition to the land-revenue., The
allotments made to the different Provinces of India out of the revenues under
Lord Mayo’s decentralization scheme were less than the estimated Provincial
expenditure, and Provincial Governments were openly told to make up the differ-
ence by imposition of new cesses on land in addition to the land-revenue. This
will appear from the official correspondence of the day and also from the evidence
given before Select Committees of the House of Commons on Indian finance
which satin the years 1871, 1872, 1873 and 1874. My Lord, the entire question
came up for the consideration of the late Marquis of Salisbury, who was Secre-
tary of State for India in 1875. And that distinguished and large-ininded

statesman recorded his views on the subject in words which are as true today as
they were thirty years ago.

So far as it is possible to change the Indian fiscal system,’ he said, ‘it is desirable
that the cultivator should pay a smaller proportion of the whole national chacge. It is
not in itself a thrilty policy to draw the mass of the revenue from the rural districts, where
capital is scarce, sparing the towns where it is often redundant and runs to waste and

luxury. The injury is exaggerated in the case of India, where so much of the rcvenue
is exported without a direct equivalent.’

“This sound observation was recorded in 1875, but remained unheeded.
The agricultural classes of India are voiceless ; the landlords have lifted their
voices in vain; and every additional cess imposed on land since 1871 has
remained unrepealed. My Lord, the financial history of the last thirty years
of the nineteenth century can be told in a few words. In years of deficit fresh
taxation has been imposed on land and agriculture in addition to the land-te-’
venue. In years of prosperous Budgets these new cesses were not repealed—
the surplus was spent in additional military and other expenditure. It is a
melancholy history for the agricultural population of India.

“A fresh increase, in an indirect way, of taxation on land began from
1893, from the gradual raising of the value of the rupee. Rents and ‘the land-
revenue in India are not paid in kind but in Rupees ; and the artificial raising of
the value of the rupee resulted in a raising of the tax on the produce of tHe~
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land. This will clearly appear from a table which appears at the end of the
Report of the Indian Currency Committee which sat in London under the Presi-
dency of the Right Hon'ble Sir Henry Fowler. Comparing the prices of
produce during the two years before the risc of the rupee with those of the
two years immediately succeeding, the witness who furnished the table
showed that there was a general fall in prices in the staple producz of
every province and every division in India. This was not owing to abundant
harvests, for the years taken were years of scarcity and poor harvests; but
the prices in rupees had fallen because the rupee had been artificially raised
in value. In other words, the agriculturists of India had to pay the same rents
as before in rupees, while they obtained less from their fields, and this was
an indirect but effective increase in taxation all round. 1 admit that the same
increase took place in other sources of revenue from the same cause; but no class
of taxpayers felt this more severely than the agriculturists of India.

“My Lord, the question finally came up for Your Lordship's consideration
in 1902 and Your Excellency gave us some hopes that some of the cesses
imposed on land in addition to the land-revenue, would be repealed, in
course of time, by the Government of India. In paragraph 25 of Your
Excellency’s Resolution on the Indian land.revenue Policy, dated January
16th, 1902, Your Excellency, while denying that the local cesses were either
onerous or excessive, nevertheless was pleased to remark that ‘the question
presents itself whether it is not better, as opportunities occur, to mitigate
imposts which are made ‘to press upon the culiivating classes more severely
than the law intended. The Government of India would be glad to see their
way to offer such relief.” Two years have elapsed since this was recorded, two
years of surpluses and prosperous Budgets, but the relief which we have all look-d
forward to has not come.

“My Lord, Your Excellency’s administration in India will shortly come
to a temporary close. Your Excellency’s fiscal administration has been
marked by an act of real relief to the poorer classes of income-tax payers
which we all appreciate. It has also been marked by a reduction of the salt-
tax which has given some relief to all classes of people in India. [t would have
been a source of joy to the country at large if some special relief had also been
given to the agricultural classes in India in respect of the numerous, irritating and
burdersome cesses which have been imposed on them since 1871 in addition to
the land-revenue. It would have rejoiced my countrymen if in the changes
which have been introduced in the present Budget in the decentralisation
scheme, a somewhat larger allotment had been made to each Province, enabling
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it to withdraw totally or partially some of the land-cesses which sit so heavily
on Indian agriculture, and it would have been gratefully remembered by my
countrymen that among the ‘'many changes which have been introduced under
Your Excellency’s rule, the most important was one which aflorded relief and
comfort and joy to the voiceless millions of India in their remote villages and
rustic homes. The Indian cultivator would have remembered that Your
Excellency at last withdrew some of the heavy burdens which were imposed on
their fathers after the Mutiny Wars, and the loyal landed classes of India would
have felt that some endeavour was made after the lapse of half a century to
come back to the salutary rule prescribed by Lord Dalhousie in 1855 to limit
the Government demand to one-half the rental, and I may add that all classes
of people in India would have felt that landed and agricultural interests received
the same watchful and humane care and attention which trading and coma
mercial interests are able to secure for themselves,

“ My Lord, my countrymen still entertain the hopethat the relief so long
sought for will not be long in coming. When Your Excellency returns to India
after your temporary absence, we sincerely hope that one of Your Excellency’s
first acts will be to give to Indian agriculture that relief which it needs and
which it is entitled to in years of prosperous Budgets. In any case we hope
that this grave matter affecting the interests of virtually the entire Indian
population will not be lost sight of. Years of prosperous Budgets in India are
succeeded by years of deficit. It will be lamentable if the present surpluses
are all spent in increased military and other expenditure, without affording some
substantial relief to the agricultural classes and without permitting some reduc-
tion in those burdens on the cultivators which have been deplored by all Indian
statesmen from the late Marquis of Salisbury down to Your Excellency.

“My Lord, before 1 conclude my remarks on this particular subject, |
must say that I agree entirely with my friend the Hon'ble Mr. Bose in the
observations made by him in reply to those of my friend the Hon'ble Dr. Mukho-~
padhyaya as regards the propriety of the income-tax. It is in the shape of this
tax alone that certain classes of the community make any contribution to the
public expenditure; and when such onerous taxes as the land-cesses—taxes paid
by the classes who suffer most seriously from famine—remain unrepealed, I do
not consider that the income-tax is a tax against the continuance of which any
serious complaint can be made.

“ Military Expenditure.

« Coming now to some other essential features of the Budget Statement, we

find that notwithstanding the actual surplus of this year and that estimated far

-
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the coming year, the Government is going to increase the permanent debt of
the country by the addition of 4} millions sterling. A large portion of these
surpluses, it appears, has been and will be absorbed by an increasc of expenses
under the head of Army Services. My Lord, the non-official members of Your
Excellency’s Council have over and over again raised their voice against the
inordinate increase of the military expenditure. We hoped that under Your
Excellency’s regime not only an effectual check would have been placed on the
increase under this head but that it would have been reduced to an appreciable
extent. We were led to cherish this hope from the action taken by Your
Excellency’s Government in protesting strongly, though without success, against
the increase in the pay of British soldiers stationed in this country and
in opposing successfully the saddling of India with a portion of the cost
of the South African Garrison—for which the whole country felt grateful
to Your Excellency. It is therefore a great disappointment to us that,
instead of the military expenditure being reduced, it has been increased
in a considerable measure. In 1goo-o1 it amounted to £14,265,535;
for the coming year, s, 190405, the amount is estimated to reach
£18,215,000—an increase of £3,949,475 which in Indian currency in round
numbers comes to a trifle less than six crores of rupees; and this in the
short space of four years. The sum of £700,000 has been provided in the
coming year's Budget for the re-armament of the artillery, the Home
authorities having decided that ‘India must be allowed priority of supply
in the matter of new armament” In a memorandum submitted on behalf
of the India Office to the Indian Expenditure Commission it was urged that
India is being utilized as a reserve for England, because not only the
services of the British regiments stationed in India are utilized by England but
even those of native regiments, towards the cost of which she makes no contri-
bution. As if that was not quite enough, India is now going to have the very
costly but unsolicited honour of having the priority of supply of new armameants,
The proper course, in my own humble opinion, would have been to give the
honour to the ruling country and not to its dependency for the purpose of an
experiment of the efficiency or otherwisc of the new armament.

“ As regards the Tibet expedition, it has already cost Rs. 45 lakhs in the
year which is about to close, andin the coming year a further sum of 36
lakhs of rupees has been set apart for it. This being a guasi-military expedition
beyond the Jpdian frontiers, its cost ought to be borne by the British and
not by the Indian Exchequer.

“ The abnormally high and rapid increase in Army expenditure cannot
but be deplored. The continuing growth of this already too heavy burden
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absorbs the surpluses and stands in the way of Government's taking steps
to give relief to the agriculturists by a reduction in taxation and spending
adequate and larger sums on measures calculated to improve the economic
condition of the country.

“ Railways.

“ My Lord, it is stated that the larger pertion of the loan of 4% millions will
be devoted to railway construction, and the sum of £833,300 will be spent on
Irrigation Works. My Lord, I do not mean to say that the extension of
the facilities of communication by construction of railway lines is not a
desirable thing. Butit is the manner in which the capital is provided for the
construction of the railways that I take exception to. Mr. Robertson, the
Special Commissioner, specially sent out to India to enquire into Indian rail-
ways, admits that ‘so far, as railways per square mile of territory are
concerned, India is rather better served than most countries outside Europe.’
My Lord, now that all the main lines have been completed, the construction
of new lines should be left to private enterprise, and they should not be cone
structed from borrowed capital, as borrowing adds to the permanent burden of
the country which ultimately results in the imposition of fresh taxes.

“ Irrigation Works.

“My Lord, as regards the other object for which this debt is going to be
contracted, vs8., the construction of irrigation works, no one can question
their utility as protective against famine. The Government in this respect
has not been as active as the exigencies of the case required ; the construction
of irrigation works has hitherto been considered of secondary importance to the
constructicn of railways. The extension of railway communication places
better facilities for trade in the hands of influential merchants whose voice is so
effectually heard by the authorities both at Home and in India; the construction
and extension of works of irrigation affects mainly the poor agriculturist who
has practically got no voice to bring his necessities to the notice of the
Government. My Lord, the management of the Famine Insurance Fund with -
greater care and foresight ought to have placed sufficient means at the disposal *
of Government for the construction of irrigation works, and no recourse ought to.
have been made to fresh loans for this purpose.

‘“ Provincial Contracts.

*“ My Loid, I shall now with Your Lordship’s permission offér a few brief
remarks on some of the matters which have immediate concern with my own
Provinces. Your Excellency’s Government has now revised the Provincial
Contracts, and_the Hon’ble the Finance Minister has announced that in order ~
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1o ensure the continuity of the Provincial Finance and give to it a relative
permanence, quinquennial revisions will . in future be discontinued. As
regards the United Provinces, a considerable advance on the last contract
has been made by placing a larger amount for local expenaiture at the
disposal of the Local Government. But I should be pardoned for saying that
the allotment is still insufficient. It will barely suffice for the proviacial
expenditure according to the present scale, but will leave no margin for
meeting the rapidly growing wants, both economic and administrative, of those

Provinces,
“ Municipalsties.

** A special grant of 2} lakhs of rupees per annum has been made to enable
the Local Government to relieve the Municipalities of the United Provinces of
their police-charges, those having water-works being fully relieved, and
the others to the extent of half those charges. My Lord, the relief thus
afforded to the Municipalities will enable them to provide more adequately for
the ever-increasing expenditure on sanitation and also to devote larger sums
towards the advancement of education than they have been hitherto able to do.
The sum of three lakhs of rupees entered in the current year's Budget will
be spent in the next year in furtherance of the drainage scheme of the Lucknow
Municipality, which is estimated to cost eight lakhs of rupees. For these
grants the people of the United Provinces are grateful to Your Excellency’s

Government.
“ District Boards.

“In the course of the Budget Debates of the two preceding years, I drew
the attention of the Government to the unsatisfactory condition of the District
Boards in the United Provinces, and to their inability to secure that position in
the local self-government system. of the country which they ought to occupy.
This is partly due to the shortcomings in the provisions of the present law which
was passed more than twenty years ago, and partly to the defects in the system of
their finances in which centralization, and anomalous resumptions at the end of
the year of the unspent portion of their annual allotments, play a very important
part. Some time has now passed since a draft Bill was submitted to the Gov-
ernment of India for sanction to be introduced into the Local Council, but
up to the present time that Bill has not seen the light, and consequently the work
of this much-needed reform is at a standstill. 1 find, however, that in the
present Budget a'sum of 1} lakhs is allotted to the Local Government to reform
the system’ of the District Board finance. It is hoped that legislation.
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enabling the Local Government to carry out the necessary reforms in this
direction will soon be taken in hand.

“lrrigation works,

“ My Lord, another subject relating to my Provinces is the carrying out of
irrigation projects recommended by the Indian Irrigation Commission. Allot-
ments have been made in the Budget for the extension of some of the canals in
operation, but it does not appear that any sums have been provided for construc-
tion of any of the new canals recommended by the said Commission. One of
their recommendations is the construction of a canal

passing through
some of the distriets in Qudh.

The talukdars and other landed proprietors in
that Province do not consider the project to be of any practical utility, and in
their opinion the benefits to be derived from it would be counterbalanced by
water-logging and deterioration of the soil of the tracts through which it is
suggested that the canal should pass. The construction of wells in sufficient
numbers and distributed throughout the areas of those districts will act as a
better preventive against famine than the projected canal. The subject, however,
is, | am informed, under the consideration of the Local Government, and we must
wait for their decision. But there is one part of the United Provinces which
of all others is most affected by viscissitudes of rainfall and requires the
immediate construction of protective works for prevention of famines. Itis
Bundelkhand, which has been visited by no less than five famines within the last
sixty years. In the last famine alone the Government expenditure, including
remissions of revenue and of advances, amounted to over a crore of rupees, of
which one district alone, vis., Banda, had one-half of that sum and at orie time
had more than 42 per cent, of its population receiving relief. The Irrigation
Commission recommends the construction of the Ken canal which will irrigate
the District of Banda. The project is estimated to cost 36§ lakhs of rupees and
when completed will be capable of watering 58,000 acres on an average and

97,500 acres in a year of drought. It is hoped that the construction of this canal
will ere long be taken in hand by the Governmeat.

“ Larger employment of Indians. }

"¢ My Lord, the larger employent of the Indians in the different branches of
the public services of the United Provinces is the next point which I beg to
bring to Your Excellency’s notice. I am not speaking of the Indian' Civil
Service nor of the cther Covenanted services, but of those special Departments
which are called the minor services. Exceptin the subordinate judicial and
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executive services, which are mainly manncd by the Indians, there is a total
exclusion of them from some branches of the public service. In others they are
found in very inappreciable numbers so far as the gazetted appointments are
concerned. In the Forest Department of the Imperial service there are 17 ap-
pointments in the United Povinces, none of which is held by an Indian, Out of
the five special appointments only the last two, carrying salarics of Rs. 200
and Rs. 150, respectively, are held by the Indians. In the Piovincial Branch of
that service there is only one Indian as Extra Deputy Conservator, and seven
others as Extra Assistant Cons ervators holding subordinate appointments, In
the Salt Department there are three ofliices at the head-quarters and seven
Assistants and Superintendents; the salaries of the two last-named classes
ranges from Rs. 300 to Rs. 800 a month; thereis not a single Indian among
them. Inthe Opium Department there are no less than 54 higher appointments
in the United Provinces ; of these only five are held by the Indians with salaries
ranging from Rs. 250to Rs. 500. In the Telegraph Department there are 18
appointments, the highest monthly salary being Rs. 1,000 and the lowest
Rs, 250 ; not one of these is held by an Indian. In the Financial Department
there are seven gazetted appointments ; not one of them is held by an Indian. In
the Provincial Civil List in the Survey of India Department there are 14 posts, and
only one of them is held by an Indian getting a salary of Re. 200 2 month. In
the superior ranks of the Police Service there are 4 appointments at the head-
quarters, so District Superintendents and 3o Assistants; the total coming to
84, and of these only one is an Indian holding the post of District Superin-
tendent. In the Postal Department, besides the post of the Post Master
Ger.eral, there are 17 other appointments as Superintendents. Of these 6 only
are held by Indians, two getting Rs. 250 a month and four Rs, 200 a month. My
Lord, the paucity of the Indian element in this Department is particularly notice-
able, as only a few years ago the Indian element predominated in it. Even the
highest post, #12., that of the Post Master Cieneral, was at one time held by an
Indian, the late Rai Bahadur Saligram, who had risen to that high post from a
subordinate position. In the Public Works Department also there is a paucity
af Indians, none of the higher appointments being held by them. My Lord,
there may be some appointments which may require special qualifications, but
there is no valid reason for the practical exclusion of Indians from appointments
requiring no such qualification. The Indian Universities are now turning out every
year a large number of young Indians who are capable by reason of their general
education to qualily themselves for special departments, and if their entrance into
public sesvics for posts suitable for them will remain practically barred in the
future, as it has been in the past, much blame cannot be laid at their doors if from
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lack of opportunities tllé)r do not distinguish themselves in unbeaten walks of
life. ’
Y Educational Works.

“My Lord, I now come to some of the educational needs of my Provinces.
On the subject of technical and industrial education I do not wish to say any-
thing at present. We should wait for the inauguration and development of
the policy annouanced. in the Resolution issued by Your Excellency’s Govern-
ment only afew days ago, The genuine interest which Your Lordship is taking
in the spread of technical and industrial education has been evidenced very
clearly by the creation of technical scholarships for which we are grateful,

“My Lord, the establishment of a Medical College in the United Pro-
vinces is an educational want which ought to receive the immediate aitention of
Government. The Universities Commission have recommended the establish-
ment of such an-institution, and the head of the local administration has also
recognised its necessity. The Medical School at Agra costs the Governmerit
about Rs. 28,000 a year ; an additional expenditure of Rs. 52,000 annually will
raise that institution to the status of a college on a footing equal to that of the
one at Lahore, which costs a little over Rs. 80,000 a year.

“Primary Education,

“ The last though not of the least importance is the subject of primary edu-
cation. In this respect the United Provinces occupy the very lowest place in
comparison with the other Indian Provinces. The percentage of the male
population of the school-going age attending primary schools in | the
United Provinces is ten, whilst in Bombay and Bengal it is twenty-two and
twenty-three respectively. The grant of five lakhs enabled the Local Govern-
ment to add to the expenditure on primary education. New schools were
opened, and in one year the total enrolment of scholars increased by 48,461,
which was an increase of 147 per cent, over. the number of scholars of the
preceding year. This fact affords the clearest indication that the backward
state of the United Provinces s not due to any apathy of the people towards;)
educaiion but to the absence of facilities for obtaining it.

“ The most urgent educational needs described by the Head of the Educa-
tional Department, and noticed by the Local Government in their Administration
Report for 19o1-02, are :-—

(2) More Primary Schools.

(6) More trained teachers, z.e.,, more Normal Schools,
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(¢) Higher salaries for teachers, English and Vernacular,
(d) Better, and better kept, school buildings for Vernacular Schools,
(e) An increase of the district inspecting staff,

(/) An improvement in pay and positien of Subordinate Inspecting

Officers.
{£) Greater liberality towards female education,

(%) More boardihg houses and better ones; these should be attached to
all Secondary schools, whether English or Vernacular, and should
be under good management.

“ “The carrying out of these reforms and advances,” says the Director of
Public Instruction of the United Provinces, ‘ on a moderate scale would require
an additional twenty lakhs a year.” This may seem a considerable demand ; but
even if it could be granted it would only raise the total expenditure from public
funds on education, including University, Professional and Technical, as well as
the general, secondary and primary instruction, without the outlay on buildings
and all the cost of direction, to 134. a year per head of the population, and this
scale ‘of expenditure is already exceeded in most if not all of the other
Provinces.

“Even the additional contribution received from the special grant of five
lakhs has not much improved the position of the United Provinces in
educational matters. Asa matter of fact those Provinces compare very unfavour-
ably with the other Provinces of India. With regard to public expenditure on
education per unit of population, those Provinces already stand at the bottom of
the list. From the special grant also they have received less in proportion to their
population. My Lord, the cause of the backwardness of the United Provinces in
educational matters cannot be betterexpressed than in the following passage from
the iast year’s Report of the Provincial Education Department. ¢Other
Provinces,’ says Mr. Lewis, the Director of Public Instruction, ‘have by the
favour of the Government of India been allowed to increase their lead.,” It is
therefore the misfortune rather than the fault of these Provinces that they are the
last of all in educational progress ; and there it seems they are destined to remain.
There is [ittle doubt that if money were spent as freely here as elsewhere on edu-
cation, and lafgely devoted to the extension of primary education, there would
be a large increase in the enrolment of scholars. There is a demand in perhaps
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all districts for more schools and more schools, but they cannot be opened
because the funds are exhausted. When a'people cries out for education and
cannot get it, we may well, with Carlyle, count it a tragedy.”

The Hon'ble SikR DENzIL IBBETSON said:—*My Lord, the remarks
with which I shall trouble the Council today will be very brief.

“ The Hon'ble Mr. Hamilton urges us to increase largely and at once our

expenditure upon agricultural education and experiment; he assures us that
the money can be easily spared and profitably spent ; and he holds up America
to us as an example. But at the same time, he himself tells us why the example
is not in point. He tells us that each of the American experimental farms is
surrounded by a great body of farmers, all with capital at their command, all able
to read and write the language in which the inquiries are conducted, and all in-
telligent ; who eagerly co-operate with the farms and carry their teaching into
practice. In India the very reverse of these conditions exists ; and our difficulty
is not so much want of money, as want of men. In order to exercise a practical
influence upon the agriculture of the country, it is not enough to experiment
successfully ; it will still remain to bring the results of our experiments home to the
people who are to benefit by them. And no amount of mere writing or talking ..
will do that. As was pointed out in the Budget Debate of last year, what is
needed is small demonstration farms at which the results of our experiments can
be reproduced before the eyes of the cultivators, What we want in India, and what
1 hope we shall never be satisfied until we get, is an experimental farm for each
area of which the agricultural conditions are distinctive, supplemerted by
demonstration farms in every district. But this means a very considerable agency,
which must of necessity be for the most part native ; andat present we simply
have not got the men that we require. It would be a grave mistake to bring our
institutions into discredit by starting them before we are in a position to work
them efficiently, and the first thing we have to do is to train our agency. For
that we need teachers, who do not yet exist.

3

" When we turn to educatior, upon the subject of which the Hon'ble Dr.
Mukherjee similarly presses us, and holds up Germany as an example, the same
difficulty confronts us. If agricultural education is ever to reach the agricultural
population of India, it must be through the medium of their own vernaculars
and it must be imparted by teachers who have learned in the vernacular. Byt
at present, we have neither vernacular text books, nor teachers competent to
veach from them. The factis that both in the matter of trained agency and
i the matter of teaching staff, we must begin at the top and work downwards.
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Atpresent agricultural science can be taught only through the medium of Eng-
lish. Our first necessity is, a number of highly trained English-speaking Indians,
who will prepare the necessary text-books in the vernacular, and who in their
turn will instruct vernacular-speaking teachers to bc employed in the lower
grades of training institutions and schools. In the Budget Debate of last year
I saidthat | hoped that the Pusa Scheme, which has been fully described in a
recently published Resolution, would prove to be the corner-stone of agricultural
progress in India. But we must lay the corner-stone before we proceed to the
superstructure. I would ask those who are impressed with the infinite importance
of the subject to the future of India, to believe that the Government realise it no
less fully than they do; that they are conscious of their responsibility in the
matter ; but that they believe that ultimate success will be best assured by begin-
ning at the right end, and by laying a sound foundation for future progress, even
though to do so may involve a certain postponement of visible results.

“ Another remark of the Hon'ble Mr. Hamilton’s affords me an oppor-
tunity that I have for some time past desired, of saying a few words
regarding the popular conception of the Indian Banya. He told us that
he accepted the Punjab Alienation and Co-operative Credit Societies Acts
as ‘an earnest of the fact that Government has decided to clear the
path of progress of the pests which now suck the life, of the people.’
I understand these words of his to refer to the Banya class; and 1 have
noticed in various quarters, and especially of late, a tendency to speak
and write of the Banya of India as if he was, if not always, at any rate
geuerally, a dishonest scoundrel, and the inveterate foe of the Indian culti-
tivator, In my opinion nothing could be more untrue, nothing more unjust;
and I wish that people would accustom themselves to think and speak of the
Banya as a banker rather than as a moneylender, for to call a man a money-
lender is to condemn him by an epithet.

“ There are, indeed, parts of the country where the Banya comes as a
foreigner to settle temporarily among an ignorant people, upon whom he
fastens like a leech, only to drop off when full and return to his own home.
In such parts I believe that his procedure is often of a nature that
it would be difficult to characterise too harshly, There are, again, other
parts, such as the Punjab, where the desire of the Banya to acquire property
in land has led to evils so grave that we have felt compelled to guard
against their further growth by legislation of a very special character.
But even in the Punjab, it is too often the cultivator who is himself his
own worst enemy. There are bad Banyas of course ; and when they are bad,
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they are very bad. But the character of such men is perfectly well known
throughout the country-side ; and only those persons deal with them whose credit
is so hopelessly broken that they can find no one else to deal with. At the other
end of the scale there are Banyas, and not a few of them, who pride themselves
upon never taking a case into Court. Between these two extremes lie the great
mass of the class; and my experience is that, so long as they keep out of Court,
their dealings with their clients are, speaking generally, characterised by honesty
and good faith and by a very considerable amount of liberality. When they are
driven into Court, I am afraid that this cannot always be said of them; but in
such cases it is not the Banya alone who sins. In the parts of India that I
know best, and under existing conditions, the Banya is the mainstay of the
agriculturist. He fulfils the function which the air-chamber fulfils in a fire-
engine, and converts the intermittent income which accrues to the cultivator

only at harvest time, into the continuous supply which is necessary for the
support of his family.

" We were told last Wednesday that co-operative credit societies could
never succeed in India, because the Indian cultivator is bound hand and foot to
the moneylender. 1 do not believe it for a moment; though statistics of
indebtedness were quoted from a high authority in support of the statement. |
do not pause to censider the degree of weight which can properly be attached
to such estimates, though personally I regard them as dangerous and mislead-
ing. Butl would point out that ‘indebted’ is by no means necessarily
synonymous, as so many people seems to think it is, with embarrassed-or
insolvent, 1 do not for a moment wish to minimise the poverty and pecuniary
embarrassment which undoubtedly exist among the smaller tenants and land-
owners of India ; though after all, the real poor of the country are, not those who
hold land on their own account, but the class of agricultural {abourers. * But, as
1 said in this Council the other day, agriculture, or at any rate cultivation by
small holders, is in every country in the world carried on by means of borrowed
capital ; and a man may owe money to his banker, and yet be perfectly solvent,
Indeed, in the part of the country which I know best, indebtedness is the general
custom. The cultivator's account is kept on the debit side; and if a man saves
money, he never dreams of paying it in to his banker so as to convert his debit

into a credit; but he either uses it to acquire more land, or invests it in Jewds
for his wife, or possibly buries it in a hoard.

“In this matter [ am entirely in accord with the views which were
expressed by the Hon'ble Mr. Cable a week ago, and by the Hon'ble Mr. Bose
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today, Our credit societies will be of use, mainly to supply the small needs
of small folk ; they certainly will never supplant the Banya; and it would be
a grievous mistake if they were pressed forward in a spirit of declared hostility
to him, Competition and rivalry there must be, to a certain extent. But that will
be entirely wholesome; it will, I hope, tend to reduce the traditional and
exorbitant rates of interest at present so often charged; and I agree with the
Hon'ble Mr. Bose in thinking it very possible that the Banya may find
it to his advantage to lend money to these societies on their combined
credit, on easicr terms that he can afford to give to the individual members.
It may also be hoped, as suggested by the Hon'ble Mr. Cable, that the
societies will exercise a valuable educative influence, by teaching the Indian
villager that money is productive. If we could tempt into active circulation the
vast amount of capital, scattered in small sums all over the face of the country,
which at present lies idle in the shape of hoards or jewels, a considerable
advance would have been made towards that development which we all so much

desire.

“Last year I mentioned the new arrangement by which the Civil Veterinary
Department would be relicved of a great part of its duties in connection with
horse-breeding, and thus enabled to give increased attention to the cattle which
are so all-important to Indian agriculture; and I stated that inoculation against
rinderpest, with serum prepared at our laboratory at Muktesar, was steadily
finding favour in the eyes of the people. [ think it may interest the Council to
learn the progress which we have made since inoculation was first starced in
19c2-01. In that year we inoculated 2,357 beasts; in 1901-02 we inoculated
19,859 ; in 1903.03 we inoculated 45,728, and might have treated more had not
the supply of serum run short; while this year we have arranged for the
manufacture of 2} lakbs of dosesof rinderpest serum, besides nearly a lakh
of doses of prophylactics against anthrax and other fatal diseases of cattle.

“The Hon'ble Dr. Mukherjee asks us for full and detailed statistics of the
rental paid by cultivators as tenants to their private landlords, on’ the ground
that it ought to be taken into account in calculating the total burden, of
taxation upon the people. 1 confess that it would never have occurred to me to
include in the amount of the taxes which the State levies from me, the rent that
I pay for the house in which i live ; and in this matter I see no distinction between
houses and land. From the point of view of revenue, Government are concerned
with private rental, only in so far as it constitutes the proprietary profits of which
the State is entitled to a share. And the only manner in which Government have
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interfered to regulate the amount of such rent, is by legislation designed to
protect the tenant against extortionate demands on the part of his landlord.”

The Hou'ble Sir ARUNDEL ARUNDEL said :—*‘ As stated by the Hon'ble
Mr. Adamson, railway construction in Burma has been at a standstill because
the Burma Railway Company were not prepared to undertake further construc-
tion under the terms contemplated in their contract of 1897. An arrangement
has now been made between the Secretary of State and the Railway Company,

and an allotment of 15 lakhs has been made for the ensuing year to make a
beginning with—

(1) the Pegu-Moulmein line,
(2) the Henzada-Kyangin line.

“1 would gladly have allotted more, but our Badget is limited while the
demands upon it are unlimited, and it is impossible to satisly the claims that
pour in from every side. It must always be remembered that the requirements

of open lines and lines under construction have first to be met, and only the
balance is available for allotment to new lines.

“'“1f later in the year we should be in a position to increase the allotments for
the two lines abovenamed, and at the same time the Company is in a pesition
to spend more, | hope a further allotment may be given.

* The third line mentioned by the Hon’ble Mr, Adamson—the Daga loop to
the Henzada-Bassein Railway—has not yet been properly surveyed or estimated.

‘ The Arakan line, which is being surveyed, will, I fear, prove to be exceed-
ingly expensive without being financially remunerative. From a merely ad-
ministrative: point of view it would be useful, but it must be remembered that
water-communication exists, circuitous though it may be,

“ The Southern Shan States line has been estimated to be 112 miles long .
and so cost 68} lakhs, and it is by no means certain that the estimate is ade- -

quae, or that there would be enough traffic on the line to pay even working
expenses,

‘ Enormous sums have been swallowed up on the Lashio line that might
have been remuneratively expended elsewhere, and I am not prepared to believe
that the Southern Shan States hill line will pay, on the strength of Sir George
Scott’s robust faith., The Chamber of Commerce may press strongly for it,
but would any member of that body invest a hundred rupees in the scheme
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with any hope of a financial return unless guaranteed by Government out of the
general revenue of the country ?

“ In all that the Hon’ble Member says of the promise. of the future for
Burma in increase of population, cultivation and wealth I cordially agree. But,
limited as our assignments for railway construction are, it would seem to bea
wise policy to press first for the lines that promise the best return.

“ As regards public works other than railways the Government of India hope
shortly to be in a position to strengthen the Public Works Department staff in
the grades of Chief Engineer, Superintending Engineer, Executive Engineer and
Assistant. It is impossible to expend any very large sum satisfactorily until the
establishment is increased, and this can only be effected by degrees.

“With reference to the Hon'ble Mr. Cable’s remarks on the subject of
railway freights for coal, I would say that the East Indian Railway is already,
after allowing for rebate, carrying coal at almost the minimum permissible rates.
And with regard to railway freight rates in general it must be remembered that the
Companies have full power to deal with such rates in their discretion within the
maxima and minima laid down in their contracts. The Railway Companies
have land freight to sell just as steamer companies have sea or river freight to
sell, and it is not to their interest to quote rates so high as to impede traffic.
If the mercantile community will point out what kinds of merchandise are held
up anywhere and will not move because freights are too high, they will have
done much to simplify the problem of railway rates.

‘“ As regards coal I may say that the rates on the East Indian Railway were
reduced in August 1go3z, and the result so far has been more beneficial to the
trade than to the railway, as the increase in weight carried to Calcutta or for
export was not sufficient to counterbalance the loss in earnings. It is doubtful
therefore whether further reductions can be expected for some time to come.
Whether the steamer freights for export are capable of reduction is a matter
on which I have no information, but it is probably known to the Hon'bleg
Member himself.

“'The Hon'ble Rai Sri Ram Bahadur desires that the construction of new
railway lines should be left to private enterprise and not constructed from
borrowed capital, as borrowing adds to the permanent burden of the country
which ultimately results in the imposition of fresh taxes.
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*If the course recommended by the Hon’ble Member were followed, hardly
any new railway line would ever be built, for private enterprise except in the
ratest cases demands a Government guarantee in some form or other, and a
Government guarantee throws the ultimate responsibility on the revenues of
India; and as private enterprise even with a Government guarantee cannot raise
capital so cheaply as Government, the taxpayeris in the end worse off than if
Governinent raised the capital and built the railway, As the railways of India
generally, even including expensive unremunerative strategic" lines, are paying
an interest on the outlay of nearly five per cent., the burden of the country is
lightened by the difference between 5 per cent. and the rate at which Govern-
ment borrowed, and there are in addition all the innumerable indirect advantages
of the railways in fostering and developing trade and industry, giving a market

to groduce and permanent paid employment to an immense army of 378,000
Native employés throughout India.

“The Hon'ble Member says ‘the extension of railway communication
places better facilities for trade in the hands of influential merchants whose
voice is so effectually heard by the authorities at home and in India; the
construction and extension of works of irrigation affects mainly the poor
agriculturist who has practically no voice to bring his
to the notice of Government. I must repudiate the distinction
which the Hon'ble Member would draw between the influential merchant
and the poor agriculturist. The latter and the ‘voiceless millions’
elsewhere referred to are having their case presented and their interests
looked after by the Hon’ble Member here, and by officers in every district
throughout India, 1 have already shown that the permanent burden of
taxation is directly lightened by our railway revenue. I do not think that
the Hon'ble Member would wish to represent that Indian merchants do not
profit by the better facilities for trade given by the railways, or that the
agriculturist would be in an equally good position if he had no railway to
take his cotton, his seeds, his wheat, to a market. The wonderfully successful
*rigation colonies in the Punjab actually demand railway communicavtion

o get rid of their produce and so make money by it, and one successful line of

railway has been built simply to meet the requirements of the colony created by
the irrigation works.

necessities

“Then my Hon’ble friend says no recourse ought to have been made to
fresh loans for the construction of irrigation works. I hope the following figures
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will convince him that his policy is anything but wise in the interests of the
people of India :—

Statement showing the net receipls from canals in India credited tv the State exchequer
after paying all working expenses and arrears of inbcrest to the end of 1903-03.

Rs,

Punjab . . . . . . . . . 6,91,53,974
North-West Frontier . e e . 6,71,293
United Provinces . ‘ . . . . . 315,715,760
Bengal . . . . . . . . =6,51,37,608
Madras . . . . . . . . +  T7)y70,11,158
Bombay and Sind . . . . . . . =16,72,414
Burma . . . . . . . . =—6,63394

TorAL . 10,49,44,769"

——————

The Hon'ble MAJOR-GENERAL SIR EDMOND ELLES said :—“Itis a great
source of satisfaction to have the support of such an able and fearless critic as
the Hon'ble Dr. Asutosh Mukhopadhyaya as to the necessity for maintaining our
army thoroughly efficient, and I share his regret that the whole of the extra charge
for the pay of the soldier has been thrown on India. It is also a great pleasure
to hear the statesmanlike and broad views of His Highnessthe Agha Khan on
military expenditure and its necessity. Should his proposals for the mainte-
nance of transport units by minor Native States and large landowners be
carried out, the military authorities will hail the measure with the greatest

satisfaction.

“ The increase of our expenditure on the army has been attacked by the
Hon'ble Mr. Gokhale and Rai Sri Ram with their usual vigour and pertinacity, but
of this increase seventy-four lakhs is a story two yearsold. The increase of the
soldier's pay was resisted as a charge on the Indian taxpayer, but the Indian case
was lost on being referred to arbitration and the charge has become a regrettable
necessity. The expenditure in regard to Sikkim-Thibet, Seistan and Aden
(49 lakhs) is for escorts to political missions, and I would leave it to His Excel-
lency the Viceroy to reply to this part of the case.

“ The remaining excess expenditure is due to the allotment to Indid of
50,000 extra rifles of new pattern and 21 batteries of Field Artillery. Is it
really necessary to justify this expenditure ? The knowledge on military
matters of the Hon'ble Members who have attacked the military expenditure
is not extensive. | have listened with admiration to some of their speeches
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when they have spoken as experts on the University Bill and other subjects.
I now feel still greater admiration at the boldness with which they criticise
military measures regarding which their knowledge must be infinitesimal. Is it
possible that they wish us to remain with ancient and .out-of-date equipment
when all other Powers have supplied themselves with the most modern? Are
we to be content to hide ourselves behind our mountain barriers under the
foolish impression that we shall be safe whilst the absorption of Asiatic king-
doms is steadily in progress? |

‘“It is, I think, undoubted that the Indian army in the future must be a main
factor in the maintenance of the balance of power in Asia;it is impossible

toregard it any longer as a local militia for purely local defence and main-
tenance of order.

“Have not my Hon'ble Colleagues an object lesson before them?

‘“Fifty years ago Japan commenced to emerge from what I may call the
junk and bow and arrow stage of naval and military science. What is it
that has made her a first class naval and military Power ?

“ Our Hon'ble critics wish us to adopt a policy of non-advancement with
the times. Wasit by such a policy that the evolution of Japan has taken
place in a manner never before seen in any age ? Japan many years ago became
aware of the insidious advance of a Power to threaten her and began to
prepare with a foresight and statesmanship which have gained her universal
admiration. Few then thought that this small island kingdom would in a few
years be fighting a first class Power for her existence; yet what would have
been her fate shortly had her future been guided by statesmen holding the
views of my Hon’ble Colleagues Mr. Gokhale and Mr. Sri Ram? Are we to
disregard all warnings and remain in a backward state of military preparation ?
The South African war showed the inferiority of our field gun, and since then
experiments have been carried out to produce a perfect gun of quick-firing type.
It is interesting to know how backward we are. Russia is armed with a quick-
firing field gun firing sixteen rounds a minute; ours probably fires two wich
dificulty. France is also armed with quick-firing guns stated to fire twenty
rou‘Ids a minute. Germany has been armed since 1896, but is now re-arming with
a better one. Even Switzerland began re-arming in 1go1, and Japan commenced
in that year and is believed to have completed its field artillery with quickefiring
guns. Re-armament is very expensive, the cost of a1 batteries being £500,000,
and the full re-armament will cost over a million sterling ; the other batteries we
hope to re-arm by guns made in India at a lower cost.
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““There is yet anothier point I would press on my Hon'ble Colleagues. Eng-
land after an expenditurc of nearly 223 millions sterling on the Boer War came
to the conclusion that want of reserves was rather an expensive thing and
immediately voted 10} million for war reserves. Ncarly 9 million of this has
been already spent. What is our small expenditure compared to the issues
at stake ? Even now with the extra expenditure this year you are only paying
an extra insurance for the extra prosperity of the country, and the expenditure
has barely increased when compared with the expansion of revenue. You paid
in insurance during the four years 1896-97 to 1899-1900 2470 per cent. on
gross revenue ; in the four years 19oo-01 to 1903-04 it was a1'08. For
1904-05 the estimate is 24’02, and any increase in revenue decreases the
percentage. | see no reason why the army should not have a certain share of
increased prosperity as for years it was completely starved.

“The Hon'ble Mr, Gokhale refers to the figures in my memorandum on the
Military Budget as curious, but I do not think it is so curious as his deductions.
If [ take the same set of figures throughout, the comparison between years is not
vitiated. I took the fast eight years for my periods because they were the last
eight years. I fail to see why he should not take the principal heads of revenue
in calculating the general increase of revenue. He says that the revenue between
1884-85 and 1904-05 increased from 51 crores to 73 crores; but I find that the
gross revenue increased from nearly 71 crores in 1884-85 to 134 crores in
1903-4, and 120 crores is estimated for next year. He says the military
expenditure between 1884-85 and 19o4-05 increased 70 per cent. whilst
the revenue increased 44 per cent. ; but I find that the gross revenue increased

in that time by 75 per cent.

*“ The Hon’ble Sri Ram has the following statement :—* This abnormally high
and rapid increase in army expenditure cannot but be deplored.” In this we may
entirely agree, but so long as other Powers progress in military armaments
and preparation for war we must also keep pace. He continues with this remark-
able criticism :—' The continuing growth of this already too heavy burden
zbsorbs the surpluses and stands in the way of Government taking steps to give
relief to the agriculturists.’ [ would point out that the large surpluses have
been attained in spite of the military expenditure, and as they dre a solid fact—
29 crores in six years according to Mr. Gokhale—1 fail to see how they can have
been absorbed by the Army. At least 75 per cent. of the increased gross
revenue has been expended on general purposes, and there has in addition besn
a large remission of taxation. Less than 35 per cent. of the gross revenue is

still cxpended on the Army.”
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His Honour THE LIEUTENANT-GOVERNOR said :=" My Lord, [ will only
make a few remarks on the Budget in reference to its relation to the Province of
Bengal. In the first place I should like to say that I thoroughly acknowledge
what the Hon'ble Finance Member has, with his becoming modesty, called the
‘ reasonable liberality ' with which the Government of Bengal has been treated in
the new Provincial Contract. I am very glad indeed that this step forward has
been taken in regard to decentralisation, so as to call forth, as I believe it must,
the best efforts of Local Governments and of their officers in regard to efficiency
and economy of administration; and I acknowledge gratefully that in starting
us off on the new system, the Government of India has treated us with reason-
able liberality. We had very considerable discussion over the Provincial Con-
tract before the Government of India settled it; and I am bourd to say that
the impression which that discussion left on my mind confirmed the
impression which I had formed of the relations of the Government of India with
Local Governments both while I was connected with the Government of India
as Home Secretary, and also during the more than four years in which I have
occupied the position of the head of a Local Government: that is, 1 recognise
fully that not only do the Local Governments maintain that we belong to the
same great system, and that we are working out the same great work; but
the Government of India also cordially recognise this, and meet us in a sympa-
thetic and kindly way. ‘We did not of course get all we asked, because we
asked for all that it was possible to hope for ; but we got much of what we asked ;
and when we had got it and looked round and saw what other people had got, we
were bound to admit that we had received at all events reasonable treatment;

and I am sure that nothing that it was our duty to urge in regard to the necessary

and expedient expenditure of Bengal was lost sight of by Your Excellency and
Your Excellency’s Government. ,

““There are several matters in regard to which, coming to the Province of
Bengal, I have been deeply impressed ; and I am glad to say that they are not
matters which have impressed me without having impressed my predecessors,
or which have impressed me without having impressed those who are my respansi-
ble and even irresponsible advisers in this Province. They are matters which
have deeply impressed me. One is the undermanning of our district and local
establishments. We have far too few Deputy Collectors, and far too few Sub-
Deputy Collectors ; and our ministerial establishments are underpaid and under-
manned. That is a matter which w= have strongly represented, and it is 2 matter
consequently in respect of which the Government of India have given us substantial
help. I trust that, with the help which that Government have given, and with
the money which under the new Contract it will be possible for us to set aside
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for this purpose of improving our local administration, great improvement
may take place. As I have said, this is a matter which attracted the attention
of my predecessors and which has also attracted the attention both of my
subordinates and of the Press; and I am sure that the measures which are
now about to be carried out, which are now under discussion between the Gov-
ernment of Bengal and Your Excellency’s Government, will give great satisfaction

to the Province generally,

“ Then there are three matters in respect of which we feel the necessity for
a very considerable expenditure, but in respect of which we are still uncertain as
to what that expenditure must be. Inregard to these matters the Government
of India have, however, given us the assurance that while they will expect us to
do all that we can for ourselves they will give us all reasonable assistance

in the future.

“The firstisirrigation. In respect of irrigation [ have seen and examined a

good number of the projects which seem absolutely essential in these Provinces,
and | am sure that the policy which has been developed by the Government of
India will be one which will be received by all who have an interest in the
agricultural community with great gratitude.

““The second point is the police. In regard to that I hardly need say
anything. My predecessor, the Hon'ble Sir John Woodburn, in this Council
made as strong a statement perhaps as one desires to make about the necessity
for police reform in Bengal ; and that statement was certainly not too strong.
I have the strongest belief in the necessity for very great reform. In respect of
this matter we are still waiting to ascertain what are the lines of the policy in
accordance with which reform must be carried out. I believe myself that it is
better to wait. [ have great pressure brought to bear upon me to carry out
certain reforms immediately. I believe, however, that it is better to wait and to
have a clearly defined policy before us before we begin to work on this great and
important question.

“ The third matter with regard to which the Government of India have pre-
mised us reasonable assistance in the future is the matter of education. Here
again I find myself in accord with my predecessors, and in accord with what 1
believe to be the best opinion in the province, when I say that in respect of
primary education we must incur great expenditure ; that in respect of secondary
education we have hardly any model schools at all; and that in respect of
Colleges, we have to start them in many respects on a new line altogether.
Your Excellency is aware that something has already been done at Dacca in
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starting a College on these new lines; and it has been brought before this
Council in another debate by the Hon'ble ‘Dr. Mukhopadhyaya that a great
number more of European Professors are required than we have at present for our
Colleges. There is also another feature of education which was omitted, I
think, by the Hon'ble Mr. Pedler this morning, and to which [ attach as great
importance as any, namely, the absolute inadequacy and too general incapacity
of our inspecting staff. All these things are matters upon which we shall have
to incur great expenditure. We will make every effort that we can to meet these

necessities, and we have been promised the support and the assistance of the
Government of India.

“It was a very great pleasure to me to listen to the story which my Hon'ble
friend Mr. Bose had to tell us of the history of the Morris College in Nag-
pur. In respect of that College he tells us that some men °‘laboured
hard and long.’ I need hardly say that this is Mr. Bose's own modest way of
hiding the fact that he, Mr. Bose, laboured hard and long for this Colluge,
The work which he did, the energy that he putinto it, the patience and the
devotion with which year after year he laboured for this College, have now been
crowned with success as I believe; and they are crowned with success on the

lines of the late Universities Bill, which has now become the Act under which
we are all working.

“Two other matters only, my Lord, I shall refer to and that very briefly :
one is public works under the Public Works Department and under the District
Board. It is hardly credible, the impression which has been created in my
mind in the course of my somewhat extended tours in this Province during this
cold weather of the backwardness of this ‘forward’' Province of Beagal with
regard to communications and buildings, and also with regard to the important
matter of water-supply in the interior. That is a matter to which we shall have
to give of our finances; and [ do trust that, despite the existence in certain
limited localities'of an opposite spirit, it will be found that, when the Govern,-.
ment either directly or through the Local Boards and Municipalities expends its
own money, the public will also be ready to come forward and assist as they
have done in the Province to which I have so long belonged.

““The second point on which I should like to say a word is the question of
agriculture. I think it must be very gratifying to Your Excellency’s Government
to find that a matter which occupies so large a place in the Financial State-
went has also occupied so large a place in the discussion today, and that
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the policy which has been inaugurated, or at “all cvents pushed forward to
so great an extent as to be practically a new policy under Your Excellency’s
Gavernment, is one which commends itself so much to the critical Members
of this Council. I have myself visited the Pusa Estate and discussed with my’
friend Mr. Mollison the object which the work at Pusa has before
it, and 1 am fully satisfied that the advantage to our Province of Bengal
from the work which is going* to be carried out at Pusa will be of the
very highest. But I am very strongly of opinion, with my Hon'ble friend Sir
Denzil Ibbetson, that it would be absolute madness to push on agricultural
experiment and agricultural instruction until we have the men to conduct
the experiments and to give the instruction. That is the very first work which
the Pusa establishment will have to do: to furnish us with the men that will be
able to carry on our demonstration farms and to give the instruction that is
required in agriculture. There is, however, another point to which I should
like to refer in regard to agriculture. [ feel very gratified indeed to think that
the Central Provinces and its agricultural work should receive such honourable
mention as it has from my Hon'ble friend Sir Edward Law in the Budget
Statement ; and I feel very strongly that no recognition of that kind could
be too high for the excellent work that has been done by my friend and
late colleague Mr. Sly. One great feature of that work, however, is one which I
should like to see carried out here. We have had valuable hints today from
the Hon'ble Mr. Hamilton in regard to agriculture ; and we have also had valu-
able statements from the Hon’ble Mr. Cable about the connection between
agriculture and commerce in this country. What I should like to see would be
an association, not a great, big, unwieldy, uninterested association—but a good
sound, working association such as we have in the Central Provinces—composed
of agriculturists and of commercial men and of manufacturers, to criticise our
experiments, suggest experiments and help us in our work. Now I shall be very
glad if, when they have leisure, my Hon'ble Colleagues Mr. Hamilion and
M¢. Cable will give me some hints in regard to the formation of such an asso-

.

ciation.

“ [ shall not touch on the question of excise. I thoroughly concur in what
has been said by the Hon'ble Finance Member in the Budget Statement in
regard to excise. The views of Your Excellency and of the Government of
India are well known. It is our duty as loyal though subordinate collaborators
with the Government of India to enforce that policy, and we shall certainly do
our best to carry it out. As is well known, the question of excise is now before
the Legislative Council of the Government of Bengal, and | trust that we shall
be able to work cut a measure which will meet with the approval not only of the
public but also'ol the Government of Bengal.
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“In conclusion, my Lord, I juin heartily in congratulating the Financial
Member and Your Excellency’s Government on this Budget.”

The Hon'ble S1kR EDWARD LAW said :—* My Lord, I think that perhaps it
will be unnecessary for me to reply to each Hon'’ble Member who has spoken.
It will possibly save time if I confine myself to replying to those rather

longer speeches which included remarks repeated, though in different form, by
others who were briefer in their criticisms.

“The Hon'ble DR. Asutosh Mukhopadhyaya started the discussion with a
speech which, whilst I gladly acknowledge its moderation, I cannot pass
by without calling attention to the unsoundness of many of the premises on
which he has founded his conclusions and criticisms,

‘“My Hon'ble Colleague discusses the causes of our surpluses, He considers
that the principal factors which have contributed to such surpluses are first
the stability of exchange and secondly increase of taxation. He has apparently
persuaded himself that the means adopted to establish stability of exchange
have been in themselves most prejudicial to the true interests of agriculturists,
that is, to the great mass of the population. In this connection the Hon'ble Dr,
Mukhopadhyaya submits a remarkable and, I would venture to say, very arbit.
rary statement of figures with regard to the exports of Indian merchandise (I use
his words) ‘ grown by ordinary cultivators’ and the value of the articles of import
‘used by the agricultural population.’ How he comes to class jute manufac-
tures as an article ‘ grown by ordinary cultivators’ I do not understand, and he
himself has clearly some doubt as to the correctness of the principle which has
led him to include such manufactures in his schedule, since he omits from the
same schedule cotton manufactures. From the point of view of his arguments I
cannot myself distinguish between the two. Again, I find that from his list of
articles imported for the use of the agricultural population he omits copper, silver
bullion, sugar, steel, railway material, machinery and mill work, twists and yarns
and various minor articles such as fruit and vegetables, and vegetable cils. My
Hon'ble Colleague must, I think, admit that all imports of silver, of steel, of rail-
way material and machinery and of mill work are more especially for the benefit
of the masses, thatis, the agricultural population. It cannot be questioned that
the agriculturist is the man who is chiefly benefited by the construction of rail-

" ways and the importation of steel and materials for use in connection with them,
and I cannot believe that any class has derived a greater profit than the agri-
cul urist from the importation of such machinery and mill work as are used for
the purpose of reducing the cost of manufactures and thereby enhancing the
value of the raw materials used in their production., Again, my Hon'ble Col-
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league assumes that only 8o per cent. of those articles of import which he
schedules are used by the agricultural population. Thisseems to me to be a
very arbitrary assumption, particularly as regards the imports of spices, steel,
agricultural implements and grey shirtings, which he mentions. DBut I think 1
need not pursue the question in further detail. 1 have said enough to show
that the calculations are based on premises which are, to say the lcast, too
arbitrary to admit of any close argument being founded thereon.

“] am averse to attempting a discussion of such wide economic questions
as the effect on exports, of a depreciated exchange, in the limited time
available during the discussion of the Budget. I must, however, point out that the
only period during which the value of commodities exported ‘can be appreciated
by a falling exchange is that during which the effect of depreciation of ex-
change has failed to make itself universally felt throughout the exporting
country. I am aware that, particularly in a backward country, it ordinarily
takes a considerable time to make such effects universally felt, but where a
country has to meet gold liabilities, if exchange be not sustained, taxation
to meet such obligations must be increased from the very outset of a crisis
produced by exchange depreciation. It is, however, perhaps, in any case
unnecessary further to pursue this line of argument, since there has been
no appreciation of the value of the rupee beyond that at which it stood
very shortly before the closing of the mints. The average rate of exchange
in the financial year 1891-93 was 16733 pence. The measures taken
by Government in 1893 have therefore not resulted in an appreciation ot
the rupee, but only in maintaining its exchange value at a rate approxi-
mate to, but somewhat below, that at which it stood immediately prior to 1893.
The Hon'’ble Mr. Morison has, with much acumen, discussed this question from
another point of view, and he has shown that on the scientific basis of a
comparison of past and present index numbers, there is no foundation for the
allegation that the raiyat has suffered rom the measures taken to maintain the
stability of exchange.

“1 now come to the question of increased taxation, and I must express
great surprise at the erroneous assumption made by so acute a reasoner
as my Hon'ble Colleague, He says that our surpluses are due to
increased taxation, and he names the heads under which there have
been increases. The surpluses of recent years, against the origin of
which he finds reasons for complaint, have, as [ pointed out on a
previous occasion, been obtained without any increase of taxation. Since
the year 1896-97 there has been no increase of taxation, with the single
exception of the imposition of countervailing duties on bounty-fed sugar, the
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returns from which have barely averaged £100,000 per annum. The years 1806-
97 and 1897-98 both closed with very heavy deficits, and the cycle of surpluses
only commenced in 1898-99. Last year we remitted taxation at a cost of
£1,320,333, and nevertheless the growing prosperity of the country has resulted

in an increase of revenue under general heads (excluding mint and opium)

amounting to £2,093,661.

““ I submit a table showing calculations of incidence of taxation in India.
It will be observed that when, on the only sound principle for such calculations,
revenue from State property is treated separately, the incidence of taxation is
now only Rs. 1*42 per head per annum,

Statement showing incidence of revenue from taxation’ and * Govermment Property’
respectively per head of population.

Go\rlnnnxnr REVENKUR FROM Inci .
- T | owe | | | e
Population.
Taxation.® | Property| {on, | Towl | S | oreiadon.
1 2 3 4 5 6 7 B
. A ?I. A TI_ 1. TI_ 1.
Number. Tl;mpon. of rupses. | of rupees, | of rupees. Rupees. Rupess.
188c-8r. . .| 196439857 | 196577 | 44,9269 | 97055 | 749,01 100 229
188586, o .| 307,406,514 | 19,1317 | 496350 | 569,75 | 744642 ‘g2 2'39
18g0-91 . . .| 98,383,172 | 24,7574 | 549645 | Go1,98 | B5,724,17 13 252
1895-96 . . N 222,866,529 | 30,29,57 | 61,9440 6,1305 | 98,37,02 136 F R d
190001 . «| 227,349.886 | 31,3242 | 70,50,86 | 11,17,56 |1,13,90,84 138 310
1go1-02 ., .| 228,246,557 | 33,5813 | 740292 | 790,63 | 1,14,51,68 43 334
. (a)
1902-03 o o 229,143,328 | 33,5018 | 734472 | 8,519 | LI519,00 147 320
(o)
1903-04 (Revised). 230,039,899 | 33,5443 | 789097 | 11,88,60 | 1,23,34,00 4t 343
(=)
1904-05 (Budget). 230,936,570 | 32,8579 | 784416 |  7,50.72 | 1.18,80,67 142 T4o

@ |ocludes Salt, Stamps, Exciss, Provincial Rates, C A d Taxes and Registratioa,

t Includes Land Revenwss, Oplam, Forest, Post Ofice, Telegraph, Rall aad Irrigati

t Include Tributes, | ot, Mint, Civil Dep , Miscell mhﬂol?l;uie Worcks aad Army.
' The reveaue from Berar, Included ia the Accounts of the G ¢ of lndia from 1% October 1303, has beon
'ﬂﬁt:lll'wtlapiq:li of comparisca in the above table, 1903,

Notz,—The population im 188081, nlwr and lp(:.?;hnhchh!rulhn. *Total British ’ at

lsue of Miclh(l.hpml tion of Berar). F ﬂ’-ﬁ
r,‘ﬁ- -:nui.thu;.lll and 1001 ndu the r.gl and 1pet Ggures, n- pectively, l.un been uenar'w the
cﬂn ing 100001, an addition equivalent bo the avernge annualincrease of popelation betwees 1891 and tgor has
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 The Hon'ble Dr. Mukhopadhyaya has devoted a considerable portion of his
speech to a suggestion that the income-tax should be abolished. He, however,
agrees with me in thinking that our primary care should be not to overtax the
agriculturist. The agriculturist does not pay income-tax, and I leave it to my
Hon'ble Colleague to suggest in what' form and on what class the new tax
should be levied to take the place of the income-tax. )

“1 may point out that the Hon’ble Dr. Mukhopadhyaya appears to be un-
aware that we already have a graduated income-tax in India., On incomes below
Rs. 2,000 the tax is not assessed at so many pies in the rupee, but on a fixed
scale as follows :—

From Rs. 1,000 to Rs. 1,250 . . . Tax Rs. z0.
From Rs. 1,250 to Rs. 1,500 . . . . . Tax Rs. 28,
From Ras. 1,500 to Rs. 1,750 . . . . . Tax Rs. 33.
From Rs. 1,750 to Rs. 2,000 . . . . . Tax Rs, 42,

“ The results of these rates naturally differ from those calculated by my
Hon'ble Colleague; up to an income of Rs. 2,000 per annum, they only reach

5'04 pence in the pound.

“ With reference to the implied suggestion that the Government of India is
under some sort of an obligation to abolish income-tax when not absolutely
required for the inmediate purposes of administration, I must point out with
emphasis that no kind of obligation exists in the matter, When originally intro-
duced in 1860, the income-tax was admittedly a temporary impost, and
conseqiently when it was considered that the financial situation permitted its
abolition, it was promptly abolished. When reimposed in 1886, no sort of
promise was made that it would be hereafter abolished in any specified circum-
stances. It has now been levied continuously for some seventeen years, and I
must repeat my hope that should it be found possible to grant some measure
of relief to the tax-paying population, the claims of other and more needy classes
will be considered before those of the wealthier class whom we desire

particularly to reach by the income-tax,

“ With regard to the Famine Insurance Grant, I am afraid that the state-
ment in paragraph 181 of the Financial Statement is perhaps not quite so clear
as it might be. That statement has been drawn up on the basis of an increase
of revenue amounting to 14 crores of rupees per annum having been obtained
by measures taken by Government in 1877-78 for the special purpose of pro-
viding for famine requirements. A credit and debit account has been prepared
whi-h has year by year been credited with the full 1} crores, as originally
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proposed, and this account shows a credit balance of £2,089,149 at the close
of the current financial year. Had we taken into account the reductions which
were made in the contributions for famine purposes in the years 1894-95,

1895-96, 1899-1goo and 1goo-o1, the balance on the credit side of the account
would have been pro tanto reduced.

‘T find some difficulty in following the various calculations made by Hon'ble
Dr. Mukhopadhyaya on the question of the general burden of taxation, but I may at
once point out that the calculations appear to me to be of very small importance,
since they are based upon an entirely erroneous assumption that, apart from local
cesses, land is taxed in India. At some period in the history of all countries, land
has been the property of the tribe or of the State composed of amalgamated
tribes. In India that system as a rule continues. The raiyat in India
has, generally speaking, neither won his lands by the sword nor purchased
them by a cash payment; he therefore properly pays the rent thereof to
the proprietor, that is, to the State. Again, my Hon'ble Colleague appears
to be quite in error in omitting from his calculation of the burden of taxation
in England the very heavy local rates and taxes. It is true that local cesses
are levied in certain parts of India, but these as compared with local taxation
in Europe are relatively insignificant.

*“ My Hon'ble Colleague gave as one of the headings in his speech ‘fictitious
surpluses.’ I must admit being unable to understand the term °fictitious’
as applied to the surpluses which our accounts have shown to have been
realised in the last few years. The fact that, in connection with Provincia|
settlements, we have, for convenience in accounting, made large assignments
during the current financial year to Local Governments for expenditure in the
forthcoming year, does not, I think, in any way justify the use of the word
‘fictitious’ in connection with the amount of the surplus actually realised.

‘“In his zeal for the welfare of the agricultural classes the Hon'ble Rai.Sri
Ram has, I fear, somewhat overstated his case in a manner which my zeal in the
same cause leads me, in their interest, to consider as a matter for regret, ,
Although it is true that certain additional cesses, chiefly of the nature of what is
properly described as local taxation, have been imposed on lands during the last
thirty odd years, the sums annually collected under this head are relatively small,
and since my Hon'ble Colleague views reduction of taxation to the extent of
£1,000,000 under salt as a small matter, I cannot but fear that, were the cesses
of which he now complains abolished, he would similarly turn round and treat
the concession as a very small matter.
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““ Local taxation is a very complex question, and the rates levied in different
provinces vary largely in amount, incidence, and history ; it i not the case that
incidence is heaviest where the nominal rate is highest; | observe that the
Hon'ble Member has not suggested that the local taxes are specially burden-
some in his own province.

“ I may mention that the question of the advisability of reducing local cesses
was very fully considered by Government some three years ago when we dis-
cussed schemes for the remission of taxation, and the conclusion, based on
careful enquiries from the local authorities, was that the present incidence was
not unreasonable, and that in many cases a remission would fail to reach the
actual cultivator. The Government of India has no interest in granting remis-
sions the benefit of which is likely to be intercepted by land-nwning middlemen.

*“ The Hon'ble Member may be interested to know that, in respect of his
own province, proposals are now under consideration for reserving for purely
local purposes that part of existing local rates which has hitherto been allotted
for expenditure on railways and canals, and, as he is aware, the new Provincial
settlement with the United Provinces includes a grant of 1} lakhs per annum
in aid of local board finance.

“With regard to my Hon'ble Colleague's observations on the effect of the
maintenance of a fixed exchange, I have dealt with this question in my reply to
the Hon'ble Dr. Mukbopadhyaya,

“ I do not quite follow the Hon'ble Member's arithmetic when he says
surpluses, it appears, have been and will be absorbed by an increase of ex-
penses under the head of Army Services'. It is true that our estimate of
expenditure for the coming year, which includes a very heavy non-recurring
charge, will exceed the figure for the year 19oo-01 by approximately £ 4,000,000,
but our revenue receipts, omitting profits from coinage, have increased in the
same period by approximately £8.000,000; there is therefore no foundation
for the statement that military expenditure has absorbed the increase in our

resources,

"My Hon'ble Colleague inquired why I took an exchange rate of 164. to the
rupee in, my statement of accumulations of treasure in India. The only sound
calculation of the value of the absorbed silver is to show its value at the present
moment, and that is, at the rate of exchange of the day, Rs. 15 to the £.
Rates at previous dates have no significance of any kind. We want to know
the present situation. As regards gold, the question of exchange docs not arise.
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“l am in complete sympathy with the interest expressed by my Hon'ble
Colleague Mr. Hamilton in the prosperity of agriculture; but to one point in
his speech, a point which has been treated, though in a less emphatic manner,
by several other Hon'ble Members, I must take exception. It is of course
a matter of great satisfaction to me on personal as well as on public grounds
to be able to submit to Council a prosperity Budget, but the causes leading
to this satisfactory situation have been entirely beyond my control. The
situation is in the main due to the fortunate climatic conditions which have
prevailed practically throughout India during the last two years, whilst even in
our bad years, when acute distress prevailed in some parts of the country, other
areas were enjoying not only normal prosperity but were positively the richer for
the famine. It must be remembered that our huge famine expenditure consisted
of disbursements within the Indian Empire, and in so far as they were merely
a transfer of money from the pockets of one section of the population to
those of another and more fortunate section, India, as a whole, was none the
poorer. Personally I have done, and could do, nothing to influence this situa~

tion, and I cannot tacitly accept compliments founded on an erroneous im-
pression,

% cannot but admit to sharing to a certain extent the Hon'ble Mr. Cable's
regret that the result of our budget estimates for the forthcoming year shows
a decrease in our closing balances on 31st March, 1905.

“ Our situation in India is peculiar. In most countries, relatively very small
balances are required to be held by the treasury, since it is always possible by
temporary expedients, such as the issue of treasury bills, to raise considerable
funds at short notice to meet special requirements. In India we have no such
resource at hand in times of need ; we are obliged by the force of circumstances
to be our own bankers. The only way in which we can meet the situation is by
keeping large balances in our treasuries, but it must be remembered that the
maintenance of such balances is a direct pecumary loss in so far as the inoney
is lying idle and unproductive, and it is therefore our duty to keep down the
amount within the limits of a reasonable margin for safety. We are pressed
on all sides to admit increased expenditure, particularly for productive works,
and we propose in the forthcoming year to raise a rupee loan in India, and |
think that my Hon'ble Colleague will agree that three crores is as much as
we should reasonably ask from the Indian market, and as regards borrow-
ing in London, he is of course aware that the situation of the European
money markets is not in present circumstances one to inspire confidence in
the possibility of large borrowing at reasonable rates in the early future. Om the
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whole, it will, I think, be seen that there are reasons for admitting some reduction
in-our balances, rather than attempting to increase our borrowings in unfavour-
able circumstances.

¢ With reference to the new contract for mails between India and the United
Kingdom, we have recently received telegraphic information from which I
understand that an arrangement has been made with the Peninsular and
Oriental Steam Navigation Company, for the prolongation of the existing con-
tract by a term of three years, subject, under the usual penalties, to an accelera-
tion of speed by gwenty-four hours for the time of transit, either way.

“With reference to the Hon’ble Member's remarks about the income-tax, 1
need only add, to what I have already said, that the greatest objections to the
tax are, we believe, being gradually removed by improved administration, and
such improvement has undoubtedly been accelerated by the raising last year of
the taxable limit.

“I think that my Hon’ble friend need not be under any apprehension as
regards the probability of the introduction of excise-duties on such industries as
paper-making. There is no comparison between the amount of revenue easily
obtainable from the consumption of cotton manufactures and such as could be
obtained from taxing the consumpticn of such articles as paper.

*“ With reference to the doubts expressed as to the correctness of my views
that such difficulties as are experienced by cotton spinners and weavers are not
due to the levying of excise-duties at a trifling rate, but rather as a rule to the
financial organisation of the industry, I may mention, in confirmation of my opi-
nion that well conducted mills on a sound financial basis can work at a profit, the
fact that the Colaba Land Mill paid in 1903 a dividend of 5§ per cent; the
Framjee Petit Mill, 4} per cent ; the Manokji Petit Mill and the Swadeshi Mill,
6 per cent ; Jewraj Baloo Mill, 8 per cent; and the Presidency and Sholapore
Mills, 7 per cent.

“The Hon'ble Dr. Bhandarkar laid considerable stress, in his remarks on the
question of excise-dues, on the fact that the capital outlay for the establishment
.of a mill is considerably greater in this country than in Europe. That is
undoubtedly the case, but on the other hand the raw product, cotton, is at the door
of the Indian manufacturer. I am not able to make a definite statement on the
subject, but I should imagine that one fact probably compensates the other.

“‘On the question of the statement which 1 submitted regarding the balance
of trade, my Hon'ble Colleague Mr. Gokhale appears to believe that he has,
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at the last moment {he has had my figures before him for some weeks), dis-
covered a serious error. I am inclined to think that there may be something
in the objection which he has raised, although 1 am not sure that I correctly
understand him. As he has put it, it.is however, I think, clearly incorrect.
The Hon'ble Member appears to base his ecriticisms on a figure of
£ 16,000,000, which he says has been raised in England during the three
years | considered, and spent on public works in India. He has, however, omit-
ted to take into consideration that our rough estimate of distribution of expen-
diture on railways is one-third for stores purchascd abroad, and two-thirds for
expenditure on works in India, whilst for irrigation and other works the propor-
tion spent in England is comparatively trifling. The use made of this figure of
£16,000,000 would therefore appear to require very serious reconsideration.
Moreover, | may mention that according to a statement which [ have had hurriedly
prepared today, the net borrowings by the Secretary of State during the three
years considered, amounted to approximately £09,600,000, but of this sum no
less than some 47,300,000 was devoted to transactions in connection with
the purchase of the Great Indian Peninsula railway, a transaction having no
possible connection with the balance of trade. The factis then the average

borrowings of the Secretary of State have been somewhat below £800,000 per
annum,

* He asks :—

(1) What becomes of the profits which English merchants annually
earn in India?

(2) What becomes of the freights the English companies earn ?

(3) What becomes of the savings of Anglo-Indian lawyers, doctors,
civil and military servants of the Crown?

“1 will tell him :—

(1) It is only when the merchant finally leaves India in the evening of a
life spent in developing the resources of this country that he remits any import-
ant sums abroad; during his career in India he does not hide them under
a hearth stone, but employs them to develope the resources of the country, to
the lasting benefit of the masses of his Indian fellowsubjects.

(a) Freights on imports are included in the value of imports I have

tabulated ; freights on exports are paid by the importing European consum-
ers; the latter are entirely outside the calculation,
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(3) The savings of lawyers, doctors, and civil and military servants of the
Crown are during their career in India almost invariably invested in this
country ; it would be contrary to commonsense fora man who has the oppor-
tunity of investing his money in Indian enterprises returning 6 to 8 per cent.,
to invest his money in Europe where he would find it difficult to obtain
4 per cent, | must point out that whilst the officers of the Indian Army who
have reached a certain rank are undoubtedly able to accumulate small savings,
in the junior ranks such savings are out of the question, and moreover against
the savings of the senior ranks of officers of the Indian Army we must take
into account the large sums steadily drawn from Europe by the great majority
of officers of the British Army serving in this country, whose pay contributed by
the Indian tax-payer is insufficient to meet their daily expenditure,

“The Hon'ble Mr. Gokhale is one of the multitude who stand at the door
of the treasury and cry ‘ Give | Give!’ But not only does he desire increased
expenditute, he is most anxious to abolish such taxes as already exist and
with which present needs are met. We are not in a position today
adequately to provide for expenditure on many and various worthy objects and
particularly on education in which he is keenly interested, and yet when the
Budget shows, as has been remarked by the Hon'ble Mr. Cable, an unfortunate
diminution of about £3,000,000, in our closing balances, with numerous
unsatisfied demands for expenditure, the Hon’ble Member questions our
whole fiscal policy and suggests that one of our most important resources, the
land-revenue or rent paid for lands the property of the State, should be

sacrificed.

“In support of his suggestions the Hon'ble Member quotes certain figures
from which he draws the conclusion that the percentage of rents charged on land
has been increased by 32 per cent. in fourteen years, Last year my Hon'ble friend
corrected me for having omitted to take into account the inclusion of the addition
of Berar revenue in my Financial Statement ; today he has committed the same
mistake himself, and not only has he forgotten the existence of Berar, but he
has left out of account the fact that in the year 1890-91, which he arbitrarily
selects as the initial year of the period he considers, land settlement in Burma
was in its infancy, and further that the colonisation and irrigation schemes in
the Punjab, which during the latter part of the period have borne such splendid
fruit and contributed in a2 most important manner alike to the prosperity of the
agriculturist and to the resources of the treasury, were, if nascent, of no practi-
cal account as regards their effect on revenue returns, I will venture to correct
the calculations of my Hon'ble Colleague, and, deducting from the figures
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‘which he has given, the returns from land-revenue in Burma and the Punjab and
the recent addition of Berar revenues, we find that the total revenue derived
from land in 1890-91 was Rs. 19,71,14,000 and that for 1gog-o5 it is esti-
mated at Rs. 22,53,24,000. These figures show an increase for the period not of
22 per cent but of 14°3 per cent. or one per cent. per annum.,

“How my Hon’ble Colleague has found the courage to commit himself
to the statement that we now * have a large permanent excess of revenue over
expenditure’ 1 am at a loss to understand. I can only say that I envy his
confidence as a prophet. Anyone who has studied fiscal questions is aware
that there is nothing like permanence in any country in the comparative relations
between income and expenditure. Demands for expenditure always increase
and revenue is liable to vicissitudes which cannot be foreseen. It seems to me
that nothing can be more contrary to all sound principles than to assume a
permanence of relation between revenue and expenditure.

“ My Hon'ble friend once more plunges into arguments on the effect of
exchange. 1 wish that I could feel anything approaching his sell-confidence
in the possibility of fully solving this most difficult probleni. I have already in
my reply to the Hon’ble Dr. Mukhopadhyaya ventured to submit for consideration,
such ideas as [ have myself formed on the question of the effect of exchange
on the profits of the cultivator. 1 need here only say that my views are
entirely opposed to those so confidently submitted by the Hon'ble Mr. Gokhale.

“On one point in connection with my Hon'ble Colleague’s lamentaticns at
what he is pleased to style the destitute condition of the agricultural masses
I should perhaps insist, and that is, as | have already pointed out, that the
recent famines affected only a small proportion of the total population of British
India, and that the material prosperity of the agriculturists who in a large part
of the country were favoured by climatic conditions, was advanced by the
higher prices which the failure of crops elsewhere enabled them to réalise for
their produce. | must again repeat that our huge famine expenditure was
merely a transfer of wealth, within the Empire, from the pockets of one section
of the population to those of another, and finally I would remind my
Hon'ble Colleague of the very large remissions of land-revenue and of debt on
account of agricultural advances that were made in the distressed districts.

“ Again, the Hon’ble Member finds cause for regret in his assumption that
the establishment of stability of exchange has increased the debts of the raiyat to
the moneylender. But thes: debts are due in rupee currency, and sinle
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the price of commodities has, according to his assumption, risen, the raiyat will
clearly have less to pay in produce. It is, perhaps, unnecessary to pursue
this question any further, since my Hon'ble Colleague takes my warning
that the bringing of new lands under cultivation in America and the improvement
of communications may cause a decline in the world’s prices for agricultural
products, as a statement closely connected with the question of exchange in
Indial Where he or any one else can find the connection I cannot conceive.
Moreover, 1 feel that he has submitted to us but a portion of the argu-
ments on which he bases the faith thatis in him, since he authoritatively
states that the burdens of the agriculturist have virtually been enhanced by
nearly 50 per cent.; but he gives us neither the chain of reasoning nor the cal-
culations by which he has arrived at this extraordinary figure.

‘1 should perhaps notice one of the somewhat remarkable arguments put for-
ward by my Hon’ble Colleague in connection with the exchange question. What
he says is to the effect that, if by raising the exchange value of the rupee to 16
pence, such wonderfully satisfactory results could be produced, why not at once
raise it to 18 pence or even to two shillings? Such a question shows that my
Hon'ble friend has entirely failed to understand that it is not the precise
exchange value of the currency of the country that is of primary importance, but
it is the stability of exchange. Sixteen pence was fixed by eminent financiers
as the rate of exchange which in their opinion it would be possible to main-
tain without producing too serious a disturbance in the financial system. It is
impcssible, 1 think, even today, to say with certainty that a rate of 15 pence
or 17 pence might not have proved better in the general interest of the country
than the rate of 16 pence ; but the rate actually adopted hasbeen a success, and
it is in my opinion an idle speculation to consider what might have been the
effect of a penny more or a penny less. As to the suggestion that the rate
might have been raised to one shilling and nine pence or two shillings, I must
~onfess my astonishment that my Hon’ble Colleague has not realised the inevit-
able and disastrous upsettal of all financial stability which such an exaggerated

change would have caused.

f‘i note with a certain amount of satisfaction that my Hon'ble Colleague
who comes from Bombay admits that the excise-dues on cotton goods ¢ are
really paid by the consumers.” This is in my opinion the fact, and I sincerely
trust that he will succeed in persuading his friends in the Bombay Presidency
that he and [ are correct on this point.

“ My Hon’ble Colleague devotesa considerable portion of his speech to what
he considers to be the serious burden inflicted on the population by the existence



St? FINANCIAL STATEMENT.
[3oTH MARCH, 1904.) [Sir Edward Law ; the President.)

of the Government salt monopoly. Among his arguments, he observes that we
have an extensive sea-board and salt-mines, and that we can manufacture every
pound of salt that is needed ; any profitable importations from abroad are there=
fore in his opinion only possible as a result of the existing monopoly system.
May I remind him that the existence of gold mines in the middle of the Sahara
Desert would be of little value to any one, although gold is much easier to
transport than salt. The whole economic question in considering the value of
resources is dependent on the possibility of cheap transport to centres of con-
sumption, and although there is doubtless plenty of salt in India it is not always
possible to deliver it to Indian centres of- consumption at the same cost for
transport as is incurred in the delivery of salt from distant, but, as regards this
all-important question of cost of carriage, more convenient sources of supply.

“ My Hon'ble Colleague has followed his usual habit in exhausting the
vocabulary of adjectives in describing in fanciful language the impoverishment
of the country and the abject destitution of the raiyat population. When
he takes his seat at this Council table he unconsciously perhaps adopts
the role and demeanour of the habitual mourner, and his sad wails and
lamentations at the delinquencies of Government are as piteous as long
practice and training can make them; but | have r-ason to believe that
outside these precincts the Hon'ble Member's moods are sometimes in a lighter
vein, and we may therefore perhaps hope that his jeremiads do not seriously
indicate a feeling of such utter despair as they tend to produce in those to
whom he addresses them. There is nothing more distressin. than the mental
-attitude of the mourner who refuses to be comforted.”

HisExcellency THE PRESIDENT said :—“l do not propose to say much about
the figures of the Budget. They speak for themselves. Hon'ble Members have
found no complaint to make ; and nearly every speech to which we have listened
has been in the nature of a beatitude. In my remarks I propose to look rather.at
the Budget as the culminating point for the moment in an era of recuperation which
has now been proceeding for five years almost without a halt, and to contrast the
position which we occupy today with that which was presented when | came to
India at the end of 1898. My predecessor had to fight—and he fought with
great courage and cool-headedness —against many drawbacks, famine, pestilence,
carthquake, and war. Recurrent deficits appeared in the Budget. The exchange
value of the rupee touched its lowest point, only a fraction over 1s. in 1895,
In the summer of 1898 it was proposed to borrow 20 millions sterling in order to
strengthen exchange. The year 1898-gg witnessed the turn of the tide and thg
first of a series of surpluses that have never since failed us. But even then ex-
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change was an uncertain quantity, and we had no guarantee that the pendulum
would not swing back. It was in the summer of 1899 that Sir Henry Fowler's
Committee reported, and in Scptember of that year we introduced and passed
the legislation at Simla which gave us a gold standard in India, and started our
present currency system on its way. Nearly five years have gone by, and we
have almost forgotten the anxieties of those days. We have secured practical
fixity of exchange at the rate of 16d. to the rupee. The lowest point touched
has been 1s. 34]d. in July 1901, and the highest 1s. 4,%d. in January 190o: but
the ordinary fluctuations hgve been within much narrower limits. This has been
the first and most beneficial result of the change, Hon'ble Members will recollect
that another of the Committee's proposals was the creation of a Gold Reserve
Fund from the profits of Indian coinage. It was reserved for Sir Edward Law to
put that plan into execution in 1goo. We began with 3 millions in the first year :
but we now have nearly 6} millions invested in Consols and other gold securities in
England, and bringing in an interest of £166,000 per annum. Before many years
have passed | anticipate that this reserve will have reached the figure of 10 millions
sterling, which will be sufficient for our purpose, and will give us a permanent
guarantee for stability of exchange. The fund is valuable to my mind from
another point of view. Constituted as it is from the profits on coinage, it points
to a steadily-growing demand for currency, and, therefore, to an increase in the
industrial activity and prosperity of the country. While | am speaking of our
reserves, | must also not lose sight of our Currency Reserve, which, though it
exists for a different purpose, vss., to secure the stability of our note circulation
and tc provide tor a demand for gold as distinguished from rupees, is yet an
important buttress to our financial position. This fund now contains upwards of

104 millions sterling in gold.

‘““But it is in my power to point to other and more direct symptoms of pro-
gress in a comparison of our present Budget with its predecessors. Ourrevenue
has risen from 68} millions in 1899 to 83 millions in 1904, and this notwithstand-
ing one very severe year of famine and in parts of India two years, as well as the
continued prevalence of plague. Nevertheless, whatever hcad of revenue you
examine, you will find the same marks of growth. The only heads under which
there is a decrease in the present year are those of Salt and Assessed Taxes, and
that only because of our reduction of taxation a year ago. For five years we
have had a succession of surpluses, amounting to an average of 3 millions ster-
ling per annum. Last year we gave to India the first remission of taxation that
she has enjoyed for 20 years. We sacrificed thereby about £1,400,000 annually
in respect of the Salt Tax and the Income Tax: but we gave to the people what
in my judgment was their due, and we so arranged our remissions as to bring
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relief as far as possible to those classes that best deserved it. If our resources
continue to expand, I should like to look forward to a day when we may proceed
even further. It would, perhaps, be too much good luck for one Viceroy to give
two considerable reductions of taxation in his time. Butif I am not so fortu-
nate, then I shall hope to bequeath the opportunity to my successor.

“ Another evidence of our improving credit has been the figures at which
we have been able to issue our rupee paper loans for Public Works expendi-
ture. In 1goo the average rate was just over 94 rupees; last year it was a
fraction over 98 Rs. 1 a. The Bank rate has flever exceeded 8 per cent.

nor fallen below 3 per cent. During the past year it has not exceeded 7 per
cent.

“During the quinquennium our total debt, both here and in England, has
been increased by less than 16 millions. But against this must be set an expen-
diture on capital account of nearly 2o millions on Railways and 22 millions on
Irrigation, the increased revenue from which more than repays the interest on
the capital outlay. As regards Railways and I[rrigation, let me analyse a little
more closely. At the end of this year 27,150 miles of railroad will be open, or
an increase of 4,650 miles in my time—the largest total that has yet been
recorded. But a more important feature still is that having for the first time
obtained a surplus from' our Railwaysin 1893-1900—a modest bantling of
£76,000—our net Railway revenue has now risen to £855,000—a most healthy
adult—or an average surplus of £466,000 in cach of the five years.

"“In the same period the average net revenue from Irrigation has' been
£823,000. Thus on the two accounts we obtain an annual surplus of 1} millions
sterling. In fact, we have now secured the whole of our Indian railvays and
canals for nothing, and instead of costing us money they have become a steady.
source of income to the State. These figures might, I think, encourage us o0
borrow with even greater confidence in the future,

“From a calculation that has been made for me I further learn that the-nei .
imports of gold and silver into India, which between the years 1894-1899
amounted to 25 millions sterling, have risen to over 46 millions sterling in the
succeeding five years. I do not say that I regard this influx of the precious
metals with unqualified satisfaction. For I often wonder what becomes of it all,
how much of it goes below the ground, and how much is left above, and ‘what
proportion is reproductive. But when I read the familiar jeremiads about the
alleged drain of capital away from India, it is at least open to me to remark
that there is also a great.deal coming in, and the drain always seems to me to
resemble a flow at one end of a pipe which is perpetually being replenished at
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the other. Again, I do not see how it is possible to overlook the enormous
increase in Savings Banks deposits in India. In India these have risen from less
than 1 million sterling in 1870 to over 7} millions sterling in 1903, out of which
Sths are owned by natives. Within the same period the private deposits in the
Presidency, Exchange, and other Private Banks have risen from £6,600,000 to
£38,500,000; and the quantity of Government paper held by natives has risen
from 134 millions to 33} millions sterling.

“Is it not time, therefore, that instead of repeating hypothetical figures and
calculations that have been exposed until exposure has become tedious, our
critics should recognize the fact that India is, on the contrary, exhibiting
every mark of robust vitality and prosperity? These gentlemen remind me
rather of an amiable eccentric whom I knew at school, and who always put
up his umbrella and insisted that it was raining when the sun shone. In my
view there are few, even among the most advanced countries of the world,
that would not welcome an economic position as sound as that which India now
enjoys. There are, no doubt, calls coming upon us urgent, incessant, and irresisti-
ble; for, as I shall presently show, we are raising the administrative standard
all round; and administrative efficiency is merely another word for financial
outlay. But so far as I can forecast, we shall be able to meet these calls withou
any addition to the burdens of the people: and if I were to leave India
tomorrow, I should yet be proud of the good fortune that had enabled me to
indulge in the brief analysis of our financial position which I have undertaken

this afternoon.

* There are two other items in the Budget to which I desire to refer, and
they are both aspects of the same question, vss., our attitude to Local Govern-
ments. ‘One thcory I hope that we have effectively killed ; and that is the old
idea that Local Governments are stinted by the Supreme Government when
money is forthcoming. Year by year we have subsidised them for the many
calls, administrative and otherwise, that are made upon their purses, and there
is not a Governor or a Lieutenant-Governor in India from whom I have not
received frequent expressions of gratitude. In the present Budget our bounty
has reached its maximum ; for in addition to the 1} crores or 1 million sterling,
which has been given to four of the Local Governments to start their new
settlements, and the 4o lakhs which we have supplied for education, we have
given them 13} lakhs for the increase of minor establishments, and 87 lakhs
for such purposes as the Calcutta improvement scheme in Bengal, the Simla
improvement scheme in the Punjab, and important public works in other
provinces. Finally, [ had been so much struck in my various tours by the
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degree to which local institutions, such as hospitals, muscums, libraries, public
parks, and the like, have been starved or cold-shouldered for more urgent needs
that 1 persuaded Sir E. Law to give a grant aggregating 22 lakhs for these
purposes, carefully framed lists having been submitted to me by the various
Heads of Administrations. These are just the sort of object that ought, in my
view, to profit when funds are available : for they represent the less material and
more cultured aspects of the national life. The Hon'ble Dr. Bhandarkar seemed
to think that Bombay and other parts of India had been neglected in this respect,
-and that Calcutta, from its proximity to the Government of India, had alone got
its fingers into the national purse. I think that he must have overlooked the
items to which I have referred. We have endeavoured to give proportionate
treatment to every province: although the fact that Calcutta is an Imperial as
well as a provincial capital, necessarily enhances its claim.

The second subject is the new Provincial Settlements, which have been
explained in considerable detail both by Sir Edward Law and by Mr. Baker. 1
alluded last year to the hope that we were on the eve of a noteworthy change in
this respect—no less than the substitution of a permanent, or relatively permanent,
settlement for the present five years plan. The latter has existed for a quarter
of a century. It was better than the system that preceded it, but it admitted
of much improvement. It was not an economical plan, because it encouraged
extravagance in the concluding years of each term, and it was not a satisfactory
plan, because it led to a rather unseemly squabble with the Supreme Govern-
ment at the end. The better method was clearly to give to local Governments
a permanent instead of a temporary interest in the revenue and expenditure
under their control, subject to certain broad principles in fixing the provincial
assignments. This we have succeeded in doing in the cases of Madras, Bengal,
the United Provinces, and Assam, and have thereby laid the foundations of a

financial autonomy that, I hope, will steadily develope and will enable the Local
Governments in the future to undertake enterprises from which they are
now debarred. [ mention the matter here, both because of its intrinsig
importance, and because I agree with the Lieutenant-Governor in thinking that
it furnishes a conclusive answer to those who are always accusing the
Government of India of undue centralisation. 1 would point out that
efficiency of administrative control is not centralisation, though it is often
mistaken for it. Centralisation is the absorption by a central body of powers
or privileges hitherto enjoyed, or capable, if created, of being exercised, by
subordinate bodies. [ acknowledge no such tendency. We have kept Local
Governments up to the mark, because 1 do not believe in lax ar sluggish controk
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or in the abdication of powers which have been provided for special objects.
But if an occasion has anywhere arisen where it was possible to devolve or
depute powers, we have gladly taken it, and these ncw scttlements constitute, in
my view, the most important step in the nature of decentralisation that has heen
adopted for many years, and will, I hope, be the forerunner of others in the

future.

“Five years ago at this table I spoke of a category of questions which I
hoped to take up and press to solution in my time. Two years later I indicated
the progress that we had then made. 1 have not the time, and there is no
present need to complete the review now. But a few remarks may be made
distinguishing between those that have been more or less disposed of, and those
that will occupy us during the forthcoming year. Of course, the task would not
then be complete. There is no standing still in administration, and no admini-
strator can mark the point at which his work is done. New spirits start up as
soon as old ones are laid : and the horizon lengthens out as we proceed. I think,
however, that it is possible to frame a category of cases in which we have either
definitely carried our object or reached such a point that continuity is assured.
The first of these I desire to detach for special consideration in a few moments.
It is Frontier Policy. I have already dealt with the second, and third, and fourth,
namely, Currency Reform, Provincial Settlements, and Reduction of taxation.
A few days ago I was explaining what we had been able to do in respect of
the preservation of antiquities and Archzological reform; and there the lines
have been laid down from which no departure should now be possible.
The same applies to the changes in the Leave Rules, that were designed to
prevent the frequency of official transfers, and to the reduction of Reports.
I have lately had conducted a special examination of every report that reaches
the Government of India from whatever quarter, and I am gratified to find that
the orders about reduction have been faithfully carried out, with the result
of an immense saving of work to overburdened men, and at no sacrifice of
value or merit in the reports themselves. The reduction in the Telegraphic
rates to Europe, towhich I pledged myself in 1899, and which brought down
{he charge from 4s. to 25. 64. a word, has been so successful that we have
lately addressed the Secretary of State with a proposal for a further reduction
to as. with a corresponding reduction in the Press rate. I do not know if we
shail succeed. But I think that the result of the first experiment is distinctly
encouraging. We were prepared for a loss on the first year's working of
£67,000. It was only £33000. We estimated for a 10 per cent. increase
in the traffic. The increase amountedto 26} per cent. On the 1st of January
of the present year we carried out a further reduction in inland rates, which, [
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believe, has proved beneficial to all classes of the community. The figures of
January show that there was an increase of 25 per cent. in deferred messages
alone over the corresponding month in the previous year.

*“ Next I pass to the large category of questions connected with Education.
Our Universities Bill is now the law of the land. But I should have felt
that we had acted in a very one-sided and inconclusive manner had we
held that Educational Reform was summed up in the reconstitution of the
Universities. Our recent Educational Resolution crystallises the principles that
result from an examination of every branch of Fducational activity, and that
will, we hope, inspire our educational policy in the future. It may surprise those
Hon'ble Members at this table who sometimes hint at the Simla Conference of
1901, as though it had been a sort of Star Chamber that promulgated dark and
sinister decrees, to learn that the results of the Simla Conference, as finally
shaped after consultation with Local Governments, are embodied in the recent
Resolution, I observe in India that if people do not approve of a policy they
denounce it as reactionary. If they cannot disapprove of the official statement
of it, they describe it as a platitude. As our Educational Resolution has had the
good fortune to be so designated, 1 conclude that it has been found genera'ly
satisfactory. Perhaps, however, I may point out that so far from being a’
perfunctory statement of obvious principles, it is really the result of nearly two
years’ hard work. It summarises for the public information the position which
we have at present reached in educational progress, and it endeavours to lay down
the lines of future advance. Many important aspects of the subject, such as
Education in Ruropean Schools, Agricultural Education, Commercial Education,
Industrial and Technical Education, Examinations for Government service, as
well as the entire problem of Primary and Secondary Education in India, find
aplace init. Some of these matters we have also dealt with independently.
Our scheme far Industrial Schools and for State Technical Scholarships has
gone to Local Governments, and is before the public. I rather agree with those
Hon'ble Members who were arguing here the other day and who repeated today
that educational reform in India is mainly a matter of money. I think it is.
We have shown this by the extra grant of 40 lakhs, or nearly 270,000 a'ye.ar:
that we have now made for three years running to the Local Governments.
These grants are in addition to the ordinary Educational assignments in the
Provincial Settlements, We have also, as is known, promised a contribution of
25 lakhs to the Universities. | should like, however, to go further, and to
provide for a serious and sustained expenditure upon educational improvement
extending over a long series of years. '
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“ There is another very important group of subjects to which we have given
great attention. I allude to Economic Development, which may again be sub-
divided into Agriculture, Industries, and Commerce, Our recent Resolution on
Agriculture sums up the practical steps that have been taken for the encourages=
ment and improvement of agriculture, and for the active prosecution of scientific
research. We now have our Inspector-General of Agriculture with a staff of
scientific experts, we have the new institution at Pusa springing into being, where
research, the training of students, and experimental farming will be simultancously
taken in hand, we have strengthened the Provincial Agricultural Departments,
reorganised the Civil Veterinary Department, so as to undertake the investigation
of cattle diseases and the improvement of breeds of cattle, and created a Board
of Scientific Advice to co-ordinate the work that is being done in these and all
other branches of scientific research in India. We have centralised bacteriolo-
gical research at Kasauli and Muktesar. Then I pass to those measures that
more directly affect the economic condition of the agrarian classes. We have
‘'dealt with the system of Land Revenue Assessments in India, tracing the
historical growth of the present system and its steady modifications in the
interests of the land-owning or land-cultivating classes, and formulating reasonable
and lenient principles for observance in the future. By legislation in the United
Provinces we have endeavoured to improve the relations between landlord and
tenant. We have attacked the problem of the increasing indebtedness and
gradual expropriation of the proprietary body from many sides, by the Land
Alienation Bills in the Punjab and Bundelkund, and by the Bill to institute
Co-operative Credit Societies, which we passed in this Council last week. We
have endeavoured to provide against the break up of landed properties by legis-
lation instituting a modified system of entail in Oudh, in the Punjab, in Madras,
and in Bengal. Finally, in 1903 we gave direct benefit to the cultivators by
remissions of Land Revenue amounting to nearly 2 crores of rupces, while, in the
past five years, we have advanced between § and 6 crores to the people for the

purchase of seed and the provision of capital.

“ The Government of India have watched with anxious interest, and have
dcne all in their power to develope, the commerce and industries of this country,
some ‘of them securely established, others struggling but hopeful, others again
nascent or still in embryo. [ might refer to our legislation in the interests of
tea-gardens, and the irstitution of a tea-cess, the passing of the Mines Act, the
constitution of a Mining Department, and the issue of more liberal Mining
rules, the countervailing Sugar Duties, grants for indigo-research, the passing
of an Electricity Act, the opening up of the Jherriah coal-fields, reductions
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“in coal freights, the steady increasc in railway rolling stock, for which, as Sir
A. Arundel has mentioned in his Memorandum, no less a sum than 3 crores, or
2 millions sterling, have been set aside. We are Propésing the creation of an
Imperial Customs Service. We have also endeavoured to develope our trade
‘with adjoining countries—by the Nuskhi route with Seistan, by a Commercial
Mission which we are arranging to send to South-Eastern Persia, and by new
contracts with the British India. Company for improvements in their service
to the Persian Gulf. I am also hopeful that the Tibet Mission will result in
an improvement of trading relations with that country. We have succeeded in
-obtaining greater advantages in the new contract with the P. and O, Company.
We also have a proposal now before the Secretary of State to supersede the
Commercial Bureaq, for which we at first asked, but to which he objected, by
some larger and more powerful organisation, involving the creation of a new
Department of the Government of India for Commerce and Industry, and the
appointment of a new Member of Council for those purposes. It is to me
almost incredible that the Government of India should have got along for all
these years with functions and duties huddled together in such haphazard fashion
and thrust upon the shoulders of over-worked Departments and harassed men,
Commerce has got mixed up with Finance: Industries and Emigration have
been grouped with Revenue and Agriculture. The Post Office has been .
under one Department, and Telegraphs under another, These are only casual
illustrations. But they indicate a want' of method and co-ordination in our
system that are inconsistent either with businesslike administration or with the
progress that lies before us, 1f I can get this new Department created while
1 am at home, I shall return with greater confidence in our capacity to mect the
demands of the future,

I remarked just now that I should have something to say about Frontier
Policy. | have, | think, only spoken twice about this subject in these
Debates in six consecutive sessions. It is perhaps scarcely realised in this
country that the Foreign Department, which is under the direct charge of the
Viceroy, is the most laborious of alll But it pursues its pathina sileng_:e
which 1 should be the last to regret, and which is only broken by thé storm
of criticism that bursts forth when there is an outbreak of trans-frontier war,
It is not without some feeling of congratulation that I look back upon five
years, unmarked by a single expedition on the entire North-West Frontiet, unless
the brief military sallies that were undertaken in order to close the Mahsud
Waziri Blockade can be so described. This is the first time that such a claim
could be made for a quarter of a century. In the petty operations that have
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taken place on a fronticr over 1,200 miles in length, only 42 of our men have
been killed during that time; 67 more lost their lives in the course of the
Mahsud Blockade. But I should be reluctant to measure results by lives
alone, or even by money alone, although the economies that have resulted both
from withdrawal of troops and from absence of fighting have been very great.
1 would prefer to look at the spirit of increasing harmony and contentment
among the tribes and at the relations that are growing up along the entire

border.

At the end of 1898 the embers of the Tirah conflagration were only just
cooling down. New agreements had not yet been entered into with the tribes,
Large garrisons of British troops were cantoned in posts far beyond the frontier,
at Chitral, at Lundi Kotal, and in the Tochi; great schemes for costly fortifications
were on foot, and we seemed likely once more to tread the vicious circle that has
beguiled us so often before. My Councillors and I set ourselves not so much to
prevent future war by preparing for it as to produce peace by creating the
requisite conditions. Our policy was summed up in these principles; with-
drawal of British forces from advanced positions, employment of tribal forces in
the defence of tribal country, concentration of British forces in British territory
behind them, as a safeguard and a support, improvement of communications in
the rear. A necessary condition of the successful execution of this policy
was the creation of 2 new administration on the frontier, especially equippedl
for the purpose, and invested with a more direct responsibility than a Local
Government of the old type. Perhaps those who are so severely denouncing
the Government of India as a province-maker just now might cast their
eyes back to the events of three years ago. We were scarcely less attacked
in some quarters for the creation of the Frontier Province then. But
who would now go back from it, or who would dispute that Frontier affairs are
conducted under it with infinitely superior despatch, with greater smooth-
ness, and so far with better results, than under the former system?

“Let me now ask Hon'ble Members to accompany me on a brief tour
round the North-West Frontier from Gilgit to Beluchistan, so that they
may see in each case how we stand. We have withdrawn all regular troops
from Gilgit, which is exclusively garmrisoned, along with its subordinate posts,
by Kashmir Imperial Service Troops. If we pursue our way westwards
towards Chitral, we come to Mastuj, which is the head-quarters of a corps
of Chitrali irregulars, or scouts, whom we are training up for the defence
against invasion of the many defensible positions in their nasrow and rugged
ravines. Chitral itself is a point upon which Ilook with some satisfaction.
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Before 1 came out to India I was one of the foremost combatants in the
movement to retain that place within our political and strategical bound-
ary. | We won the day in England, though only by the accident of Lord
Rosebery’s Government being turned out at the critical moment. However,
even when 1 arrived here I remember being warned that Chitral was the
point of danger, that the line of communication between Dir and Chitral was
one of extreme tenuity and risk, and that if the connection gradually faded
into nothing, no one would be the worse. I, on the contrary, declared my fervent
intention to maintain this connection, as absolutely essential to our scheme of
frontier defence, and my conviction that it could be done, I will not say with-
out risk, but with success. Since that time we have five times marched our
reliefs up and down the Dir Road—quite the most fanatical corner of the
mountain border—without a shot being fired. Our troops have been concen-
trated at the extreme southern end of the Chitral country at Drosh, and the
force has been reduced by one-third : while the posts vacated and all outlying
posts are now held by levies raised for the purpose from the Chitralis
themselves. The young Mehtar of Chitral has three times been down to
see me in India, and if anyone were to propose a British withdrawa)
from. Chitral, I know very well from whom the first protest would come,
Further, we have just connected Chitral by telegraph with Gilgit. Continuing
southwards, I find that in Dir and Swat we had a garrison, in 1899, of

2,550 men. I withdrew the Khar Movable Column in 1903, and our troops, who
are now concentrated at Chakdarra, where is the bridge over the Swat River
and the starting point of the Dir-Chitral road, at the Malakand and at
Dargai, have been reduced by more than one-half, the outlying posts being , held
by levies from Dir and Swat. The Chiefs of Dir and Nawagai have twice
visited me in India, and they in common with all the border chieftains from
Hunza to Swat, were included among our guests at the Delhi Durbar. We have
fortified the Malakand, and connected Dargai by a narrow-gauge line with
Nowshera on the Peshawar Railway, the Kabul river being bridged at Nowshera
for the purpose. We are, therefore, in an immeasurably stronger position ‘to
meet any sudden or fanatical outbreak in those parts. The elements of unrest
are always there, and we shall probably some day have trouble again. ‘hut for
the moment the omens are favourable : and trade, which has sprung wp in a
surprising manner, is a great pacificator. Then [ come to the Khyber, where
in 18y9 we had a British garrison of 3,700 men. The whole of these have
long ago been withdrawn: and the Khyber Rifles, raised from the Pass Afridis
and neighbouring tribes, which had dwindled to a total of 800 after the campaign,
have now been reorganised into two battalions officered by Englishmen. With
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them we hold the entire Pass with its connected posts and fortifications. These
we rebuilt at an outlay of § lakhs, instead of the 15 which had been estimated for
in 1898, We have also made, by agreement with the tribes and by tribal labour,
the alternative route from Peshawar to Lundi Kotal through the Mullagori
country, that was so vainly pressed for 15 years ago, and have connected
Peshawar by the broad gauge with Jamrud. We have opened the route
through the Kohat Pass from Peshawar to Kohat by arrangement with the
tribes: and Kohat has been connected with the Indian railway system
at Kushalgarh by a 2’ 6" line, which as soon as we have completed the new
bridge over the Indus at Kushalgarh, will be converted into broad gavge. Con-
tinuing southwards we have created a body from the Orakzais and neighbouring
tribes called the Samana Rifles, nearly §o0 strong, who have already taken over
nearly the whole of the posts upon and below the Samana that were held by
regulars five years ago. Our own forces there, which were 1,700 strong, have
now been reduced to 600, and will, I expect before long, be altogether withdrawn.
Simultaneously we have created a flank support to this position by running
the railway from Kohat to Thal at the mouth of the Kurram Valley. From
this the regulars have been altogether withdrawn, and the two battalions of the
Kurram Militia 1,400 strong, organised on the same lines as the Khyber Rifles
and commanded by British Officers, are its sole garrison. In the troubled
mountain region between the head of the Kurram and Waziristan we have also
settled our border disputes by friendly arrangements with the Amir. Then we
come to Waziristan. Here we have cleared out, at the second attempt, the nest
of murderous outlaws who had created an Alsatia at Gumatti near Bannu, We
have made agreements with the tribes for the opening up of the turbulent
corner between Thal and the Tochi, and we have thus been able to proceed at
leisure with our policy of conciliation and concentration in the Waziri country.
-There we were delayed for a long time by the turbulent contumacy of the
Mahsuds ; and the militia experiment, which we had introduced, also pro-
ce2ded somewhat evenly. The blockade, however vigorously and unremittingly
pursued, and followed by a series of sharpand unexpected punitive counter-raids
into the Mahsud valleys, brought the tribe to reason, and matters are now
proceeding so evenly that we have recently raised the North Waziristan «
Militia, which holds the line of the Tochi, to a strength of 1,300 men, and the
South Waziristan Militia, which holds the line of the Gomal, to a strength of 1,450.
In 1899 the British garrisons of these two valleys numbered 4,000. Before next
cold weather the whole of these will have been withdrawn. Waziristan wi]l
for some years to come be a section of the frontier that will require careful
watching. But the consciousness of the tribes that they are trusted to bear
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arms_in defence of their country, the security of good employment and regular
pay, the tranqmlhsmg mﬂuence of improved communications and the knowledge
that we want to live at peace with them, rather than at war, are all agencies
on the right side. The w1thdra.wal of the garrisons that I have named has been
balanced by the concentratmn of the requisite supporlmg columns at Kohat and
Bannu, and the mlhtary garrisons in these two Districts number 4,200 and
3,700, respectwely. Slmllarly, the Gomal is supported Irorn Dera Ismail Khan
with a gamson of 3,000. Thus’ aJong the entire sltetqh of frontier which I
have been deﬁcrlbmg the s:tuatlon is complctely revolptlomsed since 1899. 1If
we regard the case from the point of view of British troops, there are now only
5,000 AacCross the administrative border of British India as against 10,200, and
these will be further reduced before long, but the supportmg garrisons
within our border have been increased from ssooo to 24,000 and have been
streng‘thened by railway connections which were not then in existence. On
the tribal side we have called into existence a body of men representing three
grades of organisation—Levies over 1,000 strong, Border Military Police
over 3000 Border Militia 5,800 The experiment may still be said to be,
if’ not in its infancy, at any rate .in its chlidhood and [ will not 1ndulge in
premature laudation. 'But five yearsisa long time on the frontier, and every
year gained there is worth two elsewhere. This part of India may not be much
interested in what is passmg so far away. But I am speaking today through

this representatwe assembly to a wider audnence, and I am venturing to inform
the entire country how its defences stand

“1. have not much time to pursue my course. southwards and westwards
through Beluchistan towards the Persian frontier. But | may. mention in a
sentence that we have done much to consolidate our, position. there, . We have,
taken Nuskhi on perpetual lease from the Khan of Kelat: we are constructing
the Quex¢a-Nuskhi railway and shall finish it. next year; we have built up
and popularised the Nuskhi-Seistan trade raute, and: have planted our officers’
in Seistan and on the Eastern borders of Persia in sufﬁctent number. to watch.
over our interests and to re31st hostile designs. Fi nally we are consolidating our
position in Mekran. Perhaps, however, the measure of . the frontier security
which we have enjoyed can best be estimated by the ease and safety with' which
we have been able during the past five years to find .troops. for. service else-
where, in South Africa, China, and Somaliland..” At one time our Indian Army
was short, in the interest of these Imperial campaiguos, for ,which of course the
Home Government paid, by: over 31,000 men.. Increased security here has.
therefore meant increased power of assistance glsewhere.,,



FINANCIAL STATEMENT. 555
[30TH MARCH, 1904.] [(The President.]

“ About Foreign Affairs in their wider application [ do not propose to say
much. I spoke last year about the increasing range of our responsibilitics in Asia,
and a good deal has happened in the interim to point those remarks. My
own view of India’s position is this. She is like a fortress with the vast moat
of the sea on two of her faces, and with mountains for her walls on the re-
mainder. But beyond those walls, which are sometimes of by no means insuper.
able height and admit of being easily penctrated, extends a glacis of varying
breadth and dimensions. We do not want to occupy it, but we also cannot
afford to see it occupied by our foes. We are quite content to let it remain in
the hands of our allies and friends : but ifrival and unfriendly influences creep
up to it, and lodge themselves right under our walls, we are compelled to inter-
vene, because a danger would thereby grow up that might one day menace
our security. This is the secret of the whole position in Arabia, Persia,
Afghanistan, Tibet, and as far eastwards as Siam. He would be a short-sighted
commander who merely manned his ramparts in India and did not look out
beyond; and the whole of our policy during the past five years has been directed
towards maintaining our predominant influence and to preventing the expansion
of hostile agencies on this area which I have described. It was for this reason
that I visited that old field of British energy and influence in the Persian Gulf :
and this also is in part the explanation of our movement into Tibet at the present
time: although the attitude of the Tibetan Government, its persistent disregard
of Treaty obligations, and its contemptuous retort to our extreme patience,
would in any case have compelled a |more active vindication of our interests.
I should have thought that the record that I have quoted on the N orth-
West Frontier would have saved me from the charge of a dangerous or
impulsive policy on any part of the Indian frontier. I have had no desire to push
on anywhere, and the history of the past five years has been one, not of aggres-
sion but of consolidation and restraint. It is enough for me to guard what we
have without hankering for more. But I would suffer any imputation sooner
than be an unfaithful sentinel at my post, or allow the future peace of this
country to be compromised by encroachments from the outside as to whose mean-
ing there cannot be any question. If the Tibetan Governmert s wise it will
realise rhat the interests of Indian defence and the friendship of the Indian
Government are entirely compatible with the continued independence and
autonomy of Tibet, so far as these may be said at present to exist. { . it should
also realise that they are incompatible with the predominance ! any o her
foreign influence, carrying with it insecurity on our frontier and .uding 7 (ui-
tously to our cares.

“ It seems a natural transition from the objects at which we aim ir our Frontier
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and Forcign Poicy to the means that we possess for securing them, and 1 pass
. therefore to the question of our Military Estimates. The military expenditure
is going up.  Year after year I have foretold it at this table. But it is not going
up at so high arate as in foreign countries: and it is not going up at a higher
rate than our necessities demand. 1 am well aware of the cry that is always
raised against military expenditure anywhere, and I yield to no man in my
desire to secure to the peaceful millions their due share in the improving pros-
perity of the country. .We are giving it to them in no small measure. But
their tranquil enjoyment of what we give is in itself dependent upon the
guarantees that we can provide for its uninterrupted continuance, and he would
be a faithless guardian of the interests of the people who shuts his eyes to what
is passing without in the contented contemplation of what is going on within.
The matter could not have been better put than it was in the terse and effective
remarks of the Hon'ble Sir Edmond Elles. We are fortunate in possessing as
Commander-in-Chief the first soldier in the Rritish Army. He comes to us
here with his unrivalled experience and energy. He is addressing himself to
the problem of providing India with the army that she needs, and of equipping
and distributing that army in the manner best adapted to secure the defence
of the country. For this purpose the army must be efficient, not in units alone,
but as a whole, and not efficient alone, but as highly efficient as it is possible
to make it: it must possessthe latest armament: it must be adequately
officered : its superior officers must be scientifically trained: it must be as
far as possible self-supporting in its ammunition, its weapons, and its stores:
its subordinate establishments must be not less effective than the
fighting front : and the maximum available force must be capable
of being directed to the vulnerable point at the moment of danger,
All of these points are engaging the attention of the Commander-in-
Chief and the Military Member, and 1 venture to say that their
efforts, supplementing those of the two eminent Commanders who have
preceded them and who alas have both passed away, are steadily placing
the Indian Army more and more in a position to play its part shoald
the occasion arise. [ saw the other day a criticism in a well-informed quarter
which said, Why does not the Viceroy, instead of spending money upon Internal
reform, turn his attention to adding British officers to the sadly under-officered
Indian Army ? The critic was right in his ideas, but he was wrong in his facts.
The Viceroy to whom he alluded had not forgotten this elementary need : and
during his term of office he can point to the fact that no fewer than 484 British
officers have been so added. This is only one of many conspicuous needs that
we have filled. Were I to attempt to recapitulate either what has already

»
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been done or what is in the mind of the present Commander-in-Chief I might
detain this Council long. Many of these schemes are alluded to in the
memorandum of the Hon'ble Military Member. To me it will always be a
gratification to think that I have assisted in measures for providing India with
the factories at Ishapore, Cossipore, Jubbulpore, and Wellington, that will
practically render her independent of external supplies in guns, rifles, and
gunpowder, for raising the reserves of our splendid Native Army by 100
per cent.,, for equipping the entire army with the latest weapon, and for
providing out of our surplus resources for such cardinal needs as coast and
other defences. We live in days when even the strong man cannot leave
his castle undefended; and when our international rivals are closing in around
us with intentions which he who runs may read. I am also glad to have been
instrumental in relieving the hardships and reducing the risks of the British
soldier's life in India, by providing an electric-punkah installation in all our
largest barracks, the cost of which will figure in our Budgets for some years

to come.

“In the forthcoming year there are many objects which I look to push
forward, before I can contentedly lay down my task. Three of these are on
a footing of almost equal importance. We have already done a good deal during
the past few years to bring our Railway Administration into closer touch both
with the commercial community and with the public at large. But we have
not yet reached the final stage. Mr. Robertson’s Report was placed in our
hands last year; and it embraced so many aspects of reform, bringing in both
the Secretary of State, the Government of India, and the Companies, and raising
such large questions both of administration and finance, that we could not deal
with it rashly or hurriedly. Our views went home to the Secretary of State at
the close of last year, and are now being considered by him. They involve an
entire reconstitution of our administrative machinery, and an attempt to
manage our railways in future on less strictly departmental lines. The object
that we have in view can only be attained by the surrender of considerable
powers-by existing authorities to any new authority that may be constituted :
and this is not a matter that can be easily or speedily concluded. I am hopeful,
however that a decision may be given in the course of the forthcoming summer,
and that this most important project may be duly launched.

. “ Irrigation is also one of the works of the coming summer. Our sympathies
with an expanded irrigation programme have been sufficiently shown by the
increased grants that we have given for construction in each year since | came to
India. Next year they touch the unprecedented total of 1} crores. People
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sometimes talk as though practically unlimited sums could be spent upon irri-
gation with little or no trouble. They could perhaps be spent, if experiments
were rashly made in every direction, and if there were no objection to flinging
money away. No science, however, demands for its practice more careful
forethought and planning or more trained supervision. An untrained or inade-
quate establishment cannot suddenly begin to spend lakhs on tanks and canals.
There is no analogy in this respect between irrigation and railways : for private
enterprise is ready to help us with the latter, and the question is only one of
terms, With irrigation the case is so different that whereas in the last two
years we have given 2 crores to Local Governments, they could only manage
to spend in 19032, 85 lakhs, and in 1903, 81 lakhs. This summer, however,
we hope to address ourselves to an exhaustive examination of all the nu-
merous projects that were worked out by the recent Irrigation Commission
for the whole of India. Great expenditure will be required, and much of
it will be unproductive in the technical sense of the term. But protection
from drought rather than acquisition of revenue is our object: and I venture to
think that we shall have it in our power to initiate a comprehensive and far-
reaching policy that will do more good to the cultivating classes than any Bills
that we can pass in this Council, or any remissions of taxatién that the Finance
Member might announce in the Budget.

“ The third question is Police Reform, 1 should have been glad had we
been able to make public our proposals upon the report of the Commission with-
out delay. But the Secretary of State desires to see the views of Local Govern-
ments upon them before he comes to a final decision, and this must inevitably
occupy some time. No one need imagine that the matter is being burked- or
shelved. But it is of such supreme importance that undue haste would merely
prejudice the ultimate solution. [ am impressed with the remarks that fell from
the Hon'ble Mr. Adamson about the Police in Burma. 1 am aware of the.
condition of. affairs that he has described, and I will look into his request that
we should consider it independently of the general reforms which we hope to
introduce. : ‘

“ There are two other subjects to which His Highness the Agha Khan has
alluded in his excellent and patriotic spegch, and which have been ‘for some
time under my consideration. The first is the contributions made by the Indian
Princes in the shape of Imperial Service Troops and otherwise to the cause of
Imperial Defence. There are anomalies and inequalities in the present system
which must strike the eye of any observer: and I contemplate, when I come
back to India, taking the Chiefs into consultation on the matter. " The second



FINANCIAL STATEMENT. 559
[30TH MARCH, 1904.] [Zhe President.)

is the future of the young officers in the Imperial Cadet Corps. I hope to arrive
at definite conclusions on the matter before I leave for England a month hence,
In the meantime let me assure the Aga Khan that there is nothing in my view
wild or visionary in the ideas that have occurred to him. To what degree they
may be practicable I cannot at present say. But they appear to me to be
eminently deserving of consideration.

“ There are other matters which we have in view, such as legislation for the
better protection of game in India, a most difficult subject upon which we have
for long been engaged, and many other items of administrative reform. 1 will
not weary the Council with these. But as regards administrative reform in
general, I should like to add a remark. When I came out to India every public
body or society without exception that addressed me urged me to pursue a policy
of administrative reform. Spare us, they said, adventure on the North-West
Frontier, extend railways and irrigation, give us a sound currency, develope
the internal resources of the country, promote educational and industrial advancee
ment, manage plague and famine with a due regard to the feelings of the com-
munity, free the Government machinery from the many impediments to its
proper working. I took these authorities at their word, and I have ever since
pursued administrative reform, though not, I hope, to the exclusion of other
and equally important objects, with an ardour that has never slackened. I have
done so, because I think that these advisers were right. Efficiency of adminis-
tration is, in my view, a synonym for the contentment of the governed. It is
the one means of affecting the people in their homes, and of adding, only an atom
perhaps, but still an atom, to the happiness of the masses. 1 say in no spirit of
priae, but as a statement of fact, that reform has been carried through every branch
and department of the administration, that abuses have been swept away,
anomalies remedied, the pace quickened, and standards raised. It has not
always been a popular policy ; but if I am at liberty to say so, it has been
whole-hearted and sincere. And yet what criticism is now more familiar to me
than that no one in India desires administrative reform at all, and that the only
benefactor of the people is he who gives them political concessions ? Those are
wot my views. | sympathise most deeply with the aspirations of the Indians
towards greater national unity and with their desire to play a part in the public
life of the country. But I do not think that the salvation of India is to be
sought on the field of politics at the present stage of her development, and
it is not my conception of statesmanship to earn a cheap applause by offering so-
called boons, for which the country is not ready, and for which my successors, and
not I, would have to pay the price. The country and its educated classes are, in
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my view, making a steady advance on the path of _intellectual and moral
progress, and they have every reason to be proud of what they have achieved.
That progress will be continued, so long as they listen to the wise voices among
their own leaders: but it will be imperilled and thrown back if it is

associated with a perpetual clamour for constitutional change, and with an
unreasoning abuse of those who do not grant it.

“The charge, however, that we give an inadequate representation to the
ability of the country in our Government is one, that, though frequently
repeated, has always seemed to me so iallacious that I have made a special
attempt . to analyse it; and I will conclude my speech by presenting to this
Council the results of an investigation which I have had conducted into every
branch of the administration, and which is so interesting, and I think to many

people will be so surprising in its results, that I propose to publish it on behalf
of Government,

“Let me begin by stating what I conceive to be the general principles
that regulate the situation. They are two in number. The first is that the
highest ranks of civil employment in India, those in the Imperial Civil Service,
though open to such Indians as can proceed to England and pass the requisite
tests, must, nevertheless, as a general rule be held by Englishmen, for the reason
that they possess, partly by heredity, partly by up-bringing, and partly by edu-
cition, the knowledge of the principles of Government, the habits of mind, and
the vigour of character, which are essential for the task, and that, the rule of India
being a British rule, and any other rule being in the circumstances of the case
impossible, the tone and standard should be set by those who have created and
are responsible for it. The second principle is that outside this corps d'éiite
we shall, as far as possible and as the improving standards of education and
morals permit, employ the inhabitants of the country, both because our genera]
policy is to restrict rather than to extend European agency, and because it is
desirable to enlist the best native intelligence and character in the service of the
State. This principle is qualified only by the fact that in certain special depa.n- )
ments, where scientific or technical knowledge is required, or where there is,
a call for the exercise of particular responsibility, it is necessary to m.'untam a
strong European admixture, and sometimes even a European preponderance

“ Now let me show how these principles are vindicated in practice. I will
not recapitulate the history of the case or conduct the Council through the
successive stages of Government policy and pronouncement from the Act of 1833
down to the presentday. 1 will give—what is much more eloquent—the concrete
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figures and proportions. They have been compiled for a period of 36 years, the
figures not being available before 1867.

“In 1867 the total number of Government posts in India with a salary
above Rs. 75, now equivalent to £5 a month, was 13,431. It is now 38,178:
In 1867 Europeans and Eurasians held 55 per cent. of the total; they now hold
43. Hindus held 38 per cent; they now hold §o. Muhammadans held 7 per
cent.; they now hold 8. Further, while the total number of Government appoint-
ments has thus increased by 110 per cent., the figures show that the number
of posts held by Hindus has increased by 179 per cent., by Muhammadans
129 per cent., by Eurasians 106 per cent., and by Europeans only 36 per cent.
In the proportion of total posts Indians have gained 13 per cent, Europeans
and Eurasians together have lost 13 per cent., and 12 per cent. of this loss has
been European.

‘* Next let me give the results of an examination by grades. More than half
of the appointments in India are and always have been posts on less than Rs. 300
a month. The European element in these was always small, and is now less
than 10 per cent. Of posts on Rs. 200 to Rs. 300, the native proportion has
risen from §1 per cent. to 60 per cent.; from Rs, jooto Rs. 400 from a3 per
cent. to 43 per cent.; from Rs. 400 to 500 from 21 per cent. to 40 per cent,;
from Rs. 500 to Rs. 600 from g per cent. to 35 per cent.; from Rs. 600 to
Rs. 700 from 15 per cent. to 27 per cent.; from Rs. 700 to Rs. 8oo from 5 per
cent. to 13 per cent. Thus in no single grade has the proportion of Europeans
increased, while the native increase has been continuous and striking, and has
been larger in the higher grades than in the lower. The Rs. 8oo line may be
said to mark the limit of the Provincial Service. Between Rs. 800 and
Rs. 1,000 there were, in 1867, 4 natives in Government employ; there are
now 93. Posts on Rs. 1,000 and over may be regarded as superior. In 1867,
cut of a total of 648 such appointments, 13 were [filled by natives, all Hindus,
or a percentage of 3. In 1903, out of 1,370 such appointments 41, were filled
by Hindus and 21 by Muhammadans ; the native percentage being, therefore, 7.

“If 1 take the standard of pay, I find that the aggregate pay of the total
number of posts has risen by g1 per cent. since 1867; but in the case of the
aggregate pay drawn by Europeans and Eurasians the increase is only 6 per
cent.. while for natives of India it is 191 per cent., and for Hindus 304 per
cent. The average pay of the total number of posts has fallen by Rs. 31, 0r 9
per cent., since 1867. But the average drawn by natives has risen from
Rs. 175 to Rs. 188, or a rise of 7 per cent., while that drawn by Europeans and
Eurasians has fallen by Rs. 3, or 4 per cent.
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“ Whatever standard therefore we apply, whether it be number of posts, pros
portion of posts, or averages of pay, the results are the same. There has been
a progressive increase in native employment and a progressive decline in
European employment, showing how honestly and faithfully the British Govern-
ment has fulfilled its pledges, and how hollow is the charge which we so often
hear of a ban of exclusion against the children of the soil.

“In the figures which will be published will be contained the calculations
of each decade from 1867 to the present day, so that the movement may be
traced stage by stage, and of ‘each province and each department. Summar-
ising the totals, I find, as might be expected and as 1| have said, that of the
1,370 Government servants drawing salaries higher than Rs. 1,000 a month, or
£8oo a year, 1,263 are Europeans, of the remainder 15 are Eurasians, and
92 natives. But if I take the ranks below Rs. 1,000 a month and between that
total and Rs. 75 a month, f.e., from £60 to £800 a year, then I find that out of a
total of 26,008 Government servants, only 5,205 are Europeans, while of the
remainder 5,420 are Eurasians, and the balance, or 16,283, is native.

‘It therefore appears that the British Empire employs less than 6,500 of its
own countrymen, whether brought from abroad or recruited in this country,
to rule over 230 millions of people; but that for the same: purpose it employs
21,800 of the inhabitants of the country itself. If we went below Rs. 75 a
month, the disproportion would, of course, be overwhelming. Will anyone tell
me in the face of these figures that our administration is unduly favourable to the
European or grudging to the native element? I hold, on the contrary, that it
is characterised by a liberality unexampled in the world. You may szarch
through history, and since the days of the Roman Empire, you will find no such
trust. I have endeavoured to procure from Foreign Governments the corre-
sponding figures for their foreign possessions, the Russians in Central Asia, the
Dutch in Java, the French in Algeria, in Cochin China, and Tongking. I have
‘not unfortunately been successful. But 1 have visited the majority of those
countries, and have seen what there prevails: and if anyone thinks that they
show proportions even remotely comparable with those which I have quoted I
can assure him that he is gravely mistaken. For my own part I think that the
progressive growth of confidence that is revealed by the tables which I have
quoted is honourable to the British Government and honourable to the people of
this country. It reveals a European system of Government entrusted largely to
non-European hands: what is called a subject country, though I dislike the
phrase, administered far less by the conquering Power than by its own sons ; and
beyond all it testifies to a steady growth of loyalty and integrity on the one part
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and of willing recognition of these virtues on the other, which is rich with hope
for the future,

‘I will now bring these remarks to a close. The Government of India in my
time has been involved in many controversies, and has had to bear the brunt
of much attack. Perhaps when the smoke of battle has blown aside, it may
be found that from this period of stress and labour has emerged an India better
cquipped to face the many problems which confront her, stronger and better
guarded on her frontiers, with her agriculture, her industries, her commerce, her
education, her irrigation, her railways, her army, and her police brought up toa
higher state of efficiency, with every section of her administrative machinery in
better repair, with her credit re-established, her currency restored, the material
prosperity of her people enhanced, and their loyalty strengthened. We shall not
deserve the main credit, because we have profited by the efforts of those who
have preceded us. But perhaps we may be allowed our sharc; and may feel
that we have not toiled, and sometimes endured, in vain,”

The Council adjourned ssme die.
J. M. MACPHERSON,
CALCUTTA; } Secretary to the Government of India,
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