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CHAPTER L

1S INDIA WORTH EKEEEPING !

A sarisracTrorY reply to this question would
greatly facilitate the formation of correct and en-
lightened views upon Indian subjects. While the
British nation remains in a state of doubt as to
the value of India, it is not surprising that Par-
liament and the Press exhibit feelings of distrust
and alarm at whatever tends to bring the two
countries of India and Great Britain into closer
connection. The necessity of raising money here
for the suppression of the Indian mutiny, is
gradually arousing the mind of the country to
some appreciation of the magnitude of the respon-
sibility which the connection may yet involve ;
but the startled public is not as yet reassured by
any cheering conviction that the advantages of the
connection more than counterbalances its risks.
Hence the distrust and hesitation exhibited by our
leading statesmen in dealing with Indian finance,
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and the feverish caution with which they have
avoided any discussion of the principles which
ought to govern our financial relations with India.
It would evidently, then, clear the way for a candid
examination and settlement of these principles, if
it could be shewn that the advantages derived by
the people of the United Kingdom from their con-
nection with India, are of such importance, as to
make it our real interest and truest policy to make
great efforts, and even sacrifices to preserve them.
In proceeding to consider these advantages, there
is one most important fact, which should ever be
present to the mind of the reader, and that is, that
these advantages, be they great or small, have cost
the nation nothing to acquire. This may sound as a
startling assertion in the ears of Englishmen of this
generation, who have not yet forgottcn the heavy
bills which they have had to pay for Canada
rebellions, Caffre wars, Ceylon inswrections, and
manumission of West Indian slaves; and who are
annually reminded of the cost of governing, or
protecting our Colonies and Dependencies, by the
financial estimates submitted to Parliament ; but the
assertion, nevertheless, is strictly and literally cor-
rect. “Strange,” may we wonderingly exclaim, “that
¢ we, who have spent so much on our Colonial pos-
“ sessions, and have waged so many costly wars for
“ thankless foreigners, should have laid out no money
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“in the acquisition or improvement of our great
“ Indian empire! The thing cannot be: it is too
“ astounding for belief!” Astounding indeed it is ;
but there is something still more astonishing
behind ; for not only is it a fact that India has
been acquired without the expenditure of a single
shilling on the part of this country, butit is equally
a fact that, so far from involving outlay, India has
regularly paid to Great Britain a heavy tribute,
which there is reason for thinking has not fallen
far short of the almost incredible sum of a hundred
millions sterling in the course of the present
century !

British India, with its hundred and thirty mil-
lions of inhabitants, to traffic with industrious
manufacturing FEngland, acquired without cost,
and paying us a tribute of some millions sterling
a-year ! Here is indeed a notable advantage,
which is well worth being deeply pondered by
Englishmen, for certainly the history of the world
has nothing more extraordinary to tell us of. The
British Indian empire has been acquired, extended,
and consolidated, by means of its own resources,
and up to this hour, the British treasury has never
contributed a shilling in aid of any Indian object
whatsoever. This strangest of facts is notorious;
but the subject of the Indian tribute is little
thought of or understood by the public, and some
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explanation may be necessary, in order to make it
clearly comprehensible to those who have ncver
considered it with much attention.

Tribute is a payment made by one country to
another, in consequence of subjection. It is a
transference of a portion of the annual revenue of
the subject-country to the ruling-country, without
any material equivalent being given in exchange.
Its effect is, of course, to impoverish the one country,
and to enrich the other ; and wherever these con-
ditions are fulfilled, a tribute exists, whether the
annual payment be so styled, or not. The exaction
of a tribute from India, as a conquered country,
would sound harsh and tyrannical in English ears ;
so the real nature of the Indian contribution has
been carefully, though possibly unwittingly, con-
cealed from the British public, under the more
mnoffensive appellation of ¢ Home charges of the
“ Indian Government.”

The aggregate remittances made by the Indian
Government for the purpose of providing for the
home charges, during the seventeen years from
1834-35 to 1850-51, amounted to the vast sum of
£57,610,149, according to a return presented to
Parliament in 1852.%# Of this amount, upwards of

* House of Commons’ Report on Indian Territories, 1842.
Appendix, p. 305.
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six millions were expended for military and other
public stores transmitted to India; but with the
exception of this, and a few other unimportant
items, that country appears to have received
nothing whatever in exchange for the capital
withdrawn.* The money was cxpended here in
meeting the liabilities of the Home Government of
India for dividends on EFast India Stock ; Bond
Debt ; furlough and retired pay to the Indian mili-
tary, marine, and civil services ; cost of home esta-
blishments and buildings; payments to the army
pay office on account of Her Majesty’s troops
stationed in India ; and various other minor
charges. T A little reflection will satisfy any
candid enquirer, that this expenditure only bene-

* House of Commons' Report on Indian Territorics, 1842.
Appendix, p. 432.

t Ibid. Ap. p. 294, where the territorial payments in England
for the year 1849-50 are stated to have been as follows :—

£

Dividends to Proprictors of East India Stock............ 629,435
Interest on the Home Bond Debt..oooiiveiiiiiiinns 173,723
Expcnses connected with steam communication with

| B2 o TPV PP PP PP PSR PPPETIEY 50,543
Contribution towards contract between Her Majesty’s

Government and the Peninsular and Oriental

Company for steam communication with India

DA CHEDA voeeenteeareeancraarsasamsriarr s saeses 70,000
Transport of troops and stores.......ooovnininien. 36,118

Furlough and retired pay to military and marine
officers, including off-reckonings ..o.oiiiiennnt 614,393
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fited the inhabitants of the United Kingdom,
among whom the money was spent; but did not
benefit at all the inhabitants of India, from whose
taxation the money was provided. It was a clear
addition to the annual income of this country
obtained from the revenucs of India, and was, In

£
Payments on account of Her Majesty's troops serving
R B T b U 200,000
Retiring pay to Her Mujesty’s troops (Act 4, Geo. IV,
c. 71) including an arrear ... 75,000
Charges gencral, comprising a detailed cnumeration of
the various items of expenditurc connected with
the home administration of Indian affairs ......... 505,678
Absentee allowances to civil servants of the Indian
establiShments ..ovviiiiiiei it it rrirrenaes 32,383
Annuities of the Madras Civil Fund of 1818............ 15,388
Retired pay and pensions of the late St. Helena esta-
BLHShment ..o e rereiine e eanas 5,793
Her Majesty’s mission to the Court of Persia (portion
paid by the Company) ........c.oocoiiiiiiiiininn. 12,000
Board of Ordnance for arms, accoutrements, supplicd
to Her Majesty’s troops embarked for India ...... 14,581
£2.435,337
Depter i —

Amount received from Her Majesty’s Government on
account of expenses connected with steam com-
munication with India (which includes an arrear) 62,500

. - £2,372,837
Invoice vulue of political stores exported to India. ... 378,100

Total territorial payments, including stores...£2,750,937

—_— . .
e
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fact, a tribute paid by that country to Great Britain.
It transferred a portion of the capital of the former
to the latter country, and to that extent, impove-
rished the one, and cenriched the other. The eco-
nomical effect of this tribute is not at all altered
by the fact, that the home charges are connccted
with the government of India. That may well be
so, and yet not avail to disprove the consequences
of transferring a large portion of the Indian re-
venues to be spent in supporting the industry of
the United Kingdom.

The fifty millions of public remittances which
have just been noticed, did not, however, constitute
the whole of the tribute paid by India to this
country during the seventeen years preceding 1852,
Large private remittances were also annually made
by the English in India, during this period, for the
support of their children or relatives in this
country, and for the transference of their fortunes
to this country, with a view to their final retirement
from India. It is difficult to estimate with any
exactness, the amount of these remittances ; but
there is reason for thinking that they did not fall
much short of a million sterling. There are
grounds, indeed, for considering it to bc probable,
that the transfer of capital from India to England,
during the period of seventeen years above referred



to, by mecans of public and private remittances, did
not fall short of seventy millions sterling. 'The
amount of the Indian tribute may be approximately
cstimated by another mode of calculation. The
only way in which capital could be abstracted from
India, is by exporting bullion or produce from that
country. Inreality, India exports almost no bullion,
and makes all payments to foreign countries by
exports of produce. Now, if India has paid the
tribute above stated, if India has really lost so
much capital, this should be apparent in the
respective values of the exports and imports of
India, for the period in question. The value of the
exports, bullion included, from India to all foreign
countries, should exceed the value of the imports,
bullion included, into India from all foreign
countries, by the amount of the tribute. For if
India has exported produce of a certain value, and
imported in return commodities and bullion of a
less value, it is evident that a portion of the
cxports has been totally lost to India, and trans-
ferred, without equivalent, to some foreign country.
And this is found to have actually occuured. The
aggregate value of British Indian exports, inclusive
of treasure, for the sixteen years from 1834-35 to
1849-50, exceeded the total valuc of the imports,
treasure included, by the sum of £67,545,777, or,
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at the ratec of £4,221,611 per annum.* These
sums, then, may fauly be considered to represent
the tribute for these sixteen years, and adding that
for 1850-51, we have a total tribute of upwards
of seventy millions sterling, paid by India to Great
Britain, during the seventeen years from 1834-35 to
1850-51. If this reasoning be admitted, it will
also be cvident, that the tribute did not commence
with the year 1834-35, Dut must have grown with
the growth of our rule in India; and it will be
quite within the mark to conclude, that India
cannot have paid less than one hundred millions
sterling of tribute to this country, since the com-
mencement of the present century.

This enormous tribute, obtained without sacrifice
of any kind, is, then, one great and undeniable ad-
vantage derived by this country from its conncction
with India; but it 1s, b).r no means, the sole advan-
tage. The funded debt of the Government of
India, borrowed in India, is estimated at ncarly
sixty millions sterlingst of shich three-fifths, or
thirty-six millions, is the property of our own

* House of Commons’ Report on Indian Territories, 1842.
Tables of exports and imports between India and the United
Kingdom and foreign countries, in rupees, which have been
converted into sterling money, at the rate of 2s. for each rupee.
Appendix, pp. 341 and 342.

t Lord Stanley’s speech on Indian Loan Bill, see report in
¢ Times "’ of February 15th, 1859.
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countrymen. 'The whole, or nearly the whole, of
these thirty-six millions, consists of investments by
Europeans in India out of money made in that
country, and constitutes therefore, a clear addition
to Dritish property, gained through our connection
with India; as does also the property of our fellow
countrymen invested in India, in banks; houses;
factories; and various other ways; which probably
amounts to more than ten millions, And, in addi-
tion to DBritish investments made in India, we have,
or shortly shall have, no less than eighty-one mil-
lions* raised in this country, on account of Kast
India stock ; deposits ; bond debt ; debenture loans;
Indian railways and public works; making the
aggregate amount of Dritish capital dependent on
the preservation of our Indian empire, nearly one-
hundred and thirty millions sterling.

Another great advantage of even more impor-

* Sce Indian Loan Debate, reported in * Times ™ of February
19, 1859, from which it appears that the sum in question is made
up of the following items :—

East India Stock. £12,000,000—This is partly secured on Consols.
Deposits ......... 7,000,000
House Bond Debt 7,000,000
Debenture Loans 135,000,000
£41,000,000
Indian Railways
and Public ; 40,000,000
‘Works Capital
£81,000,000

_ .




tance than the preceding, is the vast trade carried
on by this country with India, which is increasing
with almost unparalleled rapidity. Last year,
according to the DBoard of Trade returns, India
took more of the manufactures of the United
Kingdom than any other country in the world; our
exports to India having been £16,782,515, while
those to the United States were £14,013,983, to
Australia £10,464,198, and to all other our colonies
and dependencies £12,978,281. In exchange for
these exports, we obtain from India, indigo, cotton,
oilseeds, fibres, and many other valuable products
suited to our wants, and of the highest import-
ance to our manufactures, The great and increasing
India trade, formed the one bright opening amid
the dark and threatening clouds that latcly over-
shadowed the field of commercial and manufactur-
ing enterprise, and maintained the industrial popu-
lation of Lancashire, throughout this gloomy season,
in a condition of prosperity, as unexpected, as it
was welcome. This trade, which is capable of
almost unlimited further development, and is of so
much importance to this country, has steadily grown
up during the last forty years, and is to be ascribed
to the greater sccurity and freedom enjoyed by the
vast population of India, under British, than under
native rule. For, the late revolt has proved beyond
all question, that India could not be held together
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as a single empire by any native power; and that
British domination alone, prevents it from being
broken up into a multitude of petty states, which
would wage incessant war upon each other, amidst
which, the country would be laid waste, population
would decline, and forcign commerce would almost
cease. To the evil of general insecurity, would be
superadded transit duties and other burdens upon
commerce, through the short-sightedness and cupi-
dity of petty rulers, wholly ignorant of economical
science ; and thus, foreign trade would be destroyed,
as it would be impossible in such circumstances,
for the products of the interior to be profitably
transmitted by the merchant to the coast, for export
to foreign countries. These considerations make it
evident, that the vast and increasing external com-
merce of India, in the benefits of which we so
largely participate, is entircly dependent on the
continuance of British rule in that country.

Many other benefits have been conferred on us,
through our connection with India. The civil
admimistration, and armies of India, have furnished
congenial employment for the more ardent, ambiti-
ous, and dangerous of our young men, of the middle
and lower classes, who would otherwise, in all
probability, have swelled the ranks of discontent at
home, instead of expending their energies in acquir-
ing dominion and amassing wealth for their country



abroad. 'The power, dignity, and fame, which have
accrued to our country from its Indian empire,
regarded with wonder and jealousy by the rest
of the world, are incalculably great. We have
there at this moment, an army of upwards of a
hundred thousand British soldiers, which upholds
the power and influence of Great Britain over the
whole of Asia, and adds greatly to the status of our
country, even among the nations of Europe. But
for India, this large body of men would be thrown
upon the labor market at home, to the injury of
the whole class of our laboring population; while
the very recruiting for the army of India, probably
relieves us of poor-rates to the cxtent of a quarter
of a million a year. By means of the army and
revenues of India, this country has carried on wars
and made conquests in all parts of Asia. Ceylon,
Singapoor, Hong Kong, Aden, and Rangoon have
all been so acquired. The first China war, the
Affghan war, the Burmese, and DPersian wars,
were chiefly fought with the resonrces of our
Indian empire ; but, in pursuance of a DBritish
policy, with which the interests of India were but
remotely concerned.

Let Englishmen, then, consider well the facts
which have now been stated, viz., that India has
been acquired without cost, and in the present
century has paid to this country a tribute of at

B
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least a hundred millions sterling ; that our coun-
trymen have a capital of one hundred and thirty
millions invested in public sccurities and other
undertakings connected with India; that the trade
of India is probably of more importance to us than
that of any other nation in the world; that our
ambitious youth and a large body of our poor are
provided with congenial occupation there; that the
possession of India adds immensely to the power,
dignity, and influence of our country in all parts of
the world ; and, apart from all higher considerations
connected with their duties as civilized and Christian
rulers, they will surely on the lower grounds of sclf-
intevest, come to the conclusion that India is indeed
well worth keeping, and be prepared to submit to
heavy sacrifices, rather than imperil their tenure, or
mar the prosperity of so valuable a possession,



CHAPTER IL

OUR INDIAN POLICY IN ITS FINANCIAL BEARINGS.

IT may be here remarked that the policy of this
country towards India presents a twofold aspect.
On the one hand, it has regard to the welfare of
India, and its object is to govern that country so as
to promote the development of its great natural
resources, and the civilization of its millions of
inhabitants, so wonderfully given over by Divine
Providence to our keeping. On the other hand,
it has regard to the welfare of England, and its
alm 1s confined to the narrow and selfish considera-
tion of how to govern India, so as to secure the
greatest amount of advantages to this country.
The one aspect of our Indian policy is noble; the
other is mean. Every patriotic and high-minded
Englishman would rejoice to learn that the nobler
aspect of our policy has been the characteristic one,
and that history will have to record that our past

treatment of India has been at once just and
B 2
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generous.  There is possibly a hope, and even a
belief in the mind of the British public that such
is the fact: but this self-satisfying delusion would
be rapidly dispelled by the most cursory examina-
tion of what we have done; and a searching
investigation into the relations of the two conntries,
would satisfy any candid enquirer that ignoble and
sclfish considerations have been the ruling charac-
teristics of our Indian policy, up to the present
time. We have freely criticised the mecasures of
our countrymen in India, but we are probably
little prepared to learn that the worst policy of the
worst of our Anglo-Indian rulers, is less blameable
than the treatment of India by the Parliament and
public at home.

Some of the extraordinary advantages which we
enjoy through our connection with India, have
been described in the preceding chdpter, and the
first questions that occur to an enquirer secking for
information as to the financial relations of Great
Britain and India, refer to the price at which those
advantages have been purchased. What proportion
of the public debt of Great Britain, as in the case
of our colonial possessions, has been incurred in
extending and consolidating our Indian empire?
What yearly charges connected with Indian ad-
ministration, fall upon the British Exchequer?

i The entire cost of the Colonial Office, or, in other
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words, of the Iome Government of all British
colonies and dependencies except India, as well as
of their military and naval defence, is defrayed
from the revenues of the United Kingdom ; and it
seems to be a natural inference, that similar charges
should be borne by this country in the case of
India. But what is the fact? Not a shilling from
the revenues of Great Britain has ever been cx-
pended on the military defence of our Indian
cmpire,

At the commencement of the present year, there
were, in addition to West India regiments and
colonial corps, twenty-seven regiments or battalions
of the royal army with artillery and engineers,
serving in the various colonies and dependencies
of Great Britain.* The cost of these troops is
borne upon the army estimates, and cannot be less
than £800,000 a year. There are various other
military charges connected with our colonial
possessions, which are also borne upon the army
estimates, and amount in the aggregate, for the
year 1859-60, to £1,116,560;1 so that the military

* Sce Hart's Army List, January, 1859.
t Sce Army Estimates for 1859-60, in which the following
items are for foreign stations:—

£
Military prisons, p. 10 of Estimates ............ccoc..ee. 8,402
Movement of troops, p. 11 ..., 54,000

Miscellancous, p. 12 o 32,941
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defenice of these possessions, will this year cost
nearly two millions sterling. Our trade with the
colonies, may be of such value as to afford a full
equivalent for this outlay; but if the case be so,
one is at a loss to understand why this country
does not also contribute towards the military
defence of India, with which we have also a most
valuable trade. What, then, are the principles or
considerations which have guided the British nation
in defraying the home administration and military
defence of its colonial possessions, and in refusing

£
Foreign staff, p. 29 ..o 180,326
West India regiments, p. 34 ..., 96,455
Colomial corps, p- 34 .oooiiiii 138,236
Royal engineer civil establishments, pp. 35 and 73 ... 25,158
Military store establishment, p. 72........................ 24,133
Barrack establishment, p. 73 ... 8,449
Wages of artificers, p. 77 ... 49,102
Clothing, &c., p.- 80 ... 22,198
Provisions, p. 81 ..o 320,997
Forage, p. 81 ... 56,540
Fuel and lights, p. 81..........coooii 69,828
Fortifications, p. 89..........oiiiiii 42,561
Civil buildings, p. 93 oo 18,443
Barracks, p. 97 . 70,281
1,218,352
DEDUCT.

Contributions from colonial revenues in aid of nulitary

expenditure, p. 148.............ooieiiiiiin i, 101,850

Net expenditure .....cc.ooccenvninnnnnnn, £1,116,502
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to contribute in any form towards meeting similar
charges in the case of British India?

Some of our foreign possessions are conquered
countries, in regard to which our tenure of supre-
macy rests on the same basis as it does in the case
of India. Take, for instance, the island of Ceylon,
which is properly a part of India, and was acquired
in exactly the same manner as our dominions on
the continent of India. In Ceylon we have British
troops and local corps, as in India, but the cost
of both is defrayed by Great Britain, with the aid
of a limited contribution from the revenues of
the island.* What, then, are the reasons for
this distinction, and why do we help Ceylon and
refuse aid to India? No reasonable solution of this
enigma, has ever been offered to the British public;’
and an answer is only to be found in the accident
of the home administration of Ceylon having been
transferred to the Colonial Office, while that of
India remained under the East India Company,
which was always treated with jealousy and distrust
by Parliament and by the nation.

No inconsiderable portion of the public debt
and military expenditure of this country, has been
incurred for colonial wars, and other objects con-

* Ceylon contributes £24,000 a year towards the military
expenditure incurred by the British Government for the island.
Army Estimates for 1859-60, p. 148.



24

nected with our foreign possessions;* but even the
great mutiny and revolt of 1857, which imperilled
our Indian empire, and our standing as a first-rate
European power, failed to induce us to bear any
portion of the cost of restoring our shaken supre-
macy. If ever there was an occasion which called
for great sacrifices on the part of the British
people, it was certainly this, when the brightest
jewel in the British crown was in danger of being
torn from our grasp; but even in this crisis of our
history, the selfish traditions of our Indian policy
prevailed, and with unparalleled meanness, we have
sought to transfer the entire cost of a perilous
struggle to uphold our own empire, to the over-
burdened finances of India. The attempt will fail ;
“but the spirit which dictated 1it, is not the less
evident or blameable on that account. How
strange that a nation, ordinarily liberal to extrava-
gance in aiding colonial dependencies and foreign
states with money in their time of need, should,
with unwonted and incomprehensible penurionsness,
refuse to help its own great Indian empire in its
extremity of financial distress'!

* Bome authorities estimate that as much as two hundred
millions of our national debt, is traceable to war and other
expendifure incurred through our having colonics, besides
incalculable sums contributed by the mother-country, through

the operation of differential duties imposed on foreign produce
for the protection of the colonial producer.
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In order to bring more clearly into view the
extent of our national delinquency in this matter,
it will be desirable to place before the reader more
specific information in regard to the burdens so
unscrupulously heaped on the previously overloaded
finances of India. It appears from the Army
Estimates lately presented to the House of Com-
mons, that there were then, 91,897 men of all
ranks of her Majesty’s regular army, serving in
India, who were all paid by the Indian Exchequer.
Of this there may be not much reason to complain,
though if stationed in the colonies these troops
would all be paid by the British Exchequer ; but,
over and above the men serving in India, there
were on the lst of February last, no less than
16,427 men at the various depdts of the Indian
regiments, who, though stationed in this country,
are also paid by the Indian Exchequer. That 1s
to say, upwards of sixteen thousand men of the
garrisons of the United Kingdom, available for
any emergency that might occur in this country,
are, on the trivial pretence of their bclonging
to depdts of Indian regiments, transferred to the
Indian establishment, and paid from the Indian
revenues '*  Thus when regiments are transferred

# (ieneral Pecl, in his specch on the Army Estimates, made in
the House of Commons on the 4th of March last, enumerated
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to the Indian establishment, the entire disburse-
ments on account of the officers and men of such
corps, even when they are serving in the United
Kingdom, is charged upon the revenues of India.
Nothing of the kind is done in the case of British
troops serving in any other dependency, and a
regiment stationed at Ceylon, for instance, almost
within sight of the shores of India, would be paid
by the British Iixchequer.

The worst, however, is not yet told, for it would
appear that when extra regiments are dispatched to
India, as happened during the late disturbances
there, the pay of such troops for six months pre-
vious to sailing, is charged against the Indian re-
venues, and recovered as a debt due by the Govern-
‘ment of India to the British army pay-office.
General Peel stated, in his speech on the Army
Estimates, when accounting for a discrepancy of
upwards of a million sterling between the total
amount to be voted and the real expenditure, that
“ the difference of £1,100,000 was made up of the
“ sum due from the East Indian Government to the
“ Home Government, for the pay of the regiments
“ serving in India ; this would be available for the

these 16,427 men, forming the depots of regiments in India, as part
of a total force of 105,685 men, which he took eredit for having
available for the defence of the country. See General Peel's
speech in ‘‘ Times " of March 5th, 1859.
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“ reduction of the expenses of the present year;
the sum available for the same purpose in the
ensuing year would be £700,000. The money
due from the Indian Government was the debt
incurred for the cost of the drill, rations, and
clothing of the extra regiments sent to India,
which for six months was charged against the
Indian revenue, That cost was for each infantry
“ soldier, £18:10; for the cavalry of the line,
“#£31:13: 11 per man; royal horse artillery,
“ £73:8:9; field batteries of the royal artillery,
“ £50: 5; and the royal engineers, £84 : 2 : 5 per
“ man. This large sum of money due from the
“ Indian Government would be deducted from the
“ gross estimates of the present year.” In the
crisis of the Indian mutiny, then, and with the
Indian finances reduced to an almost desperate
condition, Great Britain has not only required
India to pay for the whole of the cxtra regiments
sent to that country, from the date of their leaving
these shores, but has demanded back the money
disbursed on account of these regiments for the
last six months of their service in this country,
previous to sailing for India. There may be good
rcasons for the adoption of a course that reminds
one of Brennus throwing his sword into the scale,
which determincd the ransom of the vanquished
Romans; but, as we had the services of the men,

44
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and, as their pay for the period in question, was
spent in supporting the industrious classes of this
kingdom, and could have been of no benefit to
India, we are laid under a moral obligation to
explain the principles of justice, or of honest deal-
ing, by which we have been guided in throwing this
additional heavy charge upon the over-burdened
finances of India.

The cost of transporting British troops to India,
is also charged upon the Indian revenues; but, as
this outlay is expended upon British shipowners,
and is made for the maintenance of British aunthority
in India, it would clearly be reasonable and fair
that the charge, as in the case of troops sent to any
of our other foreign dependencics, should be borne -
by the British Exchequer. The same argument
applies with even greater force to the charges for
the home administration of Indian affairs, which
now fall wholly upon the finances of India, and
especially, to that portion of them, which consists of
salaries to the home establishments, and furlough
and retired pay to the civil, military, and marine
services of India. These items for the year 1859-
60, are estimated at £2,144,160,* and, as the whole
of this sum will be disbursed for the preservation
of British supremacy over India, and for the sup-

¥ "The items in question are entered in an estimate of receipts
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port of our fellow-countrymen who are not in India
at all, but here; and further, as the whole of the
money will go to the support of British industry,
there does seem to be adequate reasons for con-
cluding. that the whole of this charge, as in the
parallel cases of other British dependencies, should
be borne by the British Exchequer; and the assign-
ment of these charges to the Indian Exchequer, fu-
nishes a flagrant example of the ungenerous and
sclfish character of our Indian policy.

Independent of the home charges, there are other
heavy outlays which have been with equal injustice,
or, at the best, without due consideration and
cnquiry, transferred to the Indian revenues. Most
of our Asiatic wars with countrics beyond the limits
of our Indian empire, have been carried on by
means of the military and monetary resources of
the Government of India, though the objects of

and disbursements of the home treasury, from 1st May, 1859, to
30th April, 1860, presented to Parliament, as follows :—
Civil service annuities payable in England, civil absentee £
allowances, furlough and retirved pay to military and
marine officers, and advances on account of the civil,
military, and provident funds of India............... 1,439,480
Charges general, being for home establishments, civil,
military and marine pensions, recruiting charges,
allowances for outfit, &e. «.ooovvvviiiiiiiiiiienninen.. 704,680

£2,144,160
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these wars were, in some instances, purely British,
and in others but remotely connected with the
interests of India They were undertaken by the
Government of India in obedience to instructions
received from the British ministries of the time,
acting through the Presidents of the Board of
Control ; and for all the consequences they have
involved, the British nation is clearly responsible.
The Affghan war was one of the most notable of
these, and it is now well understood that this war
was undertaken by the British Government without
consulting the Court of Directors, and in opposition
to their views. It was, in fact, a purely British war;
but, notwithstanding this, and in defiance of a
solemn expression of unanimous opinion on the
part of the Court of Directors, and of a resolution
of the Court of Proprietors of the East India Com-
pany,* that the whole cost of the war should not

* Bee sixth Report of Commons’ Committee on Indian Terri-

tories, 1853. Appendix, p. 193, where the following papers are
Yo be found with others on the same subjeet :—

,f-f"' Copy of a letter from the Chairman and Deputy-Chairman of the

]

East India Company to Lord Fitzgerald.
(Secret and confidential.)

East Ivpia House, 6th April, 1842.
My Loz,

We are requested by the Court of Directors of the East India
Company to call the attention of your lordship and of Her Ma-
Jesty’s ministers, to the intimation lately conveyed to the Court
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be thrown upon the Indian finances, the ministry
required this to be done. By this injustice, ten
millions were added to the debt of India. The
late Persian war was proclaimed by the British
ministry, in pursuance of a policy with which India
had no real concern ; but the war, not the less, was
carried on by the troops and resources of India,
and one-half only of the total cost was subsequently
settled to be borne by the revenues of this country.

-~ by the Government of India, of their intention to discontinue
- their remittances for the supply of the Home Treasury by means
; of advances upon goods hypothecated to the Court.

, The locul government have been corapelled to adopt this course
by their financial difficulties, which have been wholly caused by
the expensive operations in which they have been engaged
beyond the Indus.

It is doubtless known to your lordship, that previously to the
expedition into Affghanistan, the finances of India were in a
highly prosperous condition, yielding a surplus of considerable
amount, applicable either to the discharge of debt, or fo internal
improvement, and that now there is a serious annual deficit, to
meet which a loan has been contracted at five per cent., and there
13 so much ground for apprehending that the local government
will be unable to continue to borrow at that rate, as not only to
have led to the measure of suspending remittances by advances
vpon goods, but also to raake the Court exceedingly anxious to
take further and decided measurcs for affording relief to the
treasury in India.

Under these circumstances, it has become the duty of the Court
to claim, on behalf of India, to be relieved from any charges to
which, upon a fair and impartial view, she may not justly be
liable ; and whilst it is very far from the Court’s desire prema-
turely to raise any question regarding the ohjects of the expedi-
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India, in fact, has been required to furnish men
and means for carrying on all our Asiatic wars, and
has never, in any instance, been paid afull equivalent
for the assistance thus rendered, which furnishes
irvefragable proof of the one-sided and seclfish
character of our Indian policy.

The British Parliament has always claimed and
exercised a right of disposing of the Indian re-
venues, In each successive Act for the regulation

tion beyond the Indus, yet they are constrained fo submit that,
in no view of the case, can it be just or expedient that the
whole charge of these operations, including that of the military
reinforcements about to be effected, should be thrown on the
finances of India.

The Court, therefore, trust that Her Majesty's ministers will
be pleased to make arrangements for paying to the Company, in
the course of the present year, a sum on account, upon the assur-
ance of which the Court could afford eavly and important relief
to the Government of India by proportionately restricting the
drafts upon it from hence.

‘We have to add that this letter conveys the unanimous ex-
pression of the Court’s sentiments.

We have, &ec.,
(Signed) Grorer Lyarr.
J. L. Lusnixaron.
Extract Resolution at a General Court of the East India
Company, on the 27th June, 1842.

Resolved,—That upon consideration of all the circumstances
connected with British intervention in the affairs of Affghanistan,
as they appear from the papers already laid before Parliament, it
is the opinion of this Court, that the whole expense of that war
ought not to be thrown on the people of India, but that a part of
it should be borne by the Exchequer of the United Kingdom.
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of the Government of India, assignments have been
made from the revenues of India. By the Act of
1834, dividends on East India Stock, the interest of
the Home Bond Debt, and other liabilities of the
united company of merchants trading to the East
Indies, together with all charges connected with
the home administration of India, were thrown
upon the Indian revenues, which were further
charged in the same Act, with large salaries for the
incumbents of various offices connected with British
administration in India. Parliament, in fact, has
disposed of the revenues of India with as much
freedom, as it deals with the revenues of the United
Kingdom. The late Act which transferred the Go-
vernment of India to the Crown, also fixed salaries
for the members of the Council of India as well as
for the Secretary of State for India, and decided that
these should be paid out of the revenues of India.
A still more recent, and perhaps striking example
of Parliamentary interference with Indian finance,
is to be found in the late India Loan Acts, which
have given authority to the Home Government of
India to raise loans in this country, to provide funds
for meeting the many liabilities of the Indian Go-
vernment, incurred during the last two years. These
enactments virtually prevent the Government of
India from resorting to the London market for the
supply of its financial necessities, without the sanc-
C
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tion of Parliament. They shut out from the Go-
vernment of India a resource which is freely open
to every other Government in the world. 1In this
very year, Austria, Russia, Sardinia, Turkey, and
various other States of Europe and America, with
our Colonies of Australia and Canada, have been
effecting or contemplating loans in the London
market, without ever dreaming of asking for the
sanction of the British Parliament. Fven the
miserable Republics of Central America, can borrow
there, and India alone, of all the countries of the
world, is debarred in days of extreme financial diffi-
culty, by the fiat of the British Parliament, from
resorting to the market where money is to be had
on the cheapest terms. The British Parliament and
nation compel the Government of India to borrow
money at six per cent. in India, when experience
has proved that it could borrow more easily in
London at four per cent. With what object this
truly absurd restriction is maintained, it is hard to
say, but it may safely be regarded as a traditional
relic of the contracted and selfish policy that has

stamped its impress upon all our international
transactions with India.



CHAPTER IIL

IS BRITAIN RESPONSIBLE FOR THE INDIAN DEBT!

A DEFINITE answer to this all-important question
is quite indispensable to the future successful go-
vernment of India, and is equally required to avert
the most frightful disasters to this country. Until
the financial relations of India with this country
arc established on a settled basis, seen and recog-
nized of all men, our statesmen may be expected to
stagger on, without principle to guide them, from
one financial expedient to another, at the imminent
risk of involving both India and Great Britain in
Irretrievable financial embarrassment. At one time,
they will call on the Government of India to spend
money, without fear or stint, upon education and
public works. At another time, they will spend the
revenues of India in Great Britain, or in Persian
and Affghan wars. Then, affrighted at the conse-
quences of their own acts, they will call for retrench-

ment, cconomy, and the imposition of fresh taxes,
¢ 2
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With one breath, they will permit the Indian Go-
vernment to borrow moncy here, and, with the next,
they will sternly denounce the expedient. When
the revenues of India happen to be flourishing, they
will freely expend them on British objects; when
they become unequal to meet the expenses of the
Indian Government, they will call upon the latter
to find more money where it can, as it is a matter
in which Britain has no concern,

The strange confusion of ideas which exists on
the subject of our Indian financial relations, has
been exhibited in all the Indian debates in Parlia-
ment, in which the subject of British liability has
been mooted. One member after another states
some reasons that occur to him why Britain should,
or should not be responsible for the debt of India;
but no one has yet ventured to define the principles
which ought to determine the financial relations of
the two countries,whetherconsidered in the abstract,
or in their practical application. It would perhaps
conduce to the formation of clearer conceptions, to
determine first, what the Government of India ac-
tually 1s. Is it the government of a distinct state,
but with certain relations counnecting it with this
country, as is the case with many of our colonies?
The inhabitants of such colonies have always had a
considerable share in their own government, and lat-
terly have been granted Constitutions, under which
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they manage their own affairs with the least possible
interference on the part of the mother-country.
They support their own civil government by the
imposition of taxes on themselves, and also raise
money by loan for public works and other objects
deemed desirable, in any way they may think best.
The mother-country undertakes the conduct of their
relations with foreign countries, and provides for
their military defence. Under such arrangements,
1t is very clear that the mother-country could not
Justly be held responsible for the debts or other
liabilities of the Governments of these colonies.
Such liabilities have been contracted for colonial
objects by the colonial Governments, of their own
free-will, and without compulsion of any kind on
the part of the mother-country. The latter does
not interfere at all with the taxation or expenditure
of the colonial Governments, or only to the trifling
extent of requiring the payment of the salaries
allotted to certain colonial officers, under the con-
stitutional compact which binds the colony to the
mother-country. Colonial loans, then, are strictly
colonial debts, and do not affect the mother-country
at all. Great Dritain, in these cases, incurs no
liability.  Is there anything analogous to these
colonial Governments in the government of British
India? Have the people of India had a voice in
the management of their affairs, or have the taxa-
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tion and expenditure of the Indian Government
been regulated with a view to the welfure of India
alone, without intervention or interference on the
part of the Government of this country? By no
means. The Government of India, whether viewed
with reference to its forms or powers, has been,
from the first hour of its existence up to the present
time, the creation of the British Parliament. The
power vested in the Government of India to con-
tract debt, was a delegation of authority from the
British Parliament, which, up to this hour, as in
the case of the last debenture loan, exerts a right
of interference over its exercise. The power of the
Indian Government, and even the salaries of the
high functionaries both in India and in this country,
have been determined by the Parliament of this
country, and the Government of India has, at no
time, been free to regulate its taxation or expendi-
ture independently of the Government of this
country. The East India Company have been de-
claved by Parliament to have been simply trustces
for the British nation, which, in accordance with
this view, altered the conditions of their trust from
time to time, and finally relieved the trustees of its
exercise altogether, 'When the subject is carefully
examined, it will be found that the Government of
India, so far from being the Government of a
distinct state, has been, from the first, simply a
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department of the British Government. The Bii-
tish Ministry, acting through the President of the
Board of Control, formed the real motive power
which decided the policy of successive Indian ad-
ministrations, and the Fast India Company was
simply a convenient screen, under cover of which
the Ministry was enabled to make use of the
revenues and resources of India with a less degree
of interference on the part of Parliament, than
would have been exercised, had the responsibility of
the Ministry, for every act of the Indian Govern-
ment, been openly avowed, If the facts be so,
then, and they cannot be gainsayed, we seem to be
shut up to the conclusion that the acts of the
Government of India, from first to last, have been
the acts of the Dritish nation. India has never had
even the shadow of a constitution, or of a national
government, but has been ruled as a conquered
country, according to the views of successive Bri-
tish Parliaments and British administrations. The
Indian debt has really been incurred by the Go-
vernment of this country; and how, then, can we
possibly shake ourselves free of Indian liabilities ?
Good faith and justice alike hold Great Britain
accountable for the obligations incurred by the
Indian Government, just the same as for the obliga-
tions contracted by the Imperial Government. Every
million added to the debt of British India, is a
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million added to the debt of Great Britain, and it
is this consideration which makes the question of
Indian finance of vital importance to the public of
this country. Since the commencement of the late
mutiny, the Indian Government has raised about
ten millions in India at an interest of 6 per cent.,
while the money could have been raised by the
same Government in this country at 4 per cent., and
by the DBritish nation at 3% per cent. By this
thriftless policy our national obligations cost us half
a million a-year more than they might have done,
and every day’s persistence in such a suicidal course,
is running up a heavier score for the day of final
reckoning. The British public may avert its gaze;
but this day of reckoning is not the less surely
coming. The foolish ostrich may bury its head in
the sand, and fancy that impending danger is avert-
ed, because it is shut out from view; but this is not
a becoming attitude for a great and intelligent
people. The foremost among our statesmen have
already sounded a note of alarm, and it will be well
for us and for our children if we do not disregard
it. The present Chancellor of the Exchequer has
sald* “ that the relations between English and
Indian finance remain to him a source of great

* In his speech made in the House of Commons on March 22,

1858, introducing the second Government of India Bill of last
Session.
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apprehension and anxiety, and that the time has
arrived when this House (of Commons) must give
the subject its most serious and attentive con-
sideration.” That warning was unheeded; but, more
lately, the Secretary of State for India, who has
studied the subject with that earnestness of inves-
tigation and vigor of understanding for which he is
so remarkable, recalled the subject to the attention
of the House of Commons in the following memo-
rable words:-—* Let me now call attention to a topic
which ought to be considered in connexion with
this subject—the position of the English Exchequer
in regard to the Indian debt. I am aware the
uniform policy of the Parliament and the Govern-
ment of this country has been to decline all respon-
sibility in regard to the debt of India, which has
been held to be a charge only on the Indian
Exchequer. Dealing with the present state of
affairs, 1 may say at once that I am not going to
recommend any change in that policy. I know
well the alarm which any such proposition would
create, and I know the refusal which it would
inevitably receive. But this is a question which
will recur again and again, and which will have to -
be considered in the future as well as in the present.
~ Observing, then, that I do not speak with reference
to practical action at present, I would ask the
House scriously to consider how far, looking at the



fact that more than £50,000,000 has been con-
tributed by English capitalists, it would be morally
possible for this country altogether to repudiate the
Indian debt without shaking its own credit? I
would likewise ask the House to bear in mind, that
if ever the time should come when the established
policy in this respect should undergo a change, and
when a national guarantee should be given for
these liabilities, that guarantee would operate to
reduce the interest paid upon the Indian debt by no
less than £730,000 or even £1,000,000, which,
formed into a sinking fund, would go far to pay off
the whole.”* Lord Stanley here speaks in guarded
language, apprehensive of alarming, but yet de-
sirous of arousing to investigation an unenlightened
public. The plain meaning of his words is, that the
~British nation is paying £1,000,000 a year for
persisting in a policy based upon ignorance. Sir
Charles Wood also, in the course of the same
debate, while speaking in opposition to Lord Stan-
ley, could not help admitting * that we are in
danger enough of being fixed with liability for
Indian charges, but if we take away Indian revenue
by Imperial legislation, we incur, not mercly a
moral, but a positive liability. T hope the House
therefore will forgive me for taking this opportunity

* East India Loan Debate, see Lord Stanley’s specch, report-
ed in the “Times” of February 15, 1859,
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of endeavouring to impress upon it this solemn
warning that if we mean to avoid responsibility
here, we must be exceedingly cautious in dealing
with Indian revenue and expenditure.”* The mo-
ral liability of this country for all the acts of the
Indian Government, was also clearly and forcibly
affirmed by Mr. Bright in the following passage of
his speech on the second reading of the Indian
Loan Bill:—“ I think that the £40,000,000, which
the revolt will cost, is a griévous burden to place
upon the people of India. It has come from the
mismanagement of the Parliament and people of
England. If every man had what was just, no
doubt that £40,000,000 would have to be paid out
of the taxes levied upon the people of this coun-
try.’+ It must be admitted, then, that there exist
very strong and perhaps quite incontrovertible rea-
sons for concluding that Great Britain is morally,
and also legally responsible for the whole of the
Indian debt; but, before adopting this conclusion
absolutely, it will be desirable to suspend judgment
while we examine the reasons which have been
put forward on the other hand, for affirming the
non-liability of this country for the debt of India.

% Fast India Loan Debate, see Sir C. Wood's speech, reported
in the ¢ Times’’ of February 19, 1859.

t See Mr. Bright's spcech on East Indian Loan, reported in
the * Times” of March 8, 1859.
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The reasons which have been urged against the
principle of British responsibility for Indian liabili-
ties, are few in number, and may be reduced to the
three following propositions :—

1st. That we must maintain the entire separate-
ness of the Indian and Imperial Exchequers ; for we
could not guarantee a loan to the former without
admitting the principle of equal liability in the case
of Canada, Australia, and our other colonies.

2nd. That it would be folly to give the Indian
fundholder a high rate of interest as for an inferior
security, and also the benefit of the Imperial
guarantee, which would have enabled us to obtain
the money lent by him at a low rate of interest.

3rd. That it would be inexpedient to sanction an -
Imperial guarantee, because of the difficulty of
maintaining an effective control over a distant Go-
vernment, such as India, and because the check
upon that GGovernment undertaking rash wars or
other extravagant expenditure that 1s derived from a
knowledge that such acts would be embarrassing to
1ts own resources, would be thereby removed.

It may be remarked of all these reasons, that they
refer to considerations of expediency which concern
our own interests, and cannot therefore be admitted
in determining a question of principle. If a claim
be preferred on the score of justice, that claim cannot
be disproved on the score of inconvenience. If the
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British nation, through supineness, or in pursuance
of a selfish policy, has ignored its hiabilities for the
Government of India, it is no sufficient reason for a
persistence 1n such a discreditable course, that the
recognition of such liabilities would be inconvenient,
This would be a sufficient answer to the whole of
the foregoing objections; but they will admit of
easy refutation on other grounds, which are quite
reconcilable with a due regard for British interests.
The justness of Imperial responsibility for the
liabilities of the Indian Government, depends upon
the fact, already clearly established, that the Indian
Government has been a mere department of the
Imperial Government, and that the natives of India
have had no control over their Government, or any
power of regulating the amount or expenditure of
the taxes of India. This condition is totally inap-
plicable to the colonies, which regulate the amount
and disposal of their own taxation. There 1s no-
thing analogous between the local Government of
India, and the local Governments of the colonies,
and the inference that an Imperial guarantee for an
Indian loan, would involve the principle of granting
similar guarantees for colonial loans, therefore falls
to the ground, But the argument which is derived
from considering that the colonies stand in the same
position to the mother-country that India does, goes
farther, and cuts deeper, than its advocates have
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probably considered. Great Britain defrays the cost
of British troops stationed in the colonies. If we
are prepared to place India on the same footing, and
defray the cost of all the British forces stationed
there, it is more than probable that the Indian fund-
holder will be equally prepared to relinquish his lien
on the British Exchequer, and to accept the position
of the colonial creditor.

'The second argument, that the recognition of Im-
perial responsibility, would unduly raise the value of
the property of the Indian creditor, is equally founded
on a total misapprehension of his real position. The
whole of the funded debt raised in India, has been
borrowed at par; that is to say. for every £100 of
the funded debt, the Indian Government has received
£100, for which it has engaged to pay a certain rate
of interest, retaining the option of paying off the
principal when so disposed, or at any time after the
expiration of a limited term of years. An Impenal
guarantee would not then enable the Indian fund-
holder to obtain a higher rate of interest than he
bargained for, nor would it avail him to increase the
amount of his claim against the Indian Government
by a single shilling. The Government could not
be called upon to pay to the public creditor aught
beyond the £100 which it had borrowed from him,
nor, while the principal remains unpaid, could it
be called upon to pay a higher rate of interest than



that at which the debt was contracted. Neither the
Indian nor the British Government, could possibly
sustain loss by the guarantee. The lmperial gua-
rantee would cause the Indian funds to rise in value

in the open market, as regards buyer and seller ; but,
~ were the price to rise considerably above par, the
Indian Government would be able to reduce the rate
of interest by offering to pay off the principal, and
thus readily appropriate to itself the benefit of the
higher value of the security resulting from an Im-
perial guarantee. It is always to be borne in mind
that the greater part of the debt of the Indian
Government bears only an interest of four per cent.,
payable in India, and that it is very doubtful whether
even the Imperial guarantee would raise the value
of four per cent. paper, of which the interest is
only payable in India, above par. Much of this
paper bore originally five per cent. interest, which
the Indian Government succeeded in reducing to
four per cent. in 1852, by deluding the fundholders
into the belief that the Exchequer was overflow-
ing, and that no more loans would be needed.
Before the conversion, this paper readily sold in the
markets of Calcutta and Bombay, at a premium of
six to eight per cent., and there is not the slightest
prospect of the Imperial guarantee again bringing
up its value to this standard ; so that the commonly
received notion, that the Indian fundholder would



45

unduly benefit to some unheard of extent, through
the operation of an Imperial guarantee, turns out to
be the merest hallucination. Nor, would the holder
of the English portion of the Indian liabilities,
benefit to any extent worthy of national considera-
tion. This portion of the Indian loan has been
horrowed in London at about four per cent., in bonds
or debentures, terminable within a few years. The
loan might have been obtained under an Imperial
guarantee at perhaps one-half per cent. lower rate
of interest; but that is all; and, as the principal is
repayable at an early date, the additional value that
would be conferred on the property by a recognition
of Imperial responsibility for Indian habilities,
would be a mere bagatelle, which it is certainly not
worth the nation’s while to trouble itself with at all.

There remains to be considered the third argu-
ment, relative to the evil consequences that may be
expected to result from the removal of the check
upon the Indian Government undertaking rash wars
or other extravagant expenditure, that is now
derived from a knowledge that such acts would
be productive of financial embarrassment. It is
argued that if the Indian Government once got
hold of the idea that it had the boundless credit
of the Imperial Exchequer to fall back upon, this
valuable check would be lost. But it has been
shown, that the Indian Government is a mere
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department of the Imperial Government, and the
check in question, to be of any value, must act
upon the latter. The value of any theory is best
ascertained by its practical application, and we shall
be most likely to arrive at a correct appreciation
of the check in question, by endeavoring to ascertain
how 1t has operated in times past. The present con-
dition of the Indian finances, is proof that the check
so highly lauded, has not availed to save them from
deplorable embarrassment, and in a practical point
of view, therefore, it appears to have been worth
nothing.  This check has not saved the Indian
Exchequer from accumulating debt and consequent
financial embarrassment, and it would be therefore
idle to rely on it for doing so in time to come. But
when the subject is more closely examined, it will
be found that the separation of the Indian from the
Imperial Exchequer, so far from checking, has,
beyond all other things, encouraged wasteful expen-
diture. It was this separation, which removed
Indian finance from the watchful control of Par-
liament, and caused every Indian question to be
regarded with apathy and distaste by this nation at
large. It was this separation, which enabled and
tempted British ministers rashly to undertake
Affghan apd Persian wars, and iniquitously to
charge the cost of them to the Indian Exchequer.
To this separation, is chargeable the supineness and
D
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indifference of the British Parliament and nation to
the application of the Indian revenues; and,’jin
consequence of that supineness and that indifference,
British ministers have been able to dispose of the
resources of India at their will, without challenge or
check on the part of the people of this country, or
of India. This check upon Indian expenditure,
which has been estimated so highly, proves, upon
examination, to be the very opposite of what was
imagined, and to have encouraged, more, perhaps,
than any other cause whatever, the rash and useless
wars in which the resources of India, so much
wanted for internal improvement, have been
rnously wasted.

It may be concluded, then, that a moral* respon-
sibility rests upon this nation for Indian liabilities
of every description, while 1t 1s satisfactory to find
also that considerations of self-interest, as well as
feelings of duty and of honor, call upon us to

* The question as fo the legal responsibility of this country
for the debt of India is, in a practical point of view, not worth
discussing after the statement made by Lord Stunley to the
House of Commons, that ¢the Indian creditors have the first
‘ charge on the Indian revenues. If that revenue, after paying
‘¢ the interest of the debt, were to be found not to suffice for
“ carrying on the civil and military administration, then the

‘“ question would arise as to who would be responsible.” That
question the British nation will have to decide for itself, and is,

indeed, now called upon to do so. See Loxd Stanley’s speech on
East India Loan, reported in * Times” of March 8th, 1859.



occupy without delay, a position into which we
must be forced sooner or later, and which must be
attained before we can hope to restore the shaken
credit of the Indian ¥xchequer, or to settle the
financial relations of India with Great Britain in a
manner caleulated to promote the mutual interests
and prosperity of both countries.



CHAPTER 1V.

HOW ARE THE FINANCES OF INDIA TO BE RESTORED
TO A PROSFEROTUS conDITION !

Ir the reasoning contained in the preceding pages
has carried conviction to the mind of the reader, he
will be prepared to admit that the enquiries of the
Indian financier must be turned in some other direc-
tion than that of raising new taxes in India. That
resource is of very limited efficacy and perilous in
the extrecme. In fact, the bane of India for many
years of British rule, was over-taxation; and beyond
and above this, the transfer of a large portion of the
taxes collected, to be spent by foreign rulers in their
own country. It would betray the saddest ignorance
of the real state of the case, to waste our efforts in
seeking for new sources of taxation in India. Tax-
ation at one time seemed about to dry up the stream
of Indian industry at its very source, while tribute
has removed from India the small annual increments
of capital that were indispensable to a rapid deve-
lopment of its resources, and to a large increase of



53

wealth. Nearly the whole wealth and capital of every
part of India, whether the land revenue settlement
be the Zemindarree of Bengal; the village system
of the North-West; the Talookdarree of Oude; the
Ryotwarree of Madras; or the field settlement of
Bombay, is the production of the simple cultivators
of the soil. Their condition determines whether the
national wealth is increasing, stationary, or diminish-
ing, and 1s itself mainly dependent on the weight of
the land tax. The operation of recruiting the finances
by collecting or endeavouring to collect the whole
land tax, when excessive, which was but too common
in the early times of our rule in India, was simply
that of killing the goose that laid the golden eggs.
It was a breaking up of the very fountains of national
prosperity ; an overweighting of the springs upon
the elasticity of which the augmentation of national
wealth depends.* This ruinous action of an op-

* Sec Major Wingate’s Evidence in Fourth Report of Coloni-
zation (India) Committee of the House of Commons, pp. 59-61,
and an article on ‘“ The Silver Question as regards India,” 1n the
Bombay Quarterly Review for April, 1857, in which the author
has endeavoured fo shew that the oppressive effect of the Indian
land tax during many years of British rule, is ascribable to the
peculiar nature of the Anglo-Indian financial system. The
chapter on ¢ The Land Revenue,” at p. 307 of Ludlow’s
‘“ Thoughts on the Policy of the Crown towards India,”’ throws
light upon the same subject, though that author’s argument is
more applicable to the state of India as it was thirty years ago,
than as 1t is now.
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pressive land tax, became long ago apparent to Indian
statesmen, whose efforts for the last thirty years
have been directed to the remedy of the evil, by
means of revenue surveys and more liberal assess-
ments, the abolition of transit and town duties, and
direct taxes of all kinds. The general result of
these reforms has established beyond the possibility
of question, that the country was previously over-
taxed. The relief that has been afforded, is seen in
cxtended cultivation and increasing exports and
imports. 'The industry of India is once more in an
elastic and progressive condition. But we have no
reason for concluding that the remission of taxation
was unnecessarily great; on the contrary, there are
reasons for thinking that it was in some cases barely
sufficient, while over vast provinces the curse of
oppressive taxation exists to this hour. There is
need of further liberality, instead of new taxes, and
to seek for the means of 1mposing these in amount
sufficient to provide for the financial deficit in the
Indian revenues, would be to imperil everything
that has been gained, and to retrace our steps in the
direction of that selfish and suicidal policy, which
well nigh reduced the people of India to a condition
of general pauperism ; and if reverted to, would infal-
libly entail an incalculable amount of human suffer-

ing, and a fearful embarrassment of the finances of
both India and this country.
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The problem, then, which the Indian financier,
and above all the Parliament and people of Eng-
land are called upon to solve, is, not how to raise
additional revenue from India—for that to an ade-
quate extent, would be found to be at once ruinous
and impossible—but, whether it is fair and just that
the entire cost of upholding British supremacy over
India, should be defrayed by the people of that
country. Has our policy in India been determined
out of pure, unselfish, and henevolent regard for the
welfare of the people of that country, and without
the smallest regard for the manner in which it may
affect our own country 2 Was this the principle
which guided us in imposing prohibitive duties upon
Indian manufactures imported into this country, and
merely nominal duties upon British manufactures
imported into India? Was it out of pure regard for
India that cotton exported to Great Britain from
. India, is exempt from duty, while it is taxed on
exportation to all parts of the world besides ? Was
it Indian interests which dictated the fixing of import
duties upon goods brought to India in British ships,
at one-half of the amount levied upon similar goods
brought in ships of any other country? Were
native interests solely concerned in the exemption of
Europeans in India from the jurisdiction of the
ordinary courts of criminal justice, by which native
redress for British wrong-doing, has been made a
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practical impossibility in ninety-nine cases out of a
hundred @ Was it out of consideration for the tax-
paying Hindoo and Mahomedan, that the official
European in India was provided with a costly eccle-
siastical estahlishment before anything was done for
their education or enlightenment 2 Was it unselfish
regard for the natives that dictated the policy of
obtaining, upholding, and extending British domi-
nion in the Kast, by means of taxes raised in India,
in opposition to the rule obtaining in all other British
dependencies, of providing for the costs of their
military defence from the British Exchequer % And
lastly, were the arrangements for defraying what 1s
styled *“the home charges,” out of theIndianrevenues,
under which nearly one hundred millions sterling of
taxes collected In India, have been transferred to
Great Britain in the course of the present ecntury,
devised for the purpose of benefiting the people of
India alone ? Let the candid reader thoughtfully
and conscientiously answer these questions for him-
self, and then say whether British interests as well
as Indian interests have not had a share in deter-
mining the course of our Indian policy.

If, then, we have governed India, not merely for
the natives of India, but also for ourselves, we are
clearly blameable in the sight of God and man for
having contributed nothing towards defraying the
cost of that Government. Our fair share, repre-
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sented by the degree in which British interests have
decided our Indian policy, be it great or small,
should have been duly paid; but this has never
been done, and now there is a heavy debt, which
has been running up against us for many years, to
be settled. England was powerful and India at her -
feet, and little chance had the weak of enforcing
payment from the strong. So it appeared but two
short years ago; but we have since learnt that the
eternal principles of truth and justice cannot be
safely disregarded. The arm of Providence reaches
even to the strongest, and 1t does seem as if we were
now being called upon to redeem our long-neglected
obligations to India; and we shall be fortunate if
we have not to discharge our debt with intevest to
the last shilling. However this may be, our clear
duty now is to ascertain our true position, and to do
our duty in it at whatever cost.

There does not seem to be any insuperable
difficulty in the way of discovering the principles
upon which the financial relations of India with
this country should be settled. With reference to
its economical effects upon the condition of India,
the tribute paid to Great Britain is by far the most
ohjectionable feature in our existing policy. Taxes
spent in the country from which they are raised, are
totally different in their effect from taxes raised in
one country and spent in another. In the former
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case, the taxes collected from the population at Jarge,
are paid away to the portion of the population
engaged in the service of Government, through
whose expenditure they are again returned to the
industrious classes. They occasion a different
distribution but no loss of npational income, and
hence it is, that in countries advanced in civilization,
in which the productive powers of man are augmen-
ted by mechanical contrivances and a judicious use
of the powers of nature, an enormous taxation may
be realized with singularly little pressure upon the
community. But the case is wholly different when
the taxes are not spent in the country from which
they are raised. In this case, they constitute no
mere transfer of a portion of the national income
from one set of citizens to another, but an absolute
loss and extinction of the whole amount withdrawn
from the taxed country. As regards its effects on
national production, the whole amount might as well
be thrown into the sea as transferred to another
country, for no portion of it will return from the
latter to the taxed country in any shape whatsoever.,
Such is the nature of the tribute we have so long
exacted from India. And the burden of a tribute is
aggravated in proportion as the tributary country is
backward in civilization, and possesses few me-
chanical and scientific aids for augmenting its
productive power; for the net income of such a
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country, or the surplus of the gross produce of the
nation’s industry over and above the quantity
required to replace the amount consumed in produe-
tion, must necessarily be small. A country in the
high state of industrial development of our own,
could probably pay in tribute one half of its whole
taxation more easily than India could pay one tenth,
which was not far from the proportion that the
tribute bore to the gross revenues bhefore the
outbreak of the mutiny. From this explanation,
some faint conception may be formed of the cruel,
crushing effect of the tribute upon India. Let the
reader endeavor to picture to himself what the
present condition of India would have been, had the
eighty or ninety millions of Indian taxes, which
have been transferred to this country in the present
century, been spent in India upon reproductive
public works calculated to augment the producing
powers of that country. India would long ago
have been penetrated in every direction by roads,
canals, and railroads. Agricultural produce would,
by means of the facilities of transit thus afforded,
have been drawn from the remotest parts of the
interior to the seaboard for export to foreign
countries, and those regions which now cannot
import, because they cannot export, would have
become consumers of foreign commodities in ex-
change for the produce thus sent away. It is
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probably a poor and inadequate conception to
suppose that the net surplus of Indian industry
beyond the cost of production, as distinguished from
the gross production, would by these means have
been doubled or trebled. And as this net surplus
forms the fund by means of which a country obtains
its imports of foreign commodities, it is not un-
reasonable to infer that the exports and imports
of India, would have been double or treble what
they are now. Let the people, and especially the
manufacturers of this country, lay 1t to heart, that
but for this cruel and sordid tribute, by which the
total annual income of this country has been
augmented by two to three millions, our exports
to India, instead of being from ten to sixteen
millions, might have been from twenty to fifty
millions. For an income of two to three millions,
we have sacrificed a trade of ten to twenty-five
millions. Let the people of England, and especially
the manufacturers of Lancashire, count the cost.
The Indian tribute, whether weighed in the scales
of justice, or viewed in the light of our own true
interest, will be found to be at variance with human-
ity, with common sense, and with the received
maxims of economical science. It would be true
wisdom, then, to provide for the future payment of
such of the Home charges of the Indian Government
as really form tribute, out of the Imperial Exchequer.
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These charges would probably be found to be the
dividends on East India stock ; interest on Home
debt ; the salaries of officers and establishments and
cost of buildings connected with the Home depart-
ment of the Indian Government ; furlough and re-
tired pay to members of the Indian military and civil
services, when at home ; charges of all descriptions
paid in this country, connected with British troops
serving in India, except for the purchase of stores to
be sent to India; and a portion of the cost of
transporting British troops to and from India. In
regard to the last item, it would seem to be a fair
and most convenient arrangement for the British
Government to pay the cost of chartering ships, &ec.,
for the transport of troops to India, and for the
Indian Government to bear the cost of sending them
home again. In fine, the tribute is made up of such
items of charge, connected with the Government of
India, as are spent In this country, and for which
India receives no material equivalent in any form.
In defining the future financial relations of India and
Great Britain, it would seem to be a most just and
equitable arrangement to require each country to
furnish that portion of the total cost of government,
which is expended within its own limits and goes
to the support of its own industry. Upon this
principle, British troops, actually serving in India,
would not have to be supported by this country, as
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in the case of the colonies, but would be paid by
India, and only such officers and men of Indian
regiments as might happen to be at home, would be
paid from the British Exchequer.

What appears to be most urgently required in the
present disastrous condition of the Indian finances,
is the appointment of a Royal Commission of first-
rate men, thoroughly competent to the investigation
of economical, political, and moral questions, for the
purpose of enquiring into the present financial rela-
tions of Great Britain and India, as compared with
those of Great Britain and our other dependencies
and colonies ; and of ascertaining the various items
of the Home charges which may properly be viewed
as a tribute paid by India to this country, as well as
their total amount since the commencement of the
present century; and to report upon the probable
effect of this tribute on the condition of India, and
the best means of adjusting the financial relations of
India and Great Britain for the future, so as to secure
the greatest amount of advantage to both countries;
and also to propose such measures as might appear to
them to be best calculated to rescue the Indian
finances from their present state of embarrassment,
at the earliest possible date. Such a Commission
would have no occasion to proceed to India for the
purpose of collecting information, as the whole of the
data necessary for the formation of a sound judgment
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upon all the questions that would be referred to them
for investigation, is already to be found in this
country in an available shape. A few months at the
utmost would suffice for the prosecution of their
enquiries and the preparation of their report, which
would go forth to the country with all the weight of
authority attached to the conclusions of men selected
for eminent ability and familiarity with the questions
submitted to their yudgment., Their report might be
published in time to prepare the public mind for legis-
lation on this all-important subject of Indian finance
at the commencement of the next Parliamentary
Session, Time is precious, for the Indian Govern-
ment is busy borrowing for us to pay, at six per cent.,
while we could obtain the money under an Imperial
guarantee for three-and-a-quarter per cent., and we
cannot too soon relinquish this truly singular and
extraordinary expedient for extricating us from
present financial difficulties.

Were this question of the tribute once satisfactorily
settled, the finances of India could soon be brought
again into a flourishing condition; but if it be not so
settled, and that speedily, it needs no prophet to
foresee that, like a desperate gamester, we shall be led
on to try one hazardous financial experiment after
another, until the credit and finances of both India
and Great Britain sink into hopeless embarrassment.
Were India to be relieved of the cruel burden of the
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tribute, and the whole of the taxes raised in India to
be spent in India, the revenue of that country would
soon acquire a degree of elasticity, of which we bave
at present little expectation, and certain branches of
the existing taxation might even be safely increased,
so as to ensure a sufficient surplus revenue for
developing the resources of the country by means
of reproductive public works.

The revenue and expenditure of India, for the
year 1856-57, preceding the mutiny, were nearly
balanced, being each about £33,000,000. It is
estimated that the mutiny will cost £40,000,000,
and add a charge of £2,000,000 for interest to the
annual expenditure. But there seems to be little
prospect of the military charges of India, being, for
many years, if ever, reduced to the standard of
1856-57, when they stood at £11,500,000. We had
then only 45,000 British Troops in India, and we
have now upwards of 100,000, besides a larger
native army than before. It is not probable, that
with a due regard to our own safety, we shall be able
to reduce the number of European Troops below
80,000, for some years to come; and though we may
effect a very large reduction of the native force, by
supplying 1its place with a military police, still, the
cost of the latter, would absorb a large portion of the
saving. In estimating the future expenditure, con-
nected with India, it would not ‘then be prudent to



65

assume the military charges, at the standard of
1856-57, or at less, perhaps, than £14,000,000,
which is an increase of £2,500,000, as compared
with the former amount. This would make the
deficit in the Indian revenues, supposing them to
remain at the amount they stood in 1856-57,
£4,500,000; but we should also allow of a further
expenditure, of at least £2,000,000 for public works,
which makes a total deficit of £6,500,000, to be
provided for. Of this amount, about £3,000,000
would be made up by this country, relieving India
of the unrighteous burden of the tribute, and the
remaining £3,500,000, would have to be sought for
in India, through reductions of the cost of establish-
ments, improved returns from existing sources of
revenue, and increased taxation.

The most obvious and available expedient for
economising the financial resources of India, is to
borrow no more money there at six per cent., when
it can be had in London at four, on the very same
security, viz :—that of the Indian revenues. It
would not be necessary for Parliament to acknowledge
the Imperial responsibility for Indian liabilities,
before placing this resource at the disposal of the
Indian Government. The Secretary of State for
India, would only require to increase his debenture
loan to such extent, as may be necessary to provide
for the deficit in India, as well as for the deficit in

E
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this country. Were this done, the present Indian
loans could be closed, until the state of the money
market in India should indicate that financial opera-
tions could be effected there, on as advantageous
terms for the Government of India, all things con-
sidered, as in this country.

By the adoption of the course here recommended,
increase of expenditure on account of interest for
debt, would be kept considerably lower than 1t must
amount to, under the present thriftless plan of
paying nearly two per cent. more on a considerable
portion of what we horrow, than there is any need
for doing.

As to reduction of the cost of the Indian
establishments, the great resource is, of course, to
diminish the military expenditure, by dishanding
native levies, and returning British regiments to this
country. The Secretary of State for India has
stated to the House of Commons, that with regard to
civil salaries the result of an elaborate enquiry has
been to recommend an increase rather than a
diminution of the total expense, and that if the total
amount of retrenchment possible, were greater than
it is, a very small saving only would be available for
existing purposes, because the salaries of the present
possessors of office could not be cut down.* Buton

* See Lord Stanley’s speech, reported in “ Times” of March
8th, 1859.
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occasion of great financial disaster, such as has
overtaken the Indian finances, and, considering that
the efforts which have entailed existing embarrass-
ments, have also saved the empire, and with 1t the
salaries of every European and native servant of the
Indian Government, sve¢ may fairly call upon all for
immediate help in this emergency. There is a
rough and ready way of effecting an immediate
retrenchment of the cost of the military and civil
establishments of India, which seems worth consi-
deration; and that is, to impose a moderate income-
tax on every public servant on the Indian establish-
ment, whether in India or at home, and reaching
from the Secretary of State for India, and Governor
General, down to the lowest police peon, and from
the military Commander-in-Chief, through all grades
of the army, down to the soldiers and sepoys. If]
for instance, a deduction were made from all military
and civil salaries, not exceeding five hundred rupees
per mensem, to the extent of a half-anna in each
rupee, which is slightly over three per cent., and
from salaries above five hundred rupees, a deduction
of a half-anna upon five hundred rupees, and of one
anna in each rupee of the excess of salary beyond
five hundred rupees; so small a tax could not
seriously inconvenience any one, while the aggregate
saving would be very considerable, and probably not

fall much short of £500,000. This description of
E 2
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tax, being a deduction from payments made from the
public treasuries, would cost nothing in collection,
and as it would not be felt as a heavy burden by the
contributors, or make any alteration in the public
establishments, it wounld have no effect one way or
another on the efficiency of the public administration.
The officers and soldiers of her Majesty’s regular
army, would have no grounds for objecting to it, as
they receive higher pay for serving in India, than
they would do, if stationed in any other of our inter-
tropical dependencies. The military and civil ser-
vices of the Indian establishments, would have still
less reason for objecting to it, as their future prospects
must be dependent on the restoration of the Indian
finances to a solvent condition. Its effects on the
minds of our native soldiers might be apprehended,
but the intentions of the Government could be
explained to every native regiment for some months
before the date selected for the tax to come into
operation; and with this precaution, care being taken
to explain fully to the men at the same time, that
the measure was of imperious necessity and would
affect every one alike, from the Governor-General and
Commander-in-Chief downwards, while the tax would
be removed as soon as the state of the finances
would permit, there would not seem to be Just ground
for apprehending that serious discontent among our
native soldiery would be occasioned by the imposition
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of such a tax. The ordinary pay of a native soldier
is seven rupees per mensem, and the deduction to be
made from that amount through the operation of
the tax recommended, would be only three-and-a-
half annas ; a sum doubtless of some importance
to him, but too trifling in amount to be pro-
ductive of serious inconvenience.  Another plan,
and one invariably resorted to by native Govern-
ments, on occasion of financial embarrassment, is to
withhold a portion of the pay of the native soldiery,
under a promise to pay up the arrears, without
interest, as soon as the finances would admit of this
being done. This would relieve the finances for a
time, until they again became sufficient to meet all
demands; and the interest, on the portion of the
native soldier’s pay allowed to fall into arrear, would,
of course, be the tax placed upon him by such an
arrangement. These suggestions may appear to be
rude and coarse financial expedients, but a very
little reflection will satisfy any one that retrench-
ments in the cost of public establishments in India,
to be of the slightest importance as measures of
finance, must be of general application, and extend
to the military as well as civil expenditure.

It has been objected to the present system of Indian
taxation, that it leaves untouched the moneyed and
mercantile classes, who of all others are the best
able to contribute to the necessities of the state,
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This is to some extent true; but these classes could
only be reached by direct taxation, which experience
has proved to be productive of greater evil in India,
than is counterbalanced by any gain to the revenue
capable of being derived from this source. An
income-tax upon money-lenders, traders, and manu-
facturers, would be exceedingly difficult to impose
in the first instance, with any degree of fairness. It
would involve inquisitorial investigations into the
position of individuals, which would *have to be
conducted by corrupt native officials of a low class,
who would make use of the opportunities to enrich
themselves by the practice of every kind of extortion
and abuse of authority. The rich would purchase
immunity from their fair share of the burden by
bribery, but the poor would be the chief sufferers.
The Mohturfa taxes, which once prevailed through-
out British India, and were direct taxes upon trades
and professions, were at length abolished in all the
presidencies, except Madras, from a conviction that
they entatled an incalculable amount of evil on the
community, without being of great importance to
the finances. Taxes on native processions and
marriage feasts, which have also been suggested,
would be liable to the same objections, and be,
besides, unjust in themselves, as there is no good
reason why this form of expenditure should be taxed
more than any other: they would be most oppressive
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to the poor, and be likely to occasion much dis-
content. Of all conceivable means of adding to the
revenue of India, that of direct taxation would be
the worst. If it were absolutely necessary to tax
the commercial classes, this would perhaps be better
done by means of an octroi, or town duties, to be
levied from large towns; but this source of revenue
is already in course of appropriation for the local
taxation of such towns for municipal purposes, and
on this account, it would be objectionable to draw
upon the same resource for national taxation.

The Indian Government, as we have lately learnt,
has had under consideration the possibility of raising
additional revenue by increased taxation, and seems
to have come to a wise decision, in determining to
limit its efforts to indirect taxation. It appears that
the Governor General in Council has announced his
intention of raising additional revenue by an in-
creased taxation of imports, and by extending the
system of stamps to towns in the presidencies to
which they had not been previously extended, and by
excise duties upon home-grown tobacco. By means
of these expedients, it is hoped to obtain an addi-
tional revenue of £1,500,000. .

The Indian Government do not appear to have in
contemplation any scheme for obtaining revenue by
means of increased duties upon any of the articles of
Indian export. It must be admitted that, in general,
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export duties are to be avoided ; but, when the articles
exported cannot be readily produced in any other
country, so that the exporting country has virtually
- a monopoly of the market, an export duty upon such
articles would not fall upon the native producer, but
be paid by the foreign consumer. In opium, for
instance, we have a case in point, upon which an
enormous excise, virtually an export duty, is paid by
the Chinese consumer, without the slightest pressure
upon the industry of India. Indigo is another article
of which India almost possesses a monopoly, and an
increase of the present export duty, which is very
light, might probably be imposed without perceptibly
affecting the foreign demand. The usual duty on
all articles exported from India, is three per cent. ad
valorem ; but an exception is made of raw cotton,
which may be exported free of duty to Europe and
to the United States, or any British possession in
America. The duty upon the export of cotton wool
_to other parts of the world, is about id. per Ib. The
remission of the duty in the case of the export of
cotton to Europe and North America, is an example
of the fact that our Indian policy has been ruled by a
consideration of British, instead of Indian interests.
It was through the influence of the cotton manufac-
turers of this country, that the Indian Government
was induced to remit the export duty on cotton, and
the object of the measure, was to enable the British
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price, at the expense of the Indian Customs revenue.
It was seen that the Customs’ duties virtually added
to the cost of producing cotton in India for exporta-
tion, and it was concluded that the remission of the
duty would, to that extent, lower the price of the
article in the ports of shipment, and in the markets
of Liverpool. This inference was based on the doc-
trine of political economy, that the price of any
article is upon the average, and in the long run,
determined by the cost of production. But this
doctrine, though true in a general sense, and as
regards the total supply of cotton furnished to the
markets of Europe and America, is not true, in the
particular sense above referred to, as regards the
portion of that supply furnished from India. The
price of cotton in the market of Bombay, has no
reference whatever to the cost of production in India;
but is determined by the cost of producing cotton in
the United States of America. The American cotton
crop furnishing four-fifths of the total supply, regu-
lates the price of cotton in all the export markets of
the world. When the American cotton crop is short,
the price of the staple in Liverpool rises, and wvice
versd. But the scarcity or abundance of the cotton
crop in India, has no perceptible effect on the price of
the staple in Liverpool, owing to the relatively small
amount of the Indian contribution to the total supply
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of that market. The price of Indian cotton in the
Liverpool market, rises and falls in correspondence
with the fluctuations in the price of American cotton;
and the quotation of Liverpool prices brought by
each mail to the export markets of India, determines
the price of cotton there. Before the abolition of the
expor tduty on cotton, the British merchant at Bom-
bay was able to offer such a price as, allowing for the
export duty, would yield him a fair profit on selling
the staple at Liverpool. After the abolition of the
duty, he was able to offer a higher price, as the
export duty did not require to be allowed for at all,
and still obtain the same rate of profit on the sale of
the staple at Liverpool. The competition of the
market necessarily prevented the exporter from ap-
propriating the saving effected by the remission of
the duty, and even if he had been able to do so, no
portion of the benefit would have been shared by the
British manufacturer, as the price of Indian cotton
to him is determined by that of American cotton.
The effect of the remission of the export duty on
cotton in the Indian ports, was simply to raise the
price of the staple there, to a corresponding extent;
and it could further be shown by the prosecution of
the argument, that the whole benefit of the abolition
of the duty, must have been appropriated by the
growers of the staple, or in other words by the Indian
ryots. The abolition of the duty, operated as a
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bounty for the production of: cotton, rather than
other articles suited for export, and by thus inter-
fering with the natural causes that would otherwise
have determined the relative quantities of the several
agricultural crops raised for export, had a tendency
to divert the capital of the agriculturist out of its
most productive channel. This effect may have been,
and probably was, insignificant, as the export duty
on other agricultural products is only three per cent.;
but no sound economical reason can be assigned for
favoring the production of cotton in India, rather
than any other agricultural product suited for export;
and the abolition of the duty may be thus seen to
have been a complete mistake. The Customs’ re-
venue lost the duty, but the British manufacturers
obtained Indian cotton no cheaper in consequence.
There can be little doubt then, of the expediency of
placing cotton on the same footing as other Indian
raw produce, by subjecting it to a similar duty upon
export to Europe and America, as well as to other
parts of the world. This would bring in a consider-
able amount of revenue, probably from £100,000 to
£200,000, without raising the price of cotton in the
slightest degree. ~On the contrary, the price of
cotton in the Bombay and other Indian markets,
would inevitably fall by the full amount of the duty
levied on exportation. The duty would fall upon the
grower, and by diminishing his profits, so far tend to
check the growth of cotton; but not to a greater
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export, is affected by the duties levied on them. This
is an objection against export duties in general, but
is not specially applicable to a duty on the export of
cotton. In a practical point of view, the advantage
to the revenue from a low rate of export duties on
raw produce, would more than counterbalance the
disadvantage of its operating as a slight check upon
production. Almost all taxes have this effect, and
were it to be admitted as a sufficient argument
against their imposition, it would be impracticable to
raise a public revenue at all.

It is a great advantage of Customs’ duties that
their effects upon the revenue, as well as upon the
imports and exports, are readily seen. If under
increased duties, the revenue should improve to the
full or nearly the full extent of the increase of duty,
the Indian Government would be at once satisfied
that the latter was not pressing injuriously upon the
productive resources of the country, and was there-
fore not too high; while, on the other hand, if the
revenue should improve very slightly in consequence
of a falling off in the quantity of exports or imports,
it would e evident that the increase of duty was
acting injuriously, and this would indicate the policy
of again reducing it. Such an index is of inestimable
advantage in taxing a country ruled by foreigners,
who have little knowledge of its real condition, and
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few opportunities of learning how their measures
affect the people.

The measures of the Indian Government, and the
expedients which have been suggested, might relieve
the finances of India to the extent of two millions
per annum; but apart from any financial experiments,
there is, on other grounds, reason for anticipating a
large increase of revenue in India from a general
improvement in the receipts from all sources of
taxation. This may be expected to occur through
the unavoidable stoppage of the Indian tribute for
many years to come; for, until the Indian revenues
exceed the disbursements in India, it is clear that no
part of the Indian taxes can be transferred to this
country. The whole of the home charges must be
met by loans raised in this country; for, were it
attempted to meet them by loans raised in India, the
effect would be to ruin the ecredit of the Indian
Government, without the possibility of obtaining the
money on any terms. It may safely be assumed,
then, that the money for the home charges for
several years to come, will be raised in this country.
The effect will be, that for this period the annual
accumulations of capital in India, will be wholly
retained in that country, and no portion of them
will be transferred to this country. In addition to
this, India will benefit by a large accession of
capital from this country, by means of loans raised
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in London to supplement the deficit in the Indian
revenue, as compared with the expenditure in India
(should this expedient fortunately be adopted), and
of money transmitted to India for the construction
of railways and other public works, for which the
capital is raised here. By these means, the wealth
of India for some years to come, will rapidly increase,
and the result will be shown in an extension of
cultivation, by which the land revenue will to some
extent benefit, and in a continual increase of exports
and imports. The condition of the masses of the
people will greatly improve, and this will be shown
by an increase of the Excise, the Salt duties, and
the Customs. The manufactures of the United
Kingdom will be more largely consumed than ever;
and even the extraordinary demand of last year,
which was the mainstay of the industry of Lancashire
during a time, which otherwise would have been one
of deepest gloom to the manufacturing interests and
laboring classes of that populous county, will be
far exceeded.

It may be useful to refer here, to the causes of
the extraordinary demand for our manufactures in
India of late years, in spite of the interruption
to the ordinary employments of industry, and the
destruction of property, caused by the Indian revolt.
The fact is most remarkable, and its explanation
of deepest import to the future well-being of hoth
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Great Britain and India. To the cessation of tribute,
through the transfer of railway capital to India,
and the stoppage of the home remittances of the
Indian Government in consequence of the mutiny,
is clearly attributable the extraordinary development
of the foreign trade of India during the last few
years. For the first time during the present century,
have the average imports of a few years nearly
equalled in value the exports of India during the
same period. In other words, India has at last received
from foreign countries nearly a full equivalent for
what she gives them in exchange, and the grievous
tribute, which grew out of her connection with
foreign rulers, has been stayed for a time. Ilere are
the indubitable facts, as stated to Parliament by the
Secretary of State for India:—

IMPORTS AND EXPORIS OF INDIA.

Periods. Imports. Exports. Excessof exports
or Tribute.

Five years ending £ £ £
1842 ... 48,500,000 63,200,000 19,700,000
1847 oo 62,500,000 83,378,000 20,873,000
1852 ......... 69,500,000 91,000,000 21,500,000
1857 ......... 101,500,000 102,700,000 1,200,000

It is thus seen that in each of the three first of these
four periods, the excess of exports over imports, or
the price paid by India for being ruled by foreiguners,
was about twenty millions sterling, or at the rate
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of four millions a year; while during the last period
of five years, it was only £1,200,000, or £240,000
a year. This great reduction of the tribute made
India of course richer to that extent, and the effect
has become visible in an extraordinary demand for
foreign productions. The declared value of the
exports of British manufactures to India, was
£11,666,714 in 1857, and £16,782,515 in 1858.
In a single year, the consumption of British manu-
factures in India, is thus seen to have increased
upwards of forty per cent. So rapid and extra-
ordinary a development of trade, if we except that
of Australia and California, consequent on the gold
discoveries, 1s, perhaps, not to be met with in the
annals of commerce; and it may teach the people,
and especially the manufacturers of this‘kingdom,
what a mine of wealth India might become to us, if
we abandon the base and selfish policy of draining
off its accumulating capital to pay charges in this
country, which, upon every principle of justice and
economical science, ought to be borne by ourselves.
Let us boldly, but with true wisdom and foresight,
acknowledge our responsibility for the debts of the
Indian Government, and all financial difficulties will
melt away like the fleeting visions of a dream. Tt
will then become apparent that our true policy is not
to impoverish India by the ahstraction of any of
its scanty capital, but liberally to supply it with
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capital out of our abundance. India has the will to
consume the manufactures of the United Kingdom
to an unlimited extent, and would obtain the means
of doing so through the adoption of a wise and
liberal policy on our part, under which the trade
between the two countries would surely go on in-
creasing vear DLy year, and, at no great distance
of time, attain proportions that would probably
- dwindle into insignificance, by comparison, our
trade with the rest of  our colonial possessions.
Capital accumulates in this country far beyond our
own means of profitably employing it; and millions
are annually swept away and lost for ever in wild
speculations, or loans to bankrupt foreign states.
Would it not be wiser to apply these extra accumu-
lations in developing the resources of our own great
Indian empire, which has two hundred millions of
people to bless, and more than repay us through an
ever enlarging trade, for whatever assistance we can
give them?* The experience of the last five years,

* ¢ There appears to be no limit—there can be no limit that
“ we can reach for a long time in trading with one hundred and
“ fifty millions or two hundred millions of persons, if you will
““ ouly give them a chunce of reaping the fruits of this industry,
‘““ apd securing the enjoyment of that which they produce.”
Mr. Bright’s speech on India Loan Bill, reported in * Times™
of March 8th, 1B59.

¢ The honorable member for Birmingham answered his own

F
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has proved beyond all question, that it was poverty
alone which prevented India from soomer becoming
the best customer to the manufacturers of this
country of all the nations of the world. India has
at length attained to this pre-eminence through
an accidental stoppage of the tribute which had
previously drained away much of the accumulations
of capital upon which industrial progress depends.
It is for the British Parliament and public now to
consider and decide, whether, by the adoption of a
just and generous policy, this mutually beneficial
condition of the international relations of Great
Britain and India shall be maintained; or whether,
in compliance with the sordid and selfish suggestions
of an ignorant timidity, they shall seek again to
clutch that unhallowed tribute, which so long
cramped the trade and blighted all the higher
interests of the two countries, and would certainly
ruin the finances of India, as well as prove des-
tractive to our own national credit.  The one policy
would be far-sighted, liberal, and just, worthy of the

“ argument when he admitted that he saw no limit to the
“ development of the future resources of India. That is what
“ T fully belicve, and believing that the trade of India will
““ increase to an incredible extent—Ilooking at what the resources
‘“ of the country will be when. fully developed—I contend,” &e.

Lord Stanley’s specch on India Loan Bill, reported in ¢ Times”
of March 8th, 1859,
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name and fame of England; the other, selfish and
illiberal, ruinous to our trade, unworthy of our fame,
and fatal to the realization of all our lofty aspirations
as a (od-fearing and Christian people connected
with the future of India. Let the nation choose
hetiveen them.

RicHARDSON BROTH;RS, f’finters, 23, Cornhill, E.C.







OUR FINANCES.

In these few pages I shall avoid details, and confine
myself to the more immediately pressing matter in hand. 1
hope that 1t 1s not now necessary to go into minute calculations
to shew the amount of the deficit. Itis enough that it has
become matter of notoriety that we have to deal with no ordi-
nary short-coming. Every official statement makes it more and
more evident that, none of the calculations of deficit which have
been ventured by individuals are extravagant. The immensity
of the gulf which lies before us cvery day becomes better
known, and we begin to see that all is not extraordinary ex-
penditure ; that setting aside the temporary cxpences of the
war, we shall still remain with a regular fixed expenditure vastly
exceeding the income. Without, therefore, being preeise 1 only
claim to assume that the subject with which we have now to
deal, is not one to be disposed of by any calculations of lacs or-
cven of one or two millions sterling, but that in fact we havc
to deal with many millions. 1t must be remembered that, not
only i1s there the primary incrcase in size and cost of the
Furopcan army, but that throughout India during the last two
years almost every expenditurc has been increased and scarcely
any thing decreased. Even the civil expenditure hasin many
ways increased. Men in high places have openly said that they
made hay while the sun shone ; the mutinies msured sanction
for any thing. And still there are large schemes of police ve-

organisation, and other accepted improvements to be carried
out.

As regards the number of the European army, we mu:t -
not lose sight of the fact that, of the total charged against
India in the parliamentary Returns, a large proportion is 1n fact
in England. Every regiment leaves two depot companics in
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diture on Public Works for which our normal finances left us
no margin.

Altogcther, then, I cannot calculate that it will be possi-
ble to put the finance of India upon a safe and prospcrous
footing without effecting an improvement in our regular and
permanent finance to the extent of about 8 millions sterling
per annum, as compared to our present situation.

I do not pretend to exactness. It may be somewhat less,

it may be a good deal more, but some such figure is that with
which we have now to deal.

It is useless to avoid looking in the face the magnitude of
the difficulty. The deficitis a great one and will not be ma-
terially touched by any thing but very great measures.

It must also be, I think, accepted that the mutiny will
bring no profit in compensation for our losses. The gain by
lapse of territory and political pensions is a mcre trifle, and

will probably be much more than absorbed by rewards and
compensations to individuals.

Public gain I fear there will be none, but the contrary,

T will not attempt' to go into the finance of the money
market. That is, after all, a minor matter of detail.

By skilful management or mismanagement we may get mo-
ncy atarate § per cent cheaper or dearer on the 40 millions
<which the war has cost, But in some shape or other we must,
always pay for money, money’s worth. I will only say tha
while no one could wish that India should be permanentl
supplemented by England, one cannot help remarking that in
the very crisis of our nccessity we have been placed 1na worse
situation than any foreign ally.

The mutiny of 1857 is not an every day occurrcnce. We
shall hardly willingly run the risk of such occurrences even if
we think that those of us who survive might in such a erisis
geb some little assistance from England. Parliament only in-
terfere to limit the power of borrowing in England, which Rus-
sia posseses without limit, and which Awustria would possess if
any onc would trust her. And in Tndia the present state of the
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money market is injurious not only in the enhanced price
which we pay for money, but in the destruction of confidence
among the natives, which has certainly resulted from the ex-
cessive depreciation of the old stocks causced by late measures.

1 confess that I am one of those who view with distrust
the system of public, expenditure on the faith of the future
which has arisen, it may be said, within the last two gencra-
tions. Perhaps that system may not last. A few great examples
of failure may destroy it. Probably we are about to see nearly
300 millions sterling of public securities disappear. When
Austria has lost Italy, her bankruptey appears to be inevitable,
and when she is bankrupt her artificial empire will no doubt
collapse. If we follow the same course in India, we shall pro-
bably meet with the same fate. Our position is not very dis-
similar, Let us then be warned in time.

Before going further, I would hede make one general re-
mark, viz. this that, I believe taxation in so vast an empire to
be 2 matter of experiment and gradual elaboration. 1 do
not think that itis possible successfully to introduce at once
a complete and detailed sys em elaborated by any theorist ; and
therefore 1 believe that we shall never succeed in remodellmg
our taxation and expenditure to the advantage of our finances,
till we have in a very large degrec sometbing’of that locali-
sation of finance which 1s so extraordinarily wanting in India ;
till, I mean, every local administration, great and small, isin
some degree bound to regulate its expenditure by its receipts.
In this partlcular subject we have obtained a false centraliza-
tion, which is in fact nothing but anarchy. The Supreme
Govornment isin a most difficult and unsatlsfa,ctory position,

It checks the finances without recally administering the execu-
tive administration.

Local finance is a thing unknown. Every thing collected
goes to the credit of theGovernment of India, and every thing
expendcd 1s expended ﬁbm the common Treasury of the empire.
Officials in this country are to a remarkable extents, local in their
prejudices and ambitions. Most public spirited tney certainly
arc. But every man looks to the good of his own province
and listens to those around him. Conquuontly we find that the
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better the administration the more he looks to local interests.
No one cares to propose a new tax in his own province, for
the proceeds would only go to the Government of India ; and
few much care to reduce an cxpenditure. Every man shews
that this, or that expenditure is desirable, and probably shews
so with very good reason, but no one weighs the cost. The
budget system seems to have been in somre degrce designed to
remedy this evil, but it has been very imperfectly understood,
and as yet the only result seems to be to cause additional delay
in obtaining sanction for any thing pressingly required. 'Who
has yet heard of propositions for sclf-taxation volunteered by
any local Government. Madras and Bombay have been for
years aggrieved about the check upon their expenditure but has
any proposition for raising the disproportionately low, salt
duties of those presidencies, or equalising the stamp duties, or
otherwise improving their finance ever come from Madras or
Bombay ? Are not on #he contrary such propositions usually
strenuously resisted ; and even in these days, is there not a dis-
position to maintain the claim of those faithful armies in which
the mutiny did not occur, and to object to their reduction ?

If we would successfully devise new taxes, we must then
so re-arrange the organization of the empire that the local dispo-
sition shall be to emulate in financial i1mprovement, not stea-
“dily to resist it. In some shape or other every province must
have its separate local Exchequer. The financial duties and
habilities of each province must be marked off and improvement
on the one hand must be made entirely to depend on increase
and new taxation on the other. It is for some such finanecial
mapping out of India, that we wantan impartial Royal Commis-
sion, not to settle the details of taxation, for that foreigners and
strangers must necessarily be unfit. Taxation is not & question
of figurcs, but of social and internal adnimistration. Our real
finance belongs to the Home, rather than to what is called in
India the Financial Department. A strong fresh mind might
guide and control others, but could never devise a system of
taxation for India. -

If the finance of each province were defined, we might then
hope that one administrator would try one new tax or redue-
tion and another would either try something clse or put the
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same thing in a different shape ; and so gradually with so many
able men as the public service undoubtedly possesses emulating,
instead of checking one another, a new system of finance would

gradually grow up.

With these views then it will be understood that, I am far
from coafident in the suggestions which I venture to make. In
some things I shall doubtless prove wrong, and in all there will
certainly be daily room for modification.

But at least my views, such as they are, are the result of con-
siderable experience and reflection, and amid other avocations I
roughly note them down, and leave them to be taken for whatever
N they may be deemed Worth.

Before going into particular measurcs, I would make one
or two observations regarding our position with respect to.

1st. Native States, and

2nd. The people of our own territories.

I do not now look to annexation as an immediate means of
improving our finances. But at the same time T am very far
from admitting that late events prove all recent annexations
to have been 1nexped1ent I do not think it possible that those
who hold that language can have for one moment reflected that
if in our troubles Oude has proved an incumbrance, the Punjab
was beyond all doubt or question the means of reconquering
Hindoostan. It not only furnished men, but also the materials
through which the European forces were rendered effective in
1857. It is not even a conclusive argument against future an-
nexation, that the existence of Native States was during the
mutiny advantageous to us. That the fact was so I believe.
The mutiny has proved that the Native Chiefs are men who
have every thing to lose and probably little to gain by revolu-
tion, and that they are as a body opposed to violent change.
That is one very strong argument to be weighed in the balance
a,gaimt the financial or other advantages of annexation, in cases
in which there really might be some advantage The truth is
that affairs march under a guidance which often surpasses the
plans of human wisdom. If we had not anncxed so much, the-
probability is that we should have had powerful and ambi-
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tious Native States rcady to take advantage. gf our prostratioq.
Delhi would not have been retaken, and failing before Delh_l,
the last remnants of our power in Northern and Ccntrn_l Indl.u.
would have been at oncc supplanted by organized Natlw‘: Mi-
litary Dynasties. As it happened, the teeth of- those .States
had been drawn, and their resources were for the most part mn our
hands, while at the same time there remained around  the scene
of the war, native feudatory states without sufficient power to
justify ambition, but with so much ipﬂuencc as to he able .to
maintain that neutrality which best mnted.' our purpose. Socm!-
ly, too, taking India as a whole, the Native States have their
uses, and in any view it would he desirable that our advance to-
wards complete dominion should be gradual.  Of late years that
advance has been unusually rapid, and we can therefore well
afford to pause in accordance with the present turn of public opi-
nion. We cannot regret (speaking gencrally) that we have an-
nexed so mnch. We rejoice that we had not annexed more, and
we have now little desire to annex. Certainly we shall never
annex without perfect justice, added to undoubted expediency.

But if the result of the mutiny has tended to stop the tide
of annexation, it has on the other hand shewn us how little mili-
tary danger is to be apprehended from the Native States, even in
owr greatest difficulty ; and we may turn the result to a purpese
more profitable for all parties than annexation by availling our-
selves of this experience to reduce our own Military Force. The
Nizam’s Territory excepted, it is clear that we have no formidahle
enemies to fear, but may rather look to assistance from such for-
ces as the Native States possess.

As regards the Government of the country, my impression
has long been this, that small Native States governed by a really
native ruler, territories which do not exceed the personal rule and
; supervision of one man unaided by European organization, that

such States are frequently very tolerably governed, and on the
whole they have such advantages to sct against those afforded by

our rule, that we cannot confidently assert that a change would
be for the happiness of the people.

All the very large Native States on the other hand, have
been as a rule most grossly misgoverned, and are an unmitigated-
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evil to the people whom they oppress. A congeries of small
states 1s the ancient indigenous native system. The large states
are but foreign despotisms emasculated and deprived of every good
quality. Thgy are too large for individual rule, and they have
not the system and organization of civilized communities.

Let us see what are the Native States, taking them princi-
pally in a military point of view. I do not go out of India or
allude to Burmah. In India the eastern frontier is quite unas-
sailable. Next we have the Nepaulese, still in some sense a  fo-
reign power, but all military men are quite convinced that for
aggression they are not formidable. Whatever the discipline of
their regular troops, those troops are wholly unfitted for warfare
in the irregular native style. They are slow in the extreme in
their movements, and require abundance of carriage and aid of all
kinds, while the entire want of Cavalry and of efficient Artillery
makes them inefficient for regular warfare. The Railway by
Patna will render communication easy along the whole line of
their frontier, and it is clear that the very ordinary and moderate
garrisons of our own stations will at any time suffice to keep the
Nepaulese also 1n check, whatever may happen in Nepal. On
the northern frontier the ruler of Cashmere is entirely our feu-
datory. He 1s by no means allied with the Seikhs, and in but a
small portion of his own territory is he a native and personally
influential ruler.

That the Afghans and Beloochees are for offence contempti-
ble, is abundantly proved, and before the cvents of succceding ge-
nerations can bring any more formidable enemy on that {rontier,
Railways may have made us invulnerable.

Turn then to the interior of India. The whole of the states
of Rajpootana form a loose and effete feudatory system only
hound together by our superior rule. Experience has shewn that
the result of tho disappearance of our power in those territories
is simply tlis that, the inferiors set their superiors at defiance.
Everywhere it was the same thing, viz that the feudatories threw
off the allegiance of their chiefs ~We are in Rajpootana but the
Police to keep the Peace.

Those worn out dynasties will never be dangerous to us.

L.
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Next we have Scindia ; that power is not a truly native, (as
regards the part of the country now forming Scindias’s territories)
and least of all a Mahratta power. The chief himself has done
for us the work of extinguishing all nationality. He has sys-
tematically set himself to root out the Mahratta element from
his camp. Scindia himself secms to be a man of some eccentric
energies, but he is Europeanised. He relies for s support on
our bayonets. By treaty he undertakes to pay for a subsidiary
force which must now be European, and he is not dangerous.

The other states of central India are minor, and events have
shewn that none of them need give cause for anxiety.

The great territory of the Nizam alone in southern India
presents a difficult political problem which I do not now attempt
to solve. Suffice it to say that, with this exception, there is no-
thing among the native states of India to linder a great and iw-
mediate reduction of our Military Force.

‘With respect to our own territory, we may hope that we have
now seen the limit of what we have to fear from domestic rebel-
lion. I will not argue whether it was the will or the power that
was wanting. It is enough tfor our present purposethat when
the whole country was in a flame, in consequence of the military
mutiny we have no where experienced formidable popular resis-
tance, Where the mutinous troops congregated there we were
opposed, where our power was withdrawn there was anarchy. But
in the worst of the crisis of 1857, the people no where successful-
ly resisted the smallest detachments of our troops ; great districts
were recovered by mere handfuls of volunteers and held by ve-
ry petty detachments. The moment the resistance of mutineers
was overcome, we re-entered into possession of our districts, and
governed them without difficulty as peacefully as ever. It is made
perfectly clecar beyond all dispute that, so long as we avoid an-
other great mutiny we may maintain our civil administration
with an inconceivably small military force. Fifty faithful soldiers
may hold any district in India, I may almost say any half dozen
districts. Tt 1is clear that whether the people like us or not, they
do under our present system of government so far tolerate us, that
they do not resist us with any courage derived from frenzy or
bigotry. We have governed them mildly on non-interference
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principles, and have confined ourselves to taxes to which they are
accustomed, and they will not run any great risks to get rid of us.

I do not see in the events of the mutiny sufficient grounds
for lasting hatred on our part towards the natives. The frightful
atrocities of a military mutiny are after all not unprecedented in
history, and were not the work of the people in general. But
there is one change of feeling in respect to the natives in which I
confess that I take part. The events of the crisis have certainly
in some respects generated a legitimate contempt for them. My
feeling is that they have made such bad rebels at a time when
they had every opportunity, that our estimate of what we can
expect of them as subjects must be very much lowered. Some-
thing is evidently wanting to them. The upper class is alto-
gather deficient. They have wanted, now want, and for long
will want leaders in every thing. It has long been noticed that in
native armies they often made good soldiers, but almost always
bad officers. 'They also serve us not ill in all the inferior ranks
of life, but they have not aided us in superior places. Their inferior -
classes are not without some social virtues. A creditable native
gentleman has been almost unknown. Many sanguine people
have supposed that we have deprived them of opportunity and
have argued that the door to the higher places should be opened
to them. I have myself participated in this feeling. DBut that
is to a great degree passed now. In 1857 they promoted them
selves, but invariably they failed miserably. Evidently some-
thing more than opportunity is wanting to enable them to fill
with credit superior places. Nor 1s it only the want in the upper
classes which has been marked. The absence of individual energy
in all classes has been above all things surprising in the mutinies.
The whole country presented one mass of occasions on which one
man with one spark of energy might have done us infinite mis-
chief ; stopped our travellers, plundered our posts and inter-
rupted our communications. But such attempts were throughout
almost unknown. Evidently in all our arrangements we cannot
look to energy in the lower classes any more than to efficiency,
honesty, or influence among the upper classes.

These virtues we may gradually and patiently 1nstil into
the country, but it is not to be done in a day.

As to ourselves, when our military power was over-turned
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above all things was conspicuous the cntire absence of any thing
like a social root or place in the country. If we had among the
people few very bitter enemies, we also had no _partlzans ;and every
day our isolation becomes more complete. As we communicate
more easily with Europe, we become more European, The change
in the course of a generation is most marked. Read Lord Has-
tings journal, and see how much we then approached to social
intercourse with the natives of Lucknow, and see again how differ-
ent it is in these days.

Nothing was more marked during the mutiny than the
strength which we derived from very small knots of volunteers
at a few stations where the men of our class were gathered toge-
ther. That sufficiently shews how enormous would be the accession
to our strength, if we had but in the country a very small partizan
following of our blood, religion or community of interest.

Seeing then the want of any competent upper class among
the natives, the want among the lower class of the energy pecu-
liar to Buropeans, and the want to ourselves of a root in the
country, I am quite convinced that of all things most necessary to
strength and tmprovement is some sort of colonization ; and as
pure European colonization to a considerable extent is hardly to
be hoped for, I would add to a small nucleus of colonization a
considerable accession from amalgamation and mixture with
something of what we find in the country. The object should
be I think to attain in a very minor degree something of the
posttion which the Mohomedans held. T believe that a Euro-
peanised population as large as that of the Mohomedans would
be dangerous to the rule of England, and T hope that we shall
never s0 much as the Mohomedans assimilate to the blood and
customs of the country. But I should be glad to see a population
of say one tenth of the number of the Mohomedans retaining
much European blood and habit, but not altogether holding
aloof from the natives, and forming to some extent a dominant
and military class,

Believing that colonization under ordinary conditions is im-
possible, and that European capital will not come in without
European labor, nor labor without capital, that in fact the two
must go hand in hand, I believe that the only possiblemode of colo-
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nization is that which would at the same time most strengthen
our rule viz. a system of military colonization, and it is with a
view to what 1 have to say regarding the army, that grand item
of Finance, that I have entered into these observations,

T now proceed to discuss the different items of expenditure
and taxation.

The purely Civil expenditure is in reality smaller in propor-
tion than in most countries, and I think it is almost universally
admitted that in this department of finance it is only a question
of re-distribution. If the truth must be told we shall have con-
tinual increase of expenditure in this department. That result
invariably follows reform and organization. Salaries may be re-
duced, abuses may be remedied, but still at every turn there will
be improvements which cost money. In England there was infi-
nitely more room for saving ; sinecures and abuses without
end have ceased to exist. But still since the reform Bill the
Civil expenditure of the British isles has more than doubled. 'We
will hope that it may not be so in this ecountry ; doubtless much
room for reduction to counterbalance expenses will be found.

I might suggest to those who think the higher offices over
paid that they have but to compare the salaries with the market
price of labor. Tt has never been disputed that an educated
Kuropean must be paid at least three times as high as in Eng-
land, to induce him to come to India, and few men would accept a
;‘,udder judgeship who could get a county court judgeship in Eng-

and.

Perhaps, then, it may hardly be proper to reduce the salaries
of Indian judges, unless it 1s thought that ability inferior to that
of an average county court judge will suffice for the sudder ; and it
might be asked why an English government, which is so seru-
pulous of every vested right in every abuse in England, should
think that men who have cast their lot in India and mecapacitated
themselves for any other profession should alone have no claim
under the general doctrine of vested interests. But let t.ha,t pass.
I for one am fully convinced that the ecrisisis so serious that
almost any measures which might restore our equilibrium would
be justifiable, and I should think that every class must cheerfully
submit to any reductions which should form part of a great gene-
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tics. All I would argue is this, do not let him be a soldier and a
policeman at the same time.

Here then is our situation. We have raised an immense
body of native soldiers, many of whom have done our work in our
necessity. They have acquired drill and discipline. But their
work 1s now done and we do not want them longer. 'We only seek
to find some means of getting rid of them. On the other hand
all over India we want an organised police. Even in the Pun-
jab the Civil Police is the same as elsewhere. The Military Po-
lice are there also but Native Regiments which do no police
duties. In Oude the Civil Police has been dismissed, but the
military force has not yet been really shaped to civil duties.

I would say then again, let us turn our soldiers into Police

men. The men will probably by no means dislike the change
An option might, in fact be given them. Those who like police
duties might be permitted to volunteer. There will probably he
no difficulty whatever in thus disposing of half the Native Ar.
my: In fact I feel no doubt that we should be able to exercise
4 some degree of selection and to accept as policemen only mer

well fitted for that duty.

There are certain duties which can hardly be called police
the guarding of treasure and such like, - for which armed mer
are required, and I think that 1t might be advantageous anc
tend to the maintenance of the quasi military discipline, and tc
the personal supervision of the men that these duties should b
taken by the police rathcr than by separate corps. The play
therefore which I have always urged has been this, that ther
should be supplied for the use of the police of cach district, mus
kets, equal to about 1d. of the number of men, and that the
policemen should take it by turns to come into the Head Quar

ters, and perform for a time military duty under the eye of thei
officers.

I propose then that as each pfovince 1s completely pacified
2ds of the arms of the Military Police should be returned t«

the magazine and the regiments should be converted into a Ci
vil constabulary.

In Madras I would turn half the regular army (after it has
been weeded under recent orders) to the same purpose. The
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Bill for constituting an organized Police in Madras is about to
pass the Legislature. The moment it passes, let Government
announce the reduction of the Native Army, and invite the Na-
tive Soldiers to volunteer for the Police.

It will probably be better not to take over whole regiments,
but T believe that a large proportion of the Madras Native Offi-
cers are sufficiently young and good active men who would be
quite qualified for Police posts. Thus men and Officers might
be withdrawn in equal proportion. A large number of Turopean
Officers would be taken for the same duties. The remainder of
all ranks who prefer or are best fitted for Military service would
be brought together into half the former number of Regiments.
I propound this plan with deference to local knowledge. But
to an outside observer there seems no difficulty about 1t.

In Boml;ay there is already so much organized Police that
there might be there somewhat more difficulty in disposing of
the Sepoys. But many of them might doubtless be provided for
in the Civil Foree, and the Bombay Army 1s fortunately the
smallest, and in many respects, the best in India, and if it takes
the duty of Rajpootana and Central India it may perhaps be
sufficiently employed when spread over a much larger surface
than heretofore.

Throughout all the divisions of the Bengal Presidency we
have but to take the Arms from the Police Regiments already
existing, and to put them to Police dutics. The rest is mere:’
matter of Police detail, and I need not here dwell uponit. I
may mention one duty which would at once absorb with ad=
vantage some 10,000 Sepoys. I mean the frontier Custom’s.
line of the North-Western Provinces. There is reason to re-
joice that the Custom’s Establishments were not armed “{hen’
the Mutiny broke out, but the service is one which especially
requires a quasi Military discipline. Throughout a very long
line the ssnuggling of salt, to which there is the enormous temp-
tation of a duty of from 800 to 1600 per cent, is prevented by
the sheer occular vigilance of a line of Sentries about a thousand
miles long. Nothing could be better suited for Soldiers whose
arms have been turned into sticks. Here then we may provide
for a dozen faithful Regiments. If the North-West Military
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Police cannot supply so many in addition to filling the Police
we might get the required 10,000 men from Bombay. AndI
dare say that in other parts of India there are similar services
into which our Native soldiers and Officers might be, with great

advantage drafted.

The great argument for keeping up the Native Army has
always been that their duties of detall give thewm quite suffi-
cient occupation. A commandant of native Infantry would al.
ways tell you that his men were worked to death, and prove it
by his returns. DBut in truth this was the result of a false
system. To say nothing of the lax practice of Native Regi-
ments under which the number of men to a guard and to du-
ties of all sorts was unnecessarily large, the truth is that armed
Native Guards were employed for purposes in which their
arms werc only an encumbrance. Keeping up a large Native
Army it was just as well to give them something to do. But
in reality the duty of guarding an officer’s baggage over peaceful
roads, and in a peaceful country, and keeping watch over all man-
ner of peaceful things, could always be more efficiently perform-
ed by one unencumbered Chowkeedar with a stick than by a
whole guard of Native Soldiers. Now as our object is not to
keep up, but get rid of, those Soldiers, the whole of these duties
may be much more cheaply performed without them.

While most men are agreed that an organized Police is
necessary, they are also, I think, agreed that such a Police,
must be under European Officers. Real discipline is not to
be achieved through natives. We must certainly have Eu-
ropean officers, and the disputed question under whose orders
they are to act 1s, as 1 have already said, one of detail which T do
not here touch. In some shape it is quite clear, that a large pro-
portion of the Officers of disbanded Native regiments may be
permanently employed in real Police duties. But more than this,
it 1s certain, that the Civil Service is at present in numbers
wholly unequal to the work required of it, and the great im-
provement which I believe to be required in its organisation is to
give it a much greater breadth. Let it have much increased
numbers, receiving on an average a smaller salary per head, but
let there be a much greater selection for the superior appoint-
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ments. I think too that not only in its numbers, but in its du-
ties and scenes of action, the Civil service is too confined. There
is too little room for a variety of talent of different kinds. Eve-
ry Civil servant runs too nearly in the same groove, and the rule
which restricts particular officers to particular Provinces, and
renders Bengal almost unknown to the North-West, and Mad-
ras as unknown as Siberia, is in its strictness prejudicial
to the service. Local knowledge, and local languages, may be
useful to the mass, but some 1nterchange between the officers of
different Provinces, as well as different Departments, would be use-
ful. 1 would amalgamate the whole civil service of India, and
would inclade in the Civil administration, the Police and many
other offices. I would supplement the civil service, by prac-
tically altogether turning over to it the whole of the officers of
the native army, who are fitted for, and are willing to accept,
such employment. The vast injury which is done to the army
from the constant occasional transfer of officers to Civil employ 1s

I believe beyond dispute, and although selection (modified as
it is by patronage) might be in some degree useful to the Civil
branch, I do not think, that the retention of Military views, and
military ambitions, will be generally advantageous to officers in
Civil employ. IEspecially in the Police, the assumption by the
officers of a military character 1s injurious. They wish to turn
their Police into regiments, dislike civil control, and attach se-
condary importance to mere thief-catching duties. In every way
it is advantageous that an officer who takes civil employ should
elect it once for all, and that henceforth his interests and aspira-
tions should be Civil. I would therefore have it, that the whole
of the officers transferred to civil employ on account of the
breaking up of the native army, should be permanently placed
as officers unattached on a Civil staff corps. Let the indivi-
duals transferred retain their rights to pension, &c. as Military
officers, but in future let there be no transfers, and supply the
civil service by an increased number of appointments made on
modified terms to a broader service which will henceforth supply
Officers of Police, as well as Judges and Collectors and Treasury

officers.

By the transfer of a large portion of the present officers to
civil employ, and of another portion to European Corps, and to
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the command of Pensioner colonies, the officers of the native
Army will probably be reduced to the number required for the
reduced foree.

As regards that Force I will only say, that, as the advanta-
ges of regular and irregular troops seem pretty nearly balanced, 1
would prefer Trregular corps, simply because they are by far the
cheapest. 'With respect to the composition of those corps, and
the many different plans proposed, variety is every thing ; therefore
try a little of every possible plan. Have one regiment all Afghans,
one all Seikhs, one all Hindooostanees, one with companies of cach
clags, one with every class mixed in every company, and so on.
In short let no two regiments in the service exactly resemble
one anather.

I have sald that if we only reduce the native army?
we may reduce the European Force, to very mcderate pro”
portions. The late Mutiny and disbandment of the local Eu.
ropean Troops may have gone far to settle the disputed question
of locals or no locals. As an argument on the other side 1t may,
however, oceur to us that if ever unfortunately when there is but
one Kuropean Army it should happen (which God forbid) that
the men should become dissatisfied on any question effecting them
generally, and should learn their power, where then is Govern-
ment to find the remedy ? Military discipline is after all not a
matter of reason, but of habit and severe control, I have
no doubt whatever, that by far the greater part of our force
should come from England, and should be relicved at comparative-
ly short intervals. It has always been almost impossible to main-
tain a very strict discipline among European Troops permanently
located m this country. The company’s European Regiments,
brave as lions in action, were always disorderly in cantonments.

But apart from the strict question of Military discipline
and division, I advocate a certain local European TForce of no
dangerous magnitude for the purposes of colonization in accordance
with the views on that subject which T have already noted.
Government already draws from its local European force a
large subordinate European agency in many departments, and
I believe that it is from a similar source that the subordinate
agency of Furopean capitalists and others may be supplied.

The discipline of a regular Regiment, relieved from time to
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time from England, would not admit of the temporary withdrawal
of men for civil duties, nor would they gener ally be fitted for
such occupations,

My plan, then, would be this. I would have a very small num-
ber of local European Regiments, I would give them higher pay
than the line, and I would admit into them only men of special
qua,hﬁcatlons I would enlist for this special service, skilled
artizans and tradesmen, and men of a superior education and
receive no unskilled and uneducated recruits. With the oppor-
tunities and advantages which would be open to them, men of a
very superior class might probably be obtained in Dngland and
volunteers for permanent transfer to these Regiments might be
admitted from the general service. To such men I would look
eventually to settle in India, not as mere laborers, but as the
directors and teachers of native labor, and agents for the employ-
ment of capital. I would by all means encourage them to marry,
and make their position as desirable as possible. 1In every local
Reglment I would have Schools of art of every kind, and after
3 years’ service and proof of good character, and of an acquaint-
ance with the vernacular language, a man should have the option
of becoming a candidate for subordinate Government employment,
or a military colonist.

A military colonist would be a trained soldier, holding him-
self in readiness to serve Government, when required, and drilled
like a militia man for a certain number of days in ev ery year, buf
relieved from all ordinary military duties and receiving perhaps
half the pay of a regular soldier, by the aid of which he might
find colonization profitable, I would mark out circles for militar
colonists, bothin the Hills and in the plains. A province might be
occupied by a Regiment, and a District by a company of such .
colonists, over whom would be Commaissioned Officers pensioned
on similar terms, and themselves forming a superior class of
colonists. To men of this class, I would give every encouragement
in the way of a preferential employment for the furnishing of Govt.
supplies &c. &e. I would use the power of Government towards ob-
taining for them the limited quantity of land, which they might re-
quire, on the same equitable terms on which land is taken up for
public purposes. In short, they would not be ordinary colonists, but
colonists aided and pensioned by Government, and who would, in
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return, render to Government a military aid in time of need,
which would render them for the security of our power almost
as efficient as an equal number of regular soldiers. How infinitely
stronger would be our position, if all our Hill districts and all
our great plains Stations could be at any time held, and our
wives and {amilies protected, and the country in some degree kept
in check, by an organized military colony, leaving the regular
troops free to take the field to a man. I do not venture upon
further details of this scheme. I merely throw it out as one by
which we might obtain consldemble military strength, at a
decreased rate of expenditure, while at the same time we greatly
promote the advancement and improvement of the country. The
saving would be not only in diminished pay; we should chiefly
save still more in the Barrack and commissariat, and tram.port
and other expences, which render European troops so ruinous to
our finances. A military colonist might probably draw a hand-
some pension, sutficient to make his position casy, and yet cost
but a fraction of the gross expenditure upon a regular soldier,

Public works form a financial point of view I shall very briefly
touch. That a large expenditure towards developing the
resources of the country is our duty and our necessity, I as much
as any one feel. T assume, that we shall spend much upon Public
‘Works, but T do of all things deprecate the disposition which
seems to have grown up in England to place a fallacious reliance
upon Public Works as means of increasing the revenue. I believe
that in truth there will be no such result in this generation, that
in fact, we shall obtain very little direct return from by far the
greater portion of the money expended upon public works. It is
only in the gradual enrichment and improvement of the country
that in the course of future generations the effect may be financially
felt. Statistics are notorlously fallacious, and most fallacious of
all are those of the projectors of Public Works. But even mak-
ing every allowance for conventional exaggeration, 1 do not know
from whence 1s expected to come the increase of revenue. We
are told, that with the progress of Public Works the revenue
must doubtless encrease. But we have no distinct plan shewing
where the Revenue is to come from, and no general figures tested
by impartial persons ; nor are failures set off against successes.
In Madras where Government is the landlord of the country,
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there may have been some successful local works for the improve-
ment of local estates. DBut we do not find that irrigation com-
panies will expend their capital to obtain the fabulous profits held
out, without a Government guarantee. The Jumna canal is
almost a natural water-course, adapted by the Mahomedan em-
perors, and repaired by us. It may therefore well pay. But the
great Ganges canal is, [ fear, as a financial speculation a loss and
not a gain to Government. The interests of humanity it may
some day greatly promote. But my impression is that the Go-
vernment exchequer it will never benefit. At any rate we have
not had figures.

T trust that T may not be misunderstood. I am far from de-
preciating Public Works. I always have urged them, and always
will, In my own sphere especially urge them ; but let us not be
decelved in the expectation of a large immediate return.

There is one kind of work which if it does not repay in
money does amply repay in political strength. I mean the main
line of Rail connecting the distant parts of India. The force
supplied by southern India was just one year marching to the
Jumna in 1857-58. When the Railway on Lord Dalhousie’s plan
1s completed, and those troops can reach the most distant part of
India 1n 3 days, the accession of strength will of course be vast.
Giovernment now contributes largely towards the making of Rail-
ways, and In undertaking the whole risk it has surely earned a
right to demand that the great public interests should be first
consulted. It s, therefore, a subject of the most extreme regret
if 1t has been permitted, that imperial, are sacrificed to local, in-
terests. Yet is 1t not certainly so? Is it not the fact that
Calcutta, Madras and Bombay are each working the Rail for local
interests and local ohjects to the entire neglect of the lines of
imperial necessity ? We know the delay which has occurred, and
is likely to occur, in the great Gangetic line. Yet a succession of
petty local Railways about Calcutta have obtained a Government
guarantee, while the vital line from Delhi to the Punjab, is still
entirely neglected. But from Caleutta to Delhi we have tolerable
means of commumnication. It is communication between the gan-
getic valley and the west and south thatis most essentiall
required for political and military purposes. The Railway
from Allahabad to Bombay and from Bombay to Madras, wﬂl



(2t )

not only bring us much nearer to England, but will really unite
the empire now dissevered by the vast expanse of roadless Cen-
tral India. Yet what is the fact ? Ts there really the least pros-
pect of this great line being made ? See how the matter stands.
In Madras every thing has been devoted to a local Railway, not
running North-West to Bombay, but South-West to the ncigh-
bourhood of the Neilgherry Hills, and to the favorite Madras
Station. That Railway may be the most convenient for the
people of Madras, but it seems to me to conserve no imperial
interest. For those who would embark for Europe at the
nearest point, Bombay or Kurrachee must always be the point
of departure. Those who satling from Calcutta prb{br the ease
of an unbroken sea voyage, will’ hardly care to transship twice
and travel across country to aveid stzaming round Ceylon.
Yet the Madras local Railway may soon be made, while
the line from Madras towards Bombay has not been touched.
I think T am correct in that assertion.

Again in Bombay what is the state of things ? 1t has suited
Bombay to push on the Railto Poonah and the Bombay sana-
ta,rla and the stations beyond, although without any correqpond

line from Madras the 1mpernl object 1s lost. But in the
0the1 direction what has been done towards by far the most
important line in all India, that from Bowbay to Allahabad ?

Absolutely nothing.

I have seen with extrems disappointment, and regret that
even when working in this direction, the available strencrth has
been turned aside from the imperial object to one in which the
local commercial interests of Bombay may be more directly
concerned ; T find that the contract for the line to Oomrawuthee
and Naﬂpoor has been leased out. That local line is to take pre-
cedence of the main line to Jubbulpoor, and as rails are only
supplied at a certain rate, we may I fear regard the latter as
indefinitely postponed. It is exactly the same on the Bengal
side of Jubbulpoor. We have seen in the English papers the
attempt Which was made to use for another purpose the money
raised for the Allahabad and Jubbulpoor line. Thatit is true
was negatived by Government, but notwithstanding it is
pretty evident that the wishes and energies of the East India
Railway Company are not turned in that direction,
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I have recently made local enquiries on the subject, and
although there was an extreme discrepancy in the belief express-
ed by officials of different classes, the general inclination seemed
to be .almost to laugh at the question when the Rail would be
ready to Jubbulpore, as if one spoke of a thing which people had
not begun practically to think of. I certainly derived the very
strong impression that there was no prospect whatever of an early
and vigorous prosecution of this line. Sanguine officers of Go-
vernment may fancy that within a few years something will be
done. But in sober earnest I am oppressed with grievous doubt
that in reality the Railway communication between Allahabad
and the Western coasts is postponed to the Greek Kalends, and I
would beseech the attention of Government to the matter. This
unlucky line appears to be pushed on by no local interests; it 1s
only the Empire and the general public that are concerned.
Without vigorous and peremptory Government action, it will
probably be neglected. Why should we have railways to unknown
places in Eastern Bengal and Oomrawuthee and Ahmedabad, and
Salem, and obscure places on the Madras coast, when the back-
bone of our communicationis utterly neglected ?

It 1s all very well that private enterprise should be devoted
to private purposes, but why should the Government guarantee
go exclusively to those purposes? Why should the Government
which pays the interest, not obtain in this generation the line
which would really conserve the public intevests ?

As a reason for preferring trunk to local and branch lines, I
would also urge not only that in England these latter generally
ruin the parent line, but also that in the greater part of India; we
may have the best metalled roads in the world and absolutely
level at an expense of about £ 500 per mile. They are constructed
solely of indigenous material, and 1n no way come mto competi-
tion with railways in the market. Théy are for transport, the
next best thing to railways witness the Grand Trunk Road from
Allahabad to Delhi; and they save the disproportionately large
. expense of locomotive power. For the cost of one mile of
railway, we may have 20 miles of metalled road; I would there-
fore say let us have in this generation trunk Railways, and metal
roads to feed them.
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The Land Revenue I only touch to say, that I do not here
discuss the great systems of Land IRRevenue management, because
I do not look to this source for material improvement of our
finances. I believe that whatever be the system followed, it can
only lead to a better distribution of the land revenue for the
benefit of the country and the people, and I should hope for such
re-adjustment as may make the burden fall lighter. Direct gain
to the exchequer is not to be expected. On the contrary, I should
consider it to be one of the principle objects of a revised taxation
that we might be enabled at some sacrifice, to give to the land a
more stable value, and to make it more than now of the nature of
fixed private property, and a source of accumulation and wealth
and mvestment. T am one of those who do not believe that a
panacea for all the ills of India is to be found in any one system
of Land Revenue. I feel that the further we go in this strange
country, the more we learn our ignorance, and I sympathise with
the ancient officer who after a life spent in the Revenue service
said that he did not yet understand it himself, and therefore
could not explain it to any one else. We all have our theories,
and I belicve that India is in most respects one country, and that
the same principles are applicable every where. But there is a
great difference in local facts and population and history and
circumstances. The only conclusion I have come to is this, that
we cannot be so confident of any theory whatever as to justify
us in attempting to destroy the tenures which we find existing.
After all I believe that our duties in connection with the land
Revenue should be in the first instance for the most part judicial.
I think that we should fairly ascertain the rights which we find
to exist, and should maintain them till they are legitimately alter-
ed. While the systematic breaking up of the village communities
which we found in Madras can never be justified, we may in some
places have found a pure ryotwaree system which 1t was necessary
in the first instance to maintain. No one will deny that 1t wag
right and necessary to maintain and cherish the pure and perfect
village communities which we found in the Punjab, and although
there has heen much misapprehension in regard to the nature of
the extremely varied tenures of the North-Western Provinces, and
I believe that nothing has occurred during the rebellion to shew
that, the original principles of settlement were wrong, I also quite
feel that where we have found the system which is called Taloog-
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daree really existing as a permanent and well rooted institution,
we were bound to maintain it. I believe that a system of violently
and suddenly over-throwing the superior tenures in favor of in:
ferior holders, was in the highest degree unjust. But T think that
this injustice will only be exceeded, if without Judicial enquiry,
and following an uncontrolled re-action of public opinion, we
roughly over-ride the rights of inferior holders and deliver them
over to those whom we arbitrarily, with or without right, choose
to place as superiors over them. Allis not pure and unalloyed
gold in the favorite theory of a day.

T hatve no doubt that in the existing state of the country, the
only real improver is the small proprietor or privileged tenant of
his own fields when lightly assessed and well to do. The small
farmer class exist every where. The only question is through
whom Government is to deal with this class, and that I do
not now discuss. I will only say that for the purposes of future
improvement and colonization it seems absolutely necessary to
introduce some greater sinplicity and security of tenure. I would
have it that the privileged ryot, call him by what name you will,
and deal with him through whom you will, should be made, sub-
ject to prescribed and limited obligations, a dond fide beneficiary
holder and proprietor of his own fields, and should have every
encouragement to invest in them his little saving, and to encrease
their value and make the most of them without being liable to be
further taxed for the benefit of another. But on the other hand
all those tenants who are not adjudged to possess so much right
(and such are the cultivators of many estates) I would absolutely
and without reserve make tenants at will (of course encouraging
leases) of the recognized proprietor so that the proprietor should
be (as he very seldom now is) really proprietor of his own land,
and it should be possible for capitalists to acquire such land out
and out, and to make the most of it. We are bound to afford
facility for the new state of things which must arise with coloni-
zation and civilization.

But I am departing from my present subject. What I have
said of the land only amounts to this, that I look to improved
management as the means of improving and enriching the
courttry, but by no means as a source of increased Revenue.
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In devising new taxes, I would deprecate fvo much innova-
tion. The natives are strange creatures, we yet hardly know
them. DBut this at least we do know, that our Revenue system
has not aggrieved them. Hitherto they have borne our imposts
contentedly, and whatever real grievances they may have against
us, our Revenue administration has probably been a set off in
our favor. They have at least tolerated us. In our necessity
the people have not risen actively against us. If they had, our
situation would have been very different. We have learned by
experience with how few soldiers, we can maintain our rule
among the people upon our present system. I would then most
especially protest against any tendency to urge that the deficit
can be safely met by new taxation alone; that in fact we may
thus raise the means for maintaining our increased army.
Such a plan might be dangerous, and would certainly be
injurious. If taxes and soldiers must go together, rather let us
dispense with both, and let us reign cheap and inglorious with
few soldiers over an unresisting people. I consider that the main
measure of finance is the reduction of the Military expences rather
than increased taxation, and I would not attempt taxes which
would involve the permanent retention of our military force.

In fact, I confess that I view with great apprehension the
present apparent disposition to rely principally on direct taxes.
In the countrics lately re-subdued, such taxes of small amount
may probably be collected without very serious opposition.
Whether it would be so in other parts of India T should think
very doubtful. I make no doubt that we may fairly, and with-
out insuperable difficulty, enforce small direct and considerable
indirect taxes, and such as fall on a limited class. But my
impression is this that, if we fix direct taxes at a pitch which will
make them really remunerative, then although by firmness and
severity in the first instance we may perhaps enforce them, 1t
will not be prudent to attempt to do so without maintaining a
large army, and that whatever we get by the tax we shall spend -
on the army, and so after all the result will be negative, except
mn the odium and burden which will result.

I do not mean to assert that we should require a very large
force compared to that used to enforce unpopular contributions
on conquered countries in other parts of the world. We could
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probably do what is absolutely necessary with our present mili-
tary force, if we use it unflinchingly and make that force pay
itself. But I am deeply convinced of this that so long as
we keep mainly to the accustomed revenues, with the addition
only of some indirect and special taxes, India may be governed
in safety and security by a wonderfully small military force pro-
vided that foree is so composed that 1t 1s not itself’ a source of
danger  And it would be very much better for India, as well
as for England, to govern in peace a contented people than, to
adopt. an Austrian system, and collect by bayonets the revenue
that 1s to pay bayonets. I think that by indirect taxes on tobacco
and such luxuries with so small a direct taxation as is not likely
to provoke serious opposition, we may obtain funds enough to
keep up all the army we require, and to administer the country
beneficially besides; while on the other hand I believe, that, if
we would raise 3 or 4 millions sterling by direct taxation we can-
not spare a man of the 100,000 Europeans necessary to counter
balance the great army of natives which would be more Im-
mediately employed, and that even then we shall run a risk
in India, besides perpetuating an intolerable drain on England.

If it be proposed to make new taxes local to certain parts
in the country, T would observe, that while this would destroy
their productiveness, we rust also remember that even if we can
of any degree blame the people generally for the anarchy result-
ing from the mutiny of our army, it is certain that the wealthy
classes whom we now chiefly desire to tax, have . suffered enor-
mously from the anarchy in which we have failed to protect
them. I should doubt whether at this moment the upper classes
of the most disturbed districts are really in a condition to pay
very heavy direct Taxes; while on the other hand those of dis-
tricts less disturbed fancy that they have not deserved, and may
be less than ever inclined to pay odious imposts. I would ask
whether if there were local emeutes at Surat or Trichenopoly or
Dacca in opposition to such taxes, Government would be pre-
pared to go in at once with military force and put down by
prompt and severe example. That would probably be sucecessful ;
but any thing like merciful compromise would greatly weaken us.
Iam not sure that it would not be well to avoid the complete
suppression of the native press which is now the policy in some



( 30 )

provinces. As it is we know far too little of the native mind, and
perhaps during chariges 1t nnfrht be well to hear the worst they
have to say of us.

So much T have said by way of warning against going too
far. But seeing that our normal Revenue (increased Military ex-
penditure apart) is certainly too small for improvement. I have
no doubt that some new taxation is necessary, and I think that
gradually and tenmtlvely we should introduce the small end of
Taxes, such as prevail in civilized and wealthy communities.

There can be no doubt that whatever the effect on the re-
sources of a country of the absorption by Government of the
greater part of the rent of the land, that rent, being the proper:
ty of the state from time immemorial, can scarcely be considered
a Tax on any individual member of the Community.

The Opium Revenue also is a peculiar income paid by
China, not by India. Consequently the proper taxation of India
is undoubtedly very small indeed. It consists in fact of only
these four items.

The Salt Tax, nearly univer sal but quite unequal 1n different
parts in India.

The Excise on Spirituous liquors paid by a very limited
Class.

The Sea Customs, confined to the foreign trades while the
traffic between all the countries of this Continent is left entirely
free.

The Stamp Tax, which 1s principally a substitute for the
fees payable in Courts of Justice.

The whole of these Taxes throughout the whole of our vast
Empire have hitherto yielded ouly about 5 Millions Sterling per
Annum, of which sum Salt alone gives upwards of half. That is
no doubt a very light taxation, and in some shape or other a
considerably larger sum may no doubt be collected without real

hardship.

The popular European feeling has run very strong in favor
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of what 1s called taxing the monied Classes. Itis-said that the
accumulators of Capital are those who chiefly benefit by our rule,
and who pay least for our protection. Some truth there is no
doubt in this, but I think that there isin many of thé plans put
forth a good deal of fallacy and a great deal of exaggeration ;
and T especially feel that, however great reason there may be,
there are practical difficulties in the way, because the wealthy
can only be fully taxed by direct taxation, and our social isola-
tion presents insuperable difficulty to the inquisitorial progress
which' 1s necessary to such taxation on a large scale.

I think that the accumulation in the bands of Capitalists of
tangible and taxable wealth 1s exaggerated.

I doubt the pohcy of taxing traders alone, while we so much
study to relieve trade. We have abolished all the transit duties
of our predecessors, undoubtedly alarge source of income. Will
a direct Tax upon traders yielda large income more willingly paid,
and less likely to fall on the consumer ? I very much doubt it.
I think that our income under such a system would probably be
small, the odium great, and the incidence upoun the consumer as
inevitable as ever. A Tax upon Bankers as distinguished from
other Traders, I consider to be, under a, Civilized Government,
unjussifiable and in fact altogether a delusion, We may, if we
would return to the finance of Richard the 1st, once for all seize
the Bankers and extract their teeth till they pay large sums,
but we should certainly kill the goose that lays such golden
eggs. Among the Native States although occasional and 1rregu-
lar aids may be obtained from Bankers, any thing like a system-
atic taxation of this Class is wholly unknown; on the contrary
every Native Chief is anxious to attract Bankers to his territo-
ry as the distributors of wealth, and they often grant to such
men many privileges. In fact what is a Banker ? and why should
he be especially taxed ? He is simply a trader in Money, and he
ministers most directly to the necessities and convenience of the
community. By all means let him pay taxes in common with every
one else. But a special tax upon Bankers 1 believe to be unjust,
inexpedient, and unprofitable.

Still T would certainly as much as possible tax not parti-
cular :lasses of wealthy men, but wealthy men in general. I
would have’some special taxes on the luxuries of the wealthy



I would tax their outgoings rather than their incomings, both
on grounds of general policy, and becanse we can in some measure
ascertain the degree of expenditure when we can never hope even
approximately to estimate income. I would lay vpon the luxu-
rious expenditure of the Upper classes such taxes as are paid by
the same classes under the name of assessed taxes in England.
I would strictly limit these taxes toa small class of wealthy
men with whom the mass of the community would not sympa-
thize. Taxes on Servants, equipages, &c. would, therefore, be
confined to men who keep large and expensive Establishments.
T would not tax the one or two servants of a man of the middle
class.

I would, then, impose taxes on the rich somewhat such as
the following :—

Omn servants exceeding three in number.
On all Equipages, Elephants, and horses above a low standard,

QOn houses worth more than Rs. 5000
On all marriages and festivals exceeding a certain sump-
tuary scale.

On titles, dignities, and privileges.

On guns and other weapons.

And probably other luxuries proper for taxation may be
suggested.

Power might be given to the European Collector to com-
mute the assessed taxes payable by any individual for a fixed
sum as in England.

So much taxation of the rich I would then advocate, but of
this [ am thoroughly convinced that the financial result would be
comparatively small. It is so in all countries. A tax never
draws well till it reaches the mass of the people. It is so 1n
England, and how much more so will it be the case in India
where the rich are comparatively so few, and the poor so many.
Something the tax on the rich will no doubt, yield at once,
and something we may gain for the future by initiating a taxa-
tion which will increase with wealth and civilization. But for
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our major revenues we must look to a broader basis,

Turn we, then, to taxes of more universal application. The
first and greatest question is this, whether we shall prefer direct or
indirect taxation, and I have already alluded to my objections to
the former. All history, and all experience show, that direct tax-
es are unpopular in all countries, and that they are especially un-
popular in India, where even in a minute form they have al-
ready on some occasions excited a popular resistance usually
foreign to the character of the people. That direct taxes le-
vied from a large proportion of the population will be detest-
ed is, T think, unquestionable.

Still greater is the difficulty arising from our cntire so-
cial isolation from the people. Of all things direct taxation
most especlally requires a thorough knowledge of the affairs
of the taxed. He who levies direct taxes must thoroughly
know where, and in what proportion, to levy them. In some
shape or other, a direct tax is an assessment upon means. An
absolutely fair and just assessment falling in equal proportion
upon all would be without doubt, howcever unpopular, the
most equitable of all taxes. Andamong our own people such
taxes can be levied, if not fairly, at least without so enormous
a scandal of inequality as to make them totally impossible in
times of necessity. Dut in this country, we are socially blind
men, walking among the people. We are utterly without the
power to attempt an equitable assessment. If we do attempt
1it, we shall either fail to realize revenue, or we shall assess so
unequally, as to provoke hatred and fesistance in a very high
degree. I am not so confident in myown opinions, or so
hopeful about our finance, as to wish to reject experiment even in
direct taxation. DBut I certainly would not at present attempt
to raise a great revenue in this shape, since, I believe, that b
reduction and indirect taxation, our difficultics may be for the
most part met.

I shall now notice brleﬂy the particular direct taxes (besides
the special taxes on the rich) which have been most seriously
advocated.

Ist. A general income and property tax.
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Some people would levy a percentage on all income after
the recent BEnglish fashion. But I think that the objections
which T have already urged to direct taxation particularly ap-
ply to thisits primary form, and that to impose anything like
an equal or practicable general income tax, would be simply im-
possible. Liook around ; which of us has the least idea what is
really the income of any of the natives around us? Let him try
to find out and see how far he will succeed 1n the attempt; and
how much less likely will success be when the object is taxatino ?
Probably the only result would be, a general concealment of
wealth. People would bury their capital in the ground instead
of turning it to any profit. Sincerely I Dbelieve that an income
and. annual property tax is out of the question,

29nd. A succession duty.

This T consider to be practically to all intents and purposes, a
property tax. It is a tax on property paid, not annually, but once
in each generation, or allowing for collateral successions, we might,
perhaps say, on an average twice in every generation. The tax
is not so objectionable as an annual income tax; but I think
that in common with all schemes of direct taxation of property
and income in this country, it labors under this great disad-
vantage, if imposed at a heavy rate, that while it cannot pos-
sibly be carried out on all with any cquality, or certainty, it may
{ull with very exclusive force on all holders of Government secu-
rities, and of investments of a European and tangible character.
That would be impolitic .and unjust in ordinary times. It is
most undesirable that those who trust their money to Govern-
ment, or invest in Railways, or in houses in cantonments, or in
Steamers on the Ganges, should be taxed, while wealth sunk in
the old native way 1s exempt. Here in Lucknow the thing has
been illustrated. We have had a war amercement: but in
practice it has fallen almost wholly upon the holders of Go-
vernment securities. House property only hus mm any degree
shared the burden. The said-to-be-untold wealth of Bankers
we know not where to find. A man may be worth a lac or a
erore.

I should have no doubt that we are fully entitled to tax a
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permanently settled Zemindar upon his property, in common with
all other persons, and all other property ; butif in practice the
tax only falls on certain special kinds of property, it will be
unjust to the permanent zemindar as it is to the fund holder.
From temporarily settled estates I do not think that a special
tax could be taken with any advantage. I should be glad to sce
a special tax on maafee lands considered not only as property,
but as assignments of revenue.

Upon the wholc T do not think that a general succession
duty fixed at such a rate as to yield very large financtal reliel
would be at present expedient. Buat admitting the principle of
the tax to be fair, and looking to present experiment and fuburs
increase, I think, that a succession duty might be, with advantage.
imposed at such a rate as might give no great temptation to evade
it, and might be not unwillingly paid, asthe price of a Certificate
of succession, which a Native might look upon as a kind of title
to, and sccurity for, the property. Something appreciable woulii
thus be derived to the Revenue. I would fix the tax at say 3
per cent, and strive, as far as possible, to realize it equally fromall.
The right to property on which the tax is not paid would he
forfeited so far as a legal remedy is concerned.

3rd. A House tax.

T have no doubt whatever that this is the fairest of all di-
reet taxes. DBuaf unfortunately it is everywhere the most un-
popular, and it is particularly so in India, as our experience of the
small chowkeedary tax in towns has shewn. A universal house
tax 1s open to this ohjection, that if imposed on the mass of
agriculturists, composing perhaps two-thirds of the whole popu-
lation, it would be practically felt in little other Iight than as an
addition to the land tax. A ryot considers his house part of that
for which he pays his rent, and T hardly think we could lay fur-
ther direct tax on this class with fairness, or expediency, or con-
sistently with the settlement arrangements, in temporarily settled
districts. Om the other hand, a tax on the houses of non-agricul-
turists only, will be very much the same as one on trades and pro-
fessions, and it would not be desirable to impose two similar taxes.
A house tax would certainly be levied on the occupiers rather
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than the owners of houses, and it would only be a question whe.
ther to assess according to professions and supposed earnings, or
according to the house. I think the former would be upon the
whole the least unpopular, and I should prefer it. A mere house
tax might come hard on decayed needy disaffected people living
in large old houses. On the whole, I do not doubt, that by a ge-
neral house tax unflinchingly earried out throughout all India, a
considerable sum, say one million sterling per annum, might he
realized. But still the doubt strongly arises to my mind, whether
1t would be worth our while to assess and collect an odious tax
over so vast a surface for such a sum as I have mentioned. I
would rather avoid it ; I do not think it would pay the soldiers
required, and I would prefer avery mild form of

4th. A tax on trades and professions.

This plan seems to be very popular. Itis therefore a cun-
ous circumstance that it is in fact, I believe, absolutely identicalwith
the much abused “ Muturpha” of Madras. But for my own part,
I find 1n this its chief recommendation, inasmuch as I recognize
an old and general native tax, since, as I have said, I am’all for
small armaments, and not unpopular taxes. Custom is every
thing in this country, and the “ Muturpha” is a thoroughly estab-
lished custom under native rule, and not by any means forgot-
ten in our own territories, where itis frequently levied by Ze-
mindars and others. 1 should explain, however, that it is in na-
tive states a light tax, and not an extremely large source of re-
venue. “Muturpha” is an Arabic word derived from © Hirfut”
a trade, art, or cunning. “Atraf” or “Itraf” is an artizan or
tradesman, and in the Punjab and Cis-Sutledge States the tax is
well known as the “ Atrafee” tax. According to the Arabic form
of derivation we have “Hirfat,”  Atraf,” “ Muturpha.”

Native Rulers with that self-taught, but sound political eco-
nomy which we so often find in India (where the artificjal res-
trictions of Europe have not had a place ) are generally indisposed
to tax traders and shop-keepers, and the “Muturpha” or < Atrafee”
is levied more generally from artizans and manufacturers than
from shop- keepers. But the latter are alsoliable to be included
in the tax. T have already argued against the too great disposi-
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tion very heavily to tax traders alone,‘ but T have no doubt that
the shop-keeper class do not pay sufliciently for their protection,
and that they should now be included in any general < Muturpha”
tax ; while as the richest and making the largest income they should
pay the heaviest rate. Lhave in fact always advocated rctention
of the old Atrafee tax, with the idea of possibly making it a
nucleus of future taxation, and I now do not object to the general
trial of a very moderate tax of this kind. But T think that it
. should be ‘extremely moderate. To make it productive, we must
extend it very widely over an immense class.  In fact almost all
non-agriculturists practising any trade or profession must pay the
tax. A hcavy tax of this kind will be new to the people, and will
provoke very serious dislike and opposition.  'While on the other
hand a tax limited to the class of shop-keepers alone would
be less productive, would injure trade, and would eventually fall
upon the consumer.

37 )

The tax could not be imposed according to any exact calru-
lation of actual income. The only distinetion which we could
make, would be to divide the payers into 3 or 4 classes.

For the present I would not attempt higher rates than the
following :---

Ordinary laboring artizans, Weavers, &c., 1 Rupee per annum.

Superior artizans and small shop-keepers 2 Rupees ditto.

Superior shop-keepers, <o ... ... 10 Rupees ditto.
Large Bankers, traders and professional
men of a high class, .o «.. 100 Rupees ditto.

I should think that we might with great advantage let out
the right to make these collections in rural villages, &e. to the
superior zemindars, and would recommend that course, which
would bring Government less directly into collision with the peo-
ple, and would enlist the power of the land-holders to colleet
the tax. Otherwise it might well be doubted whether the
receipts would at first repay us for the trouble and odium of col-
lection.  As itis 1 have considerable misgivings about the expe-
diency of the tax if we would avoid all oceasion for the use of
force.  But opinion is strong for some such taxation, and this,
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I think, isthe least objectionable form. A Tax on tobacco
would fall very much on the same classes, and if a large and pro-
ductive Tobacco Tax were successfully imposed, I should hesitate
to cxaet the direct tax ab the same time. If we place no customs
or other tax on internal trade, a small license tax on shop-keepers
only, might be tried experimentally. '

Before going from direct to indirect taxes, I will touch on the
stamp Revenue, which stands somewhere between the’two, but
is chiefly a direct tax, and to this I may add, as a source of Reve-
nue, fires.

My own opinion is against any very large increase of Reve-
nue from Stamps. However proper may be a re-distribution of
Judicial fees, T do not think that we can properly enhance the
total of the charges upon justice, especially considering the very
inferior quality of the article supplied.

On the other hand to Stamps as a tax on commercial and
social transactions there is in much force the objection which 1
have already urged to other direct taxes, viz, that our social isola-
tion is so complete, that we shall be unable to enforce such a tax.

The calculation of deriving a lac or two from the stamps upon
Foreign bills, &e. among the European communities of the Pre-
sidency towns, is hardly large encvgh to find a place in Imperial
finance. To make the tax pay, we must extend it to the native
mass, and if we attempt to do that, 1 fear that we may not only
fail but may cause great injury by invalidating the documents in
common use among the people, and iaducing evasion or even the
disuse of openly attested acknowledgments.

If we are to require a stamp upon Hoondees and receipts all
over India, how are we to enforce it ? We can only withdraw the
legal sanction. But if the Natives choose to carry ontheir ex-
change transactions in their own way, trusting to their own in-
digenous mercantile faith, how can we prevent them?

If one man chooses to give, and another to take, and a third
to pay an unstamped Hoondee, by what inquisition can we put a
stop to such transactions ?  And will not such be the common
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practice? I suspect that it will. Again, as to receipts, we may de-
clare unstamped receipts invalid, but I should fear that the great
majority of the people will still not use stamped receipts, and
that the result will be uncertainty and great temptation to breach
of faith.

Fines formed one of the recognised and considerable sources
of revenue in every Native State. Every offence was punished
by fine, and it is probable that by this means, and by “ nuzurs,” and
presentq ahd benevolences, a native ruler in some degree manages
to effect that taxation of the rich which he does not ‘system&tlcal—
ly attempt, and which we can hardly achieve. We must limit
oursclves to judicial fines, and this can never be a very large
source of revenue, but stlll I have no doubt whatever that when
a man has the means of paying a fine really proportioned to the
offence, it is perhaps the best of all punishments besides being
the most profitable to Government. I heartily concur in the re-
cent disposition, especially in the non-Regulation Provinces, to
usc fine more largely as a punishment, and hope that the system
may be in some degree a source of appreciable Revenue.

I next go on to indirect taxes whch I have already argued
to be from the nature of man the most politicand expedient all
over the world, and more particularly soin India. T also here re-
peat that a(,knowledtred principle of finance that a tax really to pay
must touch the masses ; we must never lose sight of that. Tax-
es on the luxuries of the higher classes will alw rays be in theory
the favorite with many people and so far as it 1s possible, by all
means tax those luxuries; but a really Imperial Revenue to mect
great imperial necessities can only be derived from a very broad
Dasis. I have already proposed special taxes for the wealthy, and
I now assume that the general indirect taxes which we are about
to discuss must be those which touch great masses of the popu-

lation.

Suach taxes may, I think, be divided, into threc classes :--—

Ist. Taxes on the primary consumption, the necessitics of
the mass, which should be extremely moderate if they are im-
posed at all

2nd.  Taxes upon luxuries in common use, which are pro-
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per taxes, and may be fixed at a tolerably high rate.

Jrd. Taxes on what I may call, the intemperances of the
people, 7. ¢, luxuries which used in any cxcess arc productive ol
moral and physical injury.

These latter taxes are in every way the most proper of all,
and may with advantage be raised to the® very highest point
which consists with their realization, in fact simply to the point
which will raisc ' the highest amount of Revenue ; since by such
taxes we not only raise a great Revenue but benefit the people by
limiting a deleterious consumption. On this point I do not think
that there can be doubt or dispute.

Accordingly we find that in all civilised countries the larg-
est proportion of the Revenue is derived from taxes on the in-
temperances and luxuries of the population, from spirituous liquors,
drags and tobacco, and from customs duties on articles ol luxury.
In England 4-5th of the Revenue is drawn from these sources not-
withstanding the apparent number and severity of other taxes.

On these principles, then, let us review the indirect taxes le-
vied or proposed to be levied in India.

1st. Opium.

Although this revenue is for the most part not paid by the
people of India, I notice it as our greatest source of income after
the land revenue. Lo the prineiple of an excessive tax upon this
luxury of intemperance, I do not think that there can be any pos-
sible objection. = It may be true that Opium is not more delete-
rious than spirits ; possibly 1t may even be that on minute com-
parison it is less so. But in Asia we all know what an Opium
eater 1s, Just as clsewhere we know what a drunkard is, and there
can be no dispute that whichever is the worst, opium eating and
spirtt drinking are things of the same class, constantly tending
to excess, and m excess the worst of vices and the most destrue-
tive of diseases. We may therefore tax Opium as well as spirits
to the highest point of productiveness. That point has probably

~ been reached as regards Bengal Opium, perhaps in some years
. even surpassed. '

Al ) . v "+ -
The Revenue is a most legitimate one with which we cannot
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and will not dispense. The only doubt concerns the form in
which it is now collected, and T confess that I regard the Grovern-
ment traflic in the article as under all the circumsbances a very
great evil. After some enquiry I have never been able to under-
stand why an export duty accompanied by a prohibition of all
cultivation, and unlicensed traffic within 8 or 400 miles of the sea,
should not bring in the Revenue in Bengal as well as in Bombay.

Tt must be remambered that the cultivation and the traffic 18, and
always has been, free in Oude, Nepal, Rewa, and othernative states ;
and that, notwithstanding, there has never been any reason to sup-

pose thas illicit Opium from those states has been successfully ex-
ported to sea, although there is not on the frontiers of those Na-

tive States, any est: Dlishment sufficient to prevent Opium from
being brought over the frontier. The prohibition of the traflic
in Bunﬂal proper, and of the export to seais found sufficient.

™ then we can thus prevent the illicit exportation of Nepal
or Onde opium, why should we not equally prevent exporta-
tion from our own Upper Provinces. Leave the trade free above
a certain line, and raise the Revenue by the same system of
passes which succeeds in Bombay. I should like to see the
system tried. The Government Opium Agencies with their
buildings, stock, and good-will might be sold 0 great mercantile
houses, “which would find it to be their intcrest to maintain the
quality, and the sterlmg mark which 1s said to give the company’s
Opium its value in the eyes of the Chmese

I successfully opposed the introduction into Oude of the
system of Government cultivation, and mono-purchase of Opium,
because I thought that it would not benefit the Revenue, and
would only be an extension to another Province of an objection-
able system. The cultivation is free but for the benefit of the
people and of the revenue, the monopoly of the retail sale of
Opium intowns and bazaars is lcased out to contractors on exactly
the same system which is followed in all the upper provinces
with: respect to spirits and drugs.  In this manner, a considerable
income 1s realized, whereas in our older districts the sale of Go-
vernment Opium for local consumption is merely nominal, and the
revenue nil, illicit Opium being there universally used.

I add anextract from a note on the Qude Opium ques-
tion. g .
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“T am opposed to the extension into Oude of the system of
Government mono-purchase in any shape. T observe that the
removal of the restriction on the cultivation of Opium is strongly
advocated by Mr. Muir, and the Agra oard of Revenue, on the
ground that the cultivators are thereby deprived of a protitable
staple. In this view I do not quite concur, hut T come to ncarl
the same conclusion on different grounds. { think that the im.
portance of the staple as an article of agriculture is somewhat
over-rated, that it is o important only in places where it is culti-
vated to an unusally large degree in consequence of its prohibi.
tion in other parts: that there is not rcom for its very great
increase generally ; that in immensely increased quantities, it
could not be sold at the price which yields such a profit to Go-
vernment ; and that the advantage in an agricultural point of view
of what increase there might be in Districts from whicli the res.
triction was removed, would be counter-balanced by the evik
resulting from a cheap and plentiful supply of Opium to our own
subjects. As regards, then, the actual merits of the present sys-
tem of Government monopoly by which a Revenue is raised on
the Opium exported from Calcutta, [ believe that it has some
advantages, and that mueh may be said on both sides”.

But it seems to me that the current of public opinion in
England is very strongly set against the traflic in Opium on the
part of Government, and that the more direct administration of
India by Her Majesty s Government, and consequent more direet
action of English popular opinion on Indian affairs is not likely
to promote the continuance of this unpopular Government traffic.
My individual belief, therefore, is that the Government Opium
traffic is doomed, and that the sooner we devise some means for
realizing the Opium Revenue by a proper tax instead of by Go-
vernment dealing in the article, the less risk we shall run of
losing the Revenue altogether by the force of a dammed up popu-
lar opinion at last bursting the barrier. I would, therefore, de-
precate the extension to Oude of the old system”. '

There is at present an anomaly in the difference in the actual
rate of duty realized from Bombay as compared with Bengal
Opiam.  The duty or profit derived from the latter has, I helicve,
of late years averaged about Rs. 1,000 per chest, while in Bombay
1t has been but Ks. 400 per chest, and is now to be raised no
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higher than Rs. 500. There seems to be no tendency to smuggling
in Bombay, and as I have already said, I cannot find that the
higher rate in Bengal is really due to the monopoly. Upon the
principle, therefore, of realizing the rate most profitable to the
Revenue, I should think ‘that dune precaution being taken, the
Bombay rate might pe raised, to the great increase of our Revenue,
to say, Rs. 800 per chest, which rate may probably be in ordinary
times a fair standard for Bengal also.

2nd. Indirect tax. Abkal'r)';

I have already said that the excise on spirits is one of the
most proper of all taxes, and should be raised to the highest profit-
able point. That I 1magine is not disputed. All will be agreed
upon that. The smallness of our Abkarry vevenue isnot due to
any moderation of rate. In fact usually Government does not
fix a rate, but lets out the Abkarry contract of each district to a
contractor who makes the most of it, and fixes the rate simply at
the point which he finds to pay best. If spirits are cheap, it1s
only because the contractors find, upon free trade principles, that
small profits on large sales really pay best. Higher rates may
benefit the morals of the people, but it may be doubted whether
they will incréase the revenue. The fact is that the Abkarry
revenue is for the most part derived from a very limited class of
the Jower population.

The great mass of the people of Tudia do not consume spiritu-
ous liquors.

Our largest Abkarry Revenue is realized from our own large
cantonments and Stations. Hence it is that the income is not
large in proportion to the general population and size of the
country. Ido not think, then, that we can here tind any great
financial relief. It isa matter of administration, not of finance.
We are all already agreed to levy the greatest possible Revenue
from liquors. Tmprovements in administration may very probably
be made, and if higher rates and repression of drunkenness
are attainable without great loss of income, the benetit will be
oreat  But speaking financially, 1 do not think that more can
be said upon the subject.
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3rd Customs.

To the general principle of increase of the sea customs on
account of our financial difficulties, I do not think that objection
can be made. DBut tillit is seen that the special rate imposed
upon articles of European consumption, and for the most part
upon them alone, is balanced by corresponding taxes upon the na-
tives, the European community will certainly complain. It has
struck me that perhaps some articles of native luxury which
would bear an excessive tax are imported by sea; for instance
spices or what are called “ Keranah ; ” perhaps a duty of 100 or
200 per cent on such articles might bring in a considerable and
not unfair Revenue.

On the subject of Customs this must be borne in mind, that
the present Sea Customs are a very partial and hmited tax in nd
degree corresponding to the customs levied in other countries.
As compared to European countries, India is a continent, not a
single country. Now we have abolished all internal customs hines,
and made the coasting trade quite fiee. The traflic between the
different countries, and provinces of India in so far as we are con-
cerned is absolutely untaxed. Tt isasif in a European country
all trade with Europe were frce, and duty were only levied on the
trade with other continents. India 1s, too, a simple and self sup-
porting country ; the imports from other continents are very small
compared to the population. Hence the smallness of the customs
receipts and the circumstance that so large a propertion of these
receipts are derived from the consumption of the Xuropeaus.

‘Whatever, then, be the advantages of free trade, it is, T think,
to be borne in mind as a financial resource that 1t is always pos-
sible to realize a large revenue from internal customs lines. Pro-
bably this might be done without any very excessive hardship.
Evils and great evils there certainly would be. But under a well
managed system they need not be mnsuperable.  Internal Customs
formed a large source of Revenue of every native state. The
people are thoroughly accustomed to the impost, and there would
not be the least chance of the slightest resistance to a tax of this
Iind. Inthe disordered and divided state of India, these transit
taxes were levied 1n so minute, vexatious, and intolerable a way that
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they were odious in our eyes, and were consequently abolished
altogether. 1 do not now absolutely advocate their re-imposition, but
T have no doubt that a re-imvosition 1s, 1f we are driven to it, practi-
cable, easy, and profitable. Weshouldno doubtreformthe old system.
We should establish well organised lines, forming convenient di-
visions between the different countries of India, and should make
the inquisition and hindrance to trade as.little felt as possible.

The old ill-managed transit Customs were a very large source of
Revenue, and T feel no doubt whatever that by a w ol managed
system we might realize from the internal and coasting trade by
very moder ate duties, at least as much as 1s now denved or will
be derived from the Sea Customs. I should certainly prefer a
system of this kind to any heavy and general direct taxation.

I also deem 1t preferable to a severe tax upon traders. If the
thing must be done T should think a receipt of 1L to 2 millions
sterling per annum from internal Customs not an “excessive esti-
mate. At any rateit is only in this shape that a tax on the
commonest articles of consumption could be levied; a more di-
rect tax on consumption would be impossible.

Of this I have no doubt that the local taxation of towns
should be increased, and that it should be in the option of each
town, according to local preferences and circumstances, to raise
either by the house tax, or by the more popular town duty enough
to pay for, not only as now one portion of the Police, but the
whole of the Police, and to maintain a sufficient conservancy, and
pay the local establishments entertained for local benefit.

4th Duty on Salt.

There can be no doubt that this tax as now levied in all parts
of the Bengal presidency sins against principle, inasmuch as it 1s
a tax not upon a luxury, but vpon a necessity, and is excessive in
amount, being on an average about 500. per cent on the value
of the article taxed.

On the otherside it 1s only to be said, that the fact of the
article being anecessity to all, makes the duty pay ; that the na-
tives have become accustomed to it ; that 1t1s the only tax of the
kind ; and lastly and principally that at present we cannot pos-
sibly do without the money. 'There is room for redistribution
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and equalization of the tax, but its gross increase would be as
unjustifiable, as its decrease is impossible. I have, thercfore, heard
with great surprise and regret, that it has been suggested to in-
crease this tax, and to Increase it in those very provinces where
1t 1s already highest. I have heard nothing of itsincrease in
the provinces in which it is disproportionately low, which would
I think, be the only justifiable increase. I consider an increase
of the highest rates of salt duty impolitic and unjust, and would
earnestly protest against any such proposition.

There 1s a point at which any tax ceases to be remunerative
by either killing the consumption or inducing smugeling, and 1t
is this last view of the matter which in addition to other reasons,
we must especially keep in mind when considering salt finan-
cially. My own belief 1s, that we have already past the most pro-
fitable point in the saline countries of the north west, and that
the incorporation in our territories of OQude (whicli is a great salt
producing Country divided from our older districts by no natu-
ral boundary) has rendered a high duty much more impracticable
than before. Under the c1rcumstemces an increase would be, I be-
Lieve, asuicidal policy. The actual consumption is not materially
affected. Practically salt seoms to be even more a necessary than
bread, if we may judge from the extraordinary uniformity of its
consumption inall populations, whatever the poverty, sex or age,
and from the singular fact that it 1s in no degrre diminished b) a
taxation of several hundred per cent. This rmcrht seem an argu-
ment for a salt tax. Butin truth resource is had to an illicit
supply principally of the unwholesome earth salt. I have had
considerable opportunity of investigating the subject as affecting
the N. W. P. These Provinces are throuwhout more or less saline,
There 1s an enormous salt frontier, far more embarrassing than a
sea coast where the manufacture can be prevented. Through-
out our whole frontier the manufacture of salt is unrestricted,
and importation is only prevented by a most difficult land hine
and enormons establishment. The salt on whicha 2 Rupees duty
1s charged, being immdiately beyond the line throughout a oreat
part of its lenﬂ'th is of no higher value than 2 to 4 annas. So much
for the frontier. DBut also salt may be, and is, manufactured
from the soil to some extent in almost every Pergunnah. Inmany
districts, and especially those in which the imported salt is dear.
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est and the population are densest and poorest, (particularly the
Benares Division) an inferior alimentary salt1s extracted from the
earth by the simplest domestic process. In a great part of the
country, this illicit salt 1s the staple, I may say, sole consumption of
all the lower orders. In consequence 1t is clearly proved that at,
present in the N. W. P. not one-half the natural and actual con |
sumption of salt per head pays duty. That 1s an ascertained stati- :
stical fact. So strongly has the inutility, injuriousness, and demo- '
ralization of this state of things been felt, thatin the late arrange-
ments for taxing the salt consumption of Oude the Government
of India has thought fit to direct that the domestic manufacture
of the inferior salt is to be “not even nominally prevented”. The
production of Onde 1s much larger than that of the N. W. P.
and it is impossible to prevent smuggling across the border.

It is, then, I think certain that any objections to a very high
salt duty, which may exist in Madras and Bombay, have much
greater force in the N. W. P. And it is matter of history that till
quite a recent date the duty was adjusted on the same principle as
in those Presidencies.

Up to the year 1844 while the Bengal salt duty washigh, that
of the N. W. P. on the contrary was fixed at different times at
different rates on a scale about equal to that in Madras and Bom-
bay, being for a long period from 4to 12 annas per maund and
never exceeding 1 Rupee. In 1844 the frontier customs duties
were abolished, and as a compensation the salt duty was doubled and
made 2 Rs. per maund. In Madras and Bombay on the other hand,
the land customs were maintained till, in accordance with the ad-
vance of public opinion, they were swept away withou! uny compen-
sation. I have always thought that historically, physically, and
geographically the N. W. P. salt question must be considered with
that of Madras and Bombay, not of Bengal, and that the pre-
sent rate 1s,-as compared to those Presidencies, a great injustice.
Much more would a further increase be an extreme injustice.
TI'am convinced that an increase would be futile. I think that the
tax is already at a point which makes its expediency more than
doubtful. The increased salt receipts since 1844 are more due
to the increased preventive arrangements than to the inecrease of
duty, and prevention cannot be further increased without terrible
domestic tyranny and inquisition.

I would therefore say, increase experimentably tv a moderate
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extent the duty in Madras and Bombay. L1 that succeeds (and a
moderate duty will no doubt succeed) a very large addition will be
made to the Revenue. 1fit fails, the rate should be revised through-
out those Presidencies, the N. W. P. and the Punjab simultane-
ously, till we find the maximum point to which the duty can be
advantageously carried h saline countries. Bengalis not saline,
the manufacture there 1s under control, 1t has from time i 1mmemo-
rial paid a duty higher than at present, and most important of all
the high duty pays. The consumption of duty paid salt reaches
the full natural rate per head. The Bengal duty is, therefore, a se-
parate question, and as Bengal under Fhe permanent settlement
does not pay its full share of land Revenue, it makes up in salt Re-
venuc as a financial compensatlon The consumpton of salt per
head of the population is usually estimated at about 13 1bs or 64
seers per annum, but it seems to be probably even larger.

I add some extracts from papers on the sub]ect

“ With reference to the grounds (excessive price) on which the
increased salt duty of M. adras and Bombay y was lowered while
ours remained, T subjoin a comparisor of the Bazar selling price
of salt in different districts, (according to distance from placu of
production) in the North-Western Provinces, and in Madras.

N. W. Provinces. Manras.
' Price per Maund. Price per
District. | District. Maund
’ ’ Well salt. | Lake salt. Sea salt.

Agra All places on

lowest price, { 2 11 0 4 3 0 coast, 1 00
_ Cawnpoor, 3 5 07 412 01 Tanjore, 1 40
Allahabad, 3 9 0 5 0 0 Arcot, 1 56
Mirzapoor, 4 3 0 b 11 0 Salem, 3130

Azimgurh, £ 9 0} 611 0| Bellary, |
Goruckpoor, 5 2 0] 8 0 0 |j(highest price)} 2 16
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TABLE OF THE ANNUAL CONSUMPTION OF
TAXED SALT.

Consumption Q%al'nﬁégl
Government Salt consuming| Rate of javerage quanti- I;)ér m;-
Tove ' population. duty. ty‘in maunds hum in
per annum. -
Bengal, 41, 848. 941 | Rs. 2-8 ’ 65, 05, 604 | G-F

Madras, 31, 798, 287 12as 51, 01, 276
Bombay, | 19, 815, 630 12 as., 32, 04, 427

Punjaub, | 13, 000, 000 | Rs. 2-0 9, 54, 801
Rs. 2 and
N. W. P. | 33, 071, 885 2-8 22, 48, 234l 2-2

0 o o
i (oo O 1
-

Total, 139, 534, 743

180, 1%, 849 ‘

It thus apppears that in Bengal, Madras, and Bombay
148,11,307 maunds or about 541, 873 tons of taxed salt is consum-
ed annually by a population of 93, 462, 853 souls, giving an ac-

tual average consumption of about 6-% seers or about 13 pounds

per head per annum ; an estimate which cannof be lessened unless
we suppose the population of India to be really very muck larger
than the high number at which I have stated it, although my cal-
culation is numerically high giving a total of no less than 178
millions (untaxed consumers included,); and we find that the con-
sumption is not materially less in highly taxed Bengal, than m
lightly taxed Madras and Bombay.

On the other hand in the North-Western Provinces, the con
sumption of taxed salt is no more than about 2-Zrds seers per
head, a good dcal less than half, not quite 3-7ths of the quantity
actually consumed, and paid for in every other part of India. Any
one who knows the Hindoostanees will not suppose that they are
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less given to salt than other people. They eat nothing without it,
land they have at least as large (probably a larger) proportion of
animals also salt consumers. Surely, then, the figures which I
have just stated are conclusive as to the fact that the taxed salt
is but one part of their consumption, the luxury of those who are

better off.

I have not been prepared to assume a higher rate of actual
consumption than the 131b per head already stated, but when we
consider the admitted very large consumption of untaxed and
lichtly taxed earth salt in Madras, the known large, and unim-
peded manufacture of saltpetre salt in ‘Behar, and the consump-
tion of carth salt in the Bombay Deccan 'districts, and make al-
lowance for smuggling, &c., &c., I do think that the Madras esti-
mate of 18 pounds gross consumption per head is borne out by
facts. On this calculation the consumption of taxed salt in these
provinces 1s less than one-third the full rate of salt consumption

Besides independent of figures, this general fact is patent
and well known. Inquire in Futtehpoor, in Jounpoor, and 1n
many others parts of the country what salt the common villagers

~and lower classes usually eat, whether our dear salt is a common
i -grticle. Tt will be found to be notorious that it is no/, that the
# dnferior and illicit local salts are the main staple of consumption,
% and that our preventive measures, though they may be attended
= with harshness and demoralization are z0f successful.

I think, then, that I may now assume the fact of con-
sumption to be as I have stated it, that but a part of the
salt consumed in these provinces is taxed, and that as regard
the remainder the only effect of the tax is todrive the lower
classes from good salt to a bad substitute.”

“The whole salt consumption of Oude with very little excep-
tion is sapplied by the native production. The Hills to the
north arve also supplied from the same source as are alarge pro-
portion of the inhabitants of the adjoining districts of the
North-Western Provinces to whom it is smuggled across. This
exceptional state of things is the mare objectionable because the
Oude salt principally owes its value ot the high duty imposed by
us on the salts which would otherwise compete with it. The
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cost of production in Oude is very much greater than that of the
salt imported across our Western frontier line. Nature here
supphes but diluted salt springs very different from the great
supplies of salt, west of the Jumna. The quality of the
Oude salt is also very variable. Some good salt is certainly pro-
duced, but the great mass is undoubtedly of infertor quaJhty,
bitter and believed by the native to be more or less unwholesome.”

Upon the whole, then, I think that in our present financial
necessities 1t 1s justifiable to add to the salt duty of 12 annas per
maund now paid in the Madras and Bombay Presidencies an ad-
ditional eight or twelve annnas per maund thus raising the dut
to half or little more than half the Beneal rate and adding to
the Revenue 40 or 50 lacs. But T would not raise, the rate "be-
yond 1-4 orat most 1.5 and at the same time the equity and advan-
tage of an early reduction in Nothern India should be borne in mind,
and the establishment of an equal and not immoderate salt tax
should be our object.

5th. I come to the tax, on which I confess that I am more
inclined to rely than on any other. We have examined the con-
ditions of a prodactive and justifiable tax. We have argued
that to be productive it must be derived from a very broad basis;
and that to be in the highest degree justifiable, and at the same
time easy of collection it should’ be, if we may judge from the
experience of all other countries, an indirect tax on the consump-
tion of a luxury, and especially of a luxury which is in itself in
no degree beneficial, morally or physically, and which in excess be-
comes an intemperance. Tea and Coffec are harmless, and in many
respects beneficial beverages, and they are little used in India.
Spirits and Opium are both in this country articles of limited con-
sumption. But what is emphatically of all things the luxury of
he natives ? what is that on which the whole of the classes which
are in any degree raised above that which can barely procure the
necessartes of life, spend each accordiug to its means, a large pro-
portion of its surplus income ? The answer must at once, be tobacco.
Tobacco 1s to the natives what spirits and beer and tobaceo all com-
bined are to an Englishman. The weed is doubtless not in so
high a degree deleterious as opium or spirits, but it certainly
does no good and a good deal of harm.. The character of the
natives is sufficiently dilatory, and apathetic as it is, and they in
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no way require the continual hookah to waste their time, and render
the confirmed smoker more careless and lazy than his race. Ifone’s
servant 1s out of the way, and neglecting his duty, he is pretty
certain to be smoking his hookah, and careless and indifferent.
undividuals of the upper classes male and female smoke every day
and all day. Surely, then, there can be no fairersubject fortaxation

I believe that with the exception of India there is scarcely
any country in the world in which tobaaco is not taxed, and
heavily taxed. It is asource of large revenue in every country
of Europe great and small without I believe any exception. I
have lost library, and I cannot get together detailed statisties.
T had in mymind a strong impression that the tobacco rcvenue
in France yields between 7 and 8 millions sterling per annum,
but T could not turn up the figures I have, however, found in
MecCulloch’s geographical dictionary a French budget for 1848 ac-
companied bya lament for the ruin caused by the revolution as
exhibited in this financial statement. Fven in this exceptionally
bad year, I find among the receipts, “sale of tobacco, francs
120,000,000” that is nearly 5,000,000 sterling ; so that the proceeds
in prosperous years may be not much less thanI supposed. In
Italy, Holland, German and other countries a large revenue is
raised from the asme source by all the states; and we must not
forget that in those countries as in India tobacco is largely
grown, and yet tht circumstance is not found to interfere with
its taxation. Thaink, then, we may assume that such a tax is
practicable i1n Idia also.

It has been suggested that the tax on tobaacco would fall
with disproportionate force on the lowest of the people an
that 1its incidence is identical with that of the salt tax. I
believe these two positions to be entirely erroneous. Salt
is of all things a necessary, and -the Salt Tax is as nearly
as possible a poll-tax falling on the whole population uni-
versally and alike. Tobacco on the contrary is no degreea
necessity, and I think that far from its consumption being
equally spread over all classes it is most unequally used accor-
ding to the means of each class.. 1 believe that Tobacco 1s not
used at all by people in the extreme of poverty or by those who
hy their labor can only giveto their families the lowest grains
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and the indispensable Salt. Doubtless as soon asa man has a
few Annas to spare he will have his hookah on a small scale.
The man who has a few Rupzes to spare has it on a much larger
ccale. And the rich man spends much money on a large con-
sumption of superior Tobacco. It is the extraordinary large-
ness of the consumption and the circumstance that. it 1s a lu-
xury pald from the surplus income of each individual (in excess
the price of necessaries and in a great degree proportioned to
that excess) that makes Tobacco so adv a,ntacreous and proper an
object of taxation. It is apprehended by some that the tax
would be unpopular and lead to resistance. Every Tax must
be at first unpopular and to some extent cweteris paribus a large
and productive tax may be more unpopular than a petty and
unproductive one. But if we may trust all the standards of
political experience, an indirect tax of this kind will certainly
provoke much less opposition than a much smaller direct tax.
I thoroughly believe that we could inno way (inland Customs
excepted) raise one half so much money with so little opposition.
The great advantage of the tax is this that once established it
would very soon cease to be felt as a grievance. There will not
be the continual knocking of the tax gatherer at the door. To-
bacco will simply be an article sold in the market at a higher
price than at present. No one will be constrained to buy it and
no one will really suffer from the more moderate use of it. Every
one will please himself and once the tax is establisheed among the
customs of the country it will be a sure revenue collected
without difficulty and paid without injury. Every thing is
comparative. We must have money. Let us takeit, then, in the
fairest and easiestway. We are strongnow to hold the country
with all the strength derived from a grcat rebellion suppressed.
Let usimpose now this fairest of taxes, and we shall have a great
means of improvement which once imposed will require no Sol-
diers to support it whereas every direct tax will in all time more
or less require the support of a Military Force.

Tam told that the Tobacco Tax is opposcd by some men
for whose opinions we must always entertain the greatest respect.
But I have unfortunately been quite unable to ascertain the
special grounds of that opposition. Nor can I imagine them.
I have already noticed all the objections which have occurred
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to me. If the tax is said to affect too many it 1s for that very
reason that it will pay. If itissaid to go toolow in the scal
of society, I say that it does not gonearly so low as the salt
tax, that it does not touch the very lowest class, and that it is
compulsory uponno one. To the allegation of unpopularity I
say that all taxes must be at first unpopular, but that we can
devise no tax of which it can be less said that it must be unpo-
pular, while none would be so productive, and that in this case
the unpopularity will be but temporary.

T am, then, for a Tax on Tobacco and in the same category
with Tobacco T would class betel and any other such luxuries
generally used in any part of India.

I am not confidently prepared with the details of a system
of Tobacco taxation; that must be matter of experiment and
probably different methods might be tried with advantage in
different Provinces! The French and other systems might be
studied. When they succeed so well in tobacco-growing count-
ries doubtless we need not fail; and if so large a Revenue is
derived from the Weed in France, surely from a population
4 times larger we may hope to derlve one half or one third of
the Revenue levied in France.

The French system appears to be a Government monopoly
and probably we may in the first instance commence with some
monopoly system; but I would avoid a direct monopoly in the
hands of Government and would for the present simply let out to
the highest bidder the monopoly of retail sale in each district in
exactly the same way as the sale of spirits is now leased.

I do not think that a special tax on the cultivation could be
imposed without a revision of settlement arrangements, and
our inability to tax the cultivation in native states would (in the

absence of internal customs lines) be fatal to any such system.

A great advantage of the sale of monopolies would be this,
that most of the detailed rules of the Abkaree system would come
into play and the same machinery might be used It is not al-
ways soin all countries but in India the natives seem to prefer

» deal with a monopolist of their own race to direct dealing with
n‘vernment, and the monopolist appears to be a good natural
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Political econemist It is so inregard to spirits. He sells cheap and
gives sub-leases on easy terms. The complaint is not that he
raises the price too high but that he promotes drunkenness by
selling cheap. It would be the same in respect to tohacco,
would probably sell an inferior article cheap to the lower classes
He and would heavily tax the better article used by those who
can afford to pay high for it. Hereafter we might well im-
prove, but for the present I think that we might obtain a
farge Revenue much exceeding the Abkaree receipts by simply
addingtobacco to the drugs which are already included with
spirits in the Abkarec management.

Tobacco is almost as much a manufactured article as spirits

. and much more so than some of the other drugs. We need not
* interfere with the cultivation or try to check the petty consump-
+ tion of unmanufactured tobacco by the agriculturalists in their

own fields, It is the consumption of non-agriculturalists who
buy from the retail shops in towns and bazars, that we would
chiefly touch. The tobacco leaf is first dried: itis then carried

“ into the towns, where it is regularly manufactured, pounded up,

mixed with goor and made into the great black masses which
form so conspicuous an object in so many of the shops of every
bazar. 'We have only to see its predominance in the shops to be
satisfied how large an income its taxation must bring in.

Under the rough monopoly system suggested 1 have not
attempted to propose any rates of tax. But I will say this that
as our system is worked out by experiment I should think that
we might with advantage carry the taxation of tobacco to that
point that the present price of the article should be doubled.
*Considering that the tax is exclusively upon a pure luxury,
that in England France and other countries t is much more
eavily taxed, and that in this country the necessary of sait is
taxed 800 per cent, Idonot think that ther ate which 1 have
suggested is excessive. And looking to the enor mous con-
sumption of the weed throughout every part of India, I
am convinced that if we obtain e tax equal to the value of the
present annual consumption we shall gain several Millions ster-
ing. Supposing that but one sixth of the population uses to-
bacco to the extent of from one to two Rupees per head per an-
num that alone would give about 3 Millions sterling,
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It may be an argument in favor of & Tobacco tax that the
weed is specially forbidden to and not used by the Seikhs who
" now form so large a proportion of the best soldiers in our army

If a high taxation and monopoly system be considered too ven.
turesome at first, we might begin by charging an annual fee on
every shop in which Tobacco is sold, Rupees 20 for instance.

Gth. I venture to suggest anincome or rather a saving of which
I speak with diffidence as it involves a subject with which my
practical acqnaintantance is very small. It is on all hands
agreed that some convenient currency for large sums is very much
required, silver being so bulky and inconvenient. To the intro-
duction of gold theve are great practical objections and the mu-
tiny has taught us that of all things it is desirable to avoid the
accumulation of bullion in numerous treasuries all over the coun-
try guarded by native soldiers. Some sort of paper money seems
thereforc most desirable and neither are there in the country
sufficiently Jarge and secure banking Establishments nor does it
seem desirable to sacrifice a profit which might fairly belong to
Government. The plan, therefore, at which I hint is this. Is-
sue GGovernment Bank notes ; do not make them payable on de-
mand, nor ¢ven a legal tender, under all circumstances. Not
only however, make them a legal tender in payment of Govern-
ment revenue but adsolutely require that the revenue shall be
paid in (Government notes and nothing else. I would issue the
notes only from the largest and most central Treasuries. The
necessity of paying them in for Revenue would at once put -
them in circulation all over the conntry and would give them
as certain a standard value as if they were payable in cash and
1 general legal tender. Their value being thus ensured conve- ~
nience alone wonld lead to their large use in private transac-
tiens. People do not take Bank Notes as a permanent invest-
ment. Ifthey would invest on the faith of Government they
would buy notes bearing interest. Therefore in taking a note
payable as Revenue a man would not consider the chances of the
Jestruction of the Government 50 years hence. On the other
hand in the event of a panic the notes could not suddenly come
in, they would only be paid in as revenue, at the same rate as
usual, and as long as Revenue is paid a certain amount of notes
must always be kept in circulation. The expense and risk of the

o
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whole of the minor Treasuries would be at once got rid of. Any
native Banker would then do all the Government bankiug re-
quired in each rural district. Supposing that but one years
revenue was thus kept in circulation, say thirty millions that,
would at once save to the Treasury interest exceeding one and
a half million sterling per annum ; while at the same time by
throwing into the market 30 million worth of silver displaced
from the currency we should probably render money cheap, raise
the value of Government stocks and recover the Government
credit. I may be wholly wrong but that is my plan.

( 57 )

The following is a very rough estimate of the financial gain
on which I calculate.

Reduction of the Army, £. 4,000,000
Special Taxes on the wealthy, £, 400,000
Succession duty, . .er 400,600
Tax on trades and professmns 400,000
Equalisation of Stamps, and ﬁnes, 200,000
Local taxes to pay Liocal Police, 200,000
Equalisation of the Opium Tax, ... 500,000
Madras and Bombay Salt increase, ... 400,000
Tax on Tobacco Betel ete., ... . 2,000,000
Saving of interest on Government Bank Notes 1 ,000,000

Sea customs increase, ‘e 800,000

——— g e

Total £. 10,300,000
And if necessary add Land customs. 1,500,000

Grand total £. 11800,000

This would give a good margin on the deficiency which I
have estimated and enable us to make important improvements:

POSTCRIPT. Since writing the above I have reeeived
the army%rganisation Blue Book. In the appendix I find every
concelvable information except that which 1 want viz. the sum
total of the military force. The fact seems to be that no one
knew the number of the Native troops in the Bengal Presidency.
But from the details T clearly make out this that the whole force
in India is very much larger than any thing yet stated. We
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have heard it put as high as 320,000. But it is certain that in
fact it execeds 400,000. :

The following gives, as nearly as I can find it, the Native
army.

The Madras Native forceis clearly enough stated at page

123.
‘We have of the regular army, 66,042
Local and irregular corps including the Hydera-
bad, and Nagpore forces, 16929
Total, 82071

The Bombay return at page 161 is somewhat embarrassing’
inasmuch as Lord Elphinstone seems to have given us rather
too much including (as possessed of some military organisation ) a
very large body of police the whole of whom I cannot suppose to
be regularly equipped as soldiers. I will deduct the 1093, police-
men of the island of Bombay and part of the 16000 “ Main
body of the police.” But.in comparing the list at page 161 with
the list of corps at pages 25,26 1 find in the latter several as “ st

- Kandeish Bheel corps” “2nd Kandeish Bheel corps” ¢ Rutnaghury

| Rangers” “ Ghaut Police corps” and several other police corps

“which must in the former be included in the ““ main Body of the
police.” T will therefore assume half of that body to be musket

bearing soldiers. Making then deduction of 9093 men from

the 80,959 returned from Borabay we have for that presidency

71,866 soldiers, Of the Bengal Native army there is no general

keiturn but Lord Canning (page 258) states it at about 80,000

Xxclusive of disarmed corps and military Police, and Colonel

- Mayhew (page 181) gives us the castes and countries of 80,053

men, so there are not less than that, and as several disarmed
corps have since been armed, I think we may take 85900 as a
minimum, although when all the returns are received the num-
ber may probably be considerably increased. Included in the
Bengal return is the Punjab army. I have a paper giving the
numbers of that force. Thiere are in the regular Punjab army
32,307 men, exclusive of 10722 “levies.” Adding to 24 recognised
Regiments of Trregular Cavalry several bodies of these not named,

~



W)

(59 )

there must be in the Bengal army exclusive of that of the Pun-
Jab fully 15,000 Irregular Cavalry. Then there are now the
taithful and rearmed Scpoy Regiments the Seikhs and Goorkha’
corps the Irregular Regiments in Mhairwarah, Arracan, Assam,
Pegu, Maneepore, Sylhet and other places, Malwa Bheels, Meywar
do. Kookey corps, and many others; and lastly the levies “ or
new Sepoy Regiments raised under the orders of the Commander-
in-Chief at every principal station in the Bengal presidency. The
whole of these added to the Punjab army may reach a highery
number than that stated. *

~ Then we come to the military Police Regiments of the
various provinces of the Bengal Presidency and Supreme Govern-
ment, and which are purely military in every way, and which
now certainly much exceed the 50,000 men roughly stated by _
the Governor General.

The military police of the North-Western Provinces

are, . 27,016 men
Of Qude, ... 15,000 ,,
Of Punjab exclusive of Levies, ., 16,533
Total from Benares upwards, . - 58,549 ::

Of which a very large proportion are Irregular Cavalry all
paid at the much enhanced rate now given in the army corps.

T have no return of the Police corps in Bengal proper but
I believe there are about S Battalions hesides Cavalry. say at
least 8000 men.

At page 171 of Appendix to report I find mention of 2185
Hill rangers and police corps in the Nizams assigned District-
not included-in the military Madras returns. Also’at page 172
Pegu police Regiments 1600 men, besides which it is stated thaj
4 police corps for Pegu were then being raised in Madras. Alto-
gether it is certain that the Regiments called police exclusive of
the Bombay and Madras returns must exceed 70,000 men. The
Commission has drawn attention to the fact that these Regiments

_* Note, In the garrison of Cawnpore there ar¢ at this moment no less than
six Native Regiments besides Military Police. :
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“ differ in no essential respect from the regular Sepoy. Army.”
And there is no doubt of the fact. In the North-Western Pro.
vinces, as I have already said the military police do no police
duties, they are a clear addition to previous establishments. In
Oude the organisation is purely military and in appearance ar
&c. the Regiments are perfectly military corps. Inthe Pun,
they are the same and they dono police duties. In Beng
believe that it is the same. .

The Native army then exclusive of any unreturned i
stands according to the official statements thus. :

Madras, 8¢
Bombay, ‘e 71,
Bengal Army, e 85,00

70,000
Total 30937 Men.

Of Europeans we haveat the date of the Commission’s return,

of Her Majestys regular Forces including the Depots, ... 103,389
Local European Corps in India, ... 18,085
Total Europeans122,474

‘Which makes the total Army for which we pay-432,311 Men.

Bengal Military Police,

The Army of the Commission is Europeaﬁs 80,000

Natives. 190,000 -

Total 270,00

},which the Prime Minister officially stated to cost 15 Millions stex
ing per annum. It will then I think be conceded that there is
.much room for réduction in the first instance to bring us down fo
)g:he 15 Millions standard. In all my calculations I assume the
igradual reduction of all the Regiments to peace establishments
Finder the late ovders of Government to be carried out. But so
much will certainly still leave the army higher than the Commissi-
on scale. Anditis from the peace army after the first reductions
that T insist on the necessity of saving 4 Millions by abolish-
ing Regiments and turning soldiers into real Police so as to recur
to the army expenditure of 11 Millions per annum, '
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THE INDIAN EMPIRE,

AND

OUR FINANCIAL RELATIONS THEREWITH.

Iris right and becoming, gentlemen, I think, that we
should preface all such inquiries as that we enter
upon to-night, with a full acknowledgment of the
benefits conferred upon India by the British rule;
and I shall speak without reserve to you my convic-
tions upon this head. T am not blind to the defects
of English rule in India. Many of you know how
severely I have often commented upon those defects,
and I am here to-night for the very purpose of
insisting upon them. DBut my judgment is clear
that whether we have regard to the comparative,
or positive, defects or merits of our rule, it is
entitled, upon the whole, to a favourable verdict.
India, I am persuaded, 1s better off in the hands of
Englishmen, than she would be in those of any other
people. She is governed with more conscience, with
more consideration, and with more sense of responsi-
bility, by my country than she would be by any other.
Considering the character of this assembly, and the
reflections I shall by-and-bye have to make upon
English rule in India, I think it right to premise

those reflections by the assertion of my belief that,
B
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upon the whole, your country has been governed
by mine with less injustice, and with more con-
sideration, than any other nation would have shown
in the same circumstances. And this is owing,
gentlemen, I am persuaded, to the fact that
the religion which this country professes, has
taken a deeper hold upon its life, than has that
religion upon any other nation in Europe. You
must not construe this language into boasting.
Many circumstances, and many centuries, have con-
curred to make the English nation what it now is.
That the all-wise Ruler of the world should have pre-
pared the English people, through along and favoured
history, for the guardianship and rule of nearly
200,000,000 of the human race, is a reflection more
fitted to awaken a sense of responsibility, than feelings
of boasting self-complacency. When, therefore, I
state my conviction that 1t is happler for your
country that it should be ruled by England than
by France, or by any other European Power, it is
not national self-love that prompts me to make the
statement, but a deep persuasion that England is
better fitted for the trust than they. It is not,
gentlemen, a fortuitous circumstance, a mere thing
of chance, that the charge of so large a portion of
the human family, has fallen into the hands of
England rather than those of France. I say this
without the slightest intention of reflecting upon
the gallant people of that country, or ministering to
the vulgar and offensive assumption of superiority,
which Englishmen are so apt to betray.

But I am far from being satisfied, gentlemen,
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with what I may call the eomparative excellence of our
rule. It is not enough for the man who fecls aright
upon this subject, to be told that we have shown
more consideration for, and perpetrated less injustice
against, the people of India, than the Portuguese, the
Dutch, or the French would have done in our cir-
cumstances. I helieve this to be true ; but if
Englishmen feel aright upon the subject, they will
be far from resting in this persuasion. It is
better to inquire wherein we ourselves come short
of the standard, than to reflect upon the low attain-
ments of others. Morcover, I cannot doubt that
our responsibilities as a people are greater than those
of any other nation. India has a right, I think,
to look for better government from us than from any
other people, on the ground that we make ourselves
the Censors of mankind. Well, I believe, upon the
whole, that our rule is deserving of this praise.

If we look generally at the facts, what do we find ?
We see first of all, then, a strong and settled
government in the country, maintained with a mili-
tary establishment of no very great strength, when
the size of the territory, and the population of the
empire are remembered. We see that army, English
as well as native, kept in the strictest discipline.
The poorest native of the bazaar has instant remedy
at law against aggression, or insult, on the part of
the soldiery; and that before a magistracy which,
it is constantly complained, shows undue favour to
the native. It is matter of fact, as you know,
that although India is peopled by a feeble and long-

enduring race, and garrisoned by an army of foreign,
B 2
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rough, self-assertive soldiery, so strict is nulitary
discipline, and so impartial the administration of
the law, that we never by any chance hear of mili-
tary oppression of the people, or interference with
them in any way. Well, I think the world has
never before seen a spectacle like that ; and I believe
honestly that under any other rule but that of Eng-
land, it is very doubtful if it would be possible. You
must not, of course, confound the pelr'sonal discour-
tesies which men of wvulgar nature—albeit English-
men—sometimes show to natives of the country,
with defective laws. No law can transmute the
narrow-minded, vulgar man into a tolerant and
courteous gentleman, and such men are unhappily
too common amongst Euglishmen as amongst all
other people. But the broad fact remains that,
though your country is garrisoned by an army of
foreign soldiers, and your people have becn sub-
jected, through long centuries of oppression, to sub-
mit too readily to insult and to wrong, the occupa-
tion of your country by the English army is marked
by as complete a freedom from outrage, as is the oceu-
pation of this. Now this is good government.
While, moreover, the army of India is thus
innocuous to the citizen, it i1s an instrument of
perfect efficiency in maintaining peace throughout
the country. From Peshawur to Cape Comorin,
peace and settled government reign throughout your
borders. The present generation of youy country-
men are unable to appreciate what this means. A
century ago, all India was in a chronic state of war.
The country was one vast battle-field of contending
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freebooters. The harvests were reaped, if at all,
by men with a sword in the one hand, and the
sickle in the other. Gaunt famine followed in the
red track of war, and the internal history of India
at the period of our advent, had long been but a sad
chronicle of war, pestilence, and famine. How pro-
found is the peace which the country now enjoys, you
are well aware. War has becomec but a tradition
throughout a vast part of the empire, and it is right
that the people of India should be reminded some-
times of the great deliverance which English rule has
wrought for them in this respect.

Let me invite you next, to contemplate the perfect
freedom sccured to you under English rule. It is a
fact that the people of India are at this moment
secured by law, in the enjoyment of rights and liber-
ties, which in England have been attained only after
long centuries of suffering and of contest. To begin
with, you have perfect religious freedom. No interfe-
rence whatever 1s allowed, on the part of any one,
with your religious creeds, practices, or endowments.
The conscience of every man in India is left as free
as it is possible for human institutions to lcave it.
Disabilities on the ground of a man’s religion are
unknown ; and the Mohammedan, the Hindoo, the
Parsee, the Sikh, and the Christian, stand upon a
footing of absolute equality before the law. Well,
that is good government, I think; such government,
gentlemen,, as 1s almost unknown even in Europe.

You have, next, complete personal freedom. It
is true you are not as yet governed, and taxed, by
representatives elected by yourselves—India being,
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as you will readily, I believe, admit, incapable of
such government—but it is not the less true that
you have complete personal freedom. You can do
whatever men may rightly do, in any part of the
world. You have, in the next place, unrestricted
freedom of the press; and are not only permitted,
but are invited and urged, to criticise, as freely as
you please, every act of the Government. Nor is
this permission accorded in contempt of the power
of your press. It is loyally and honestly accorded,
as you know, from a sincere desire that the Govern-
ment may ascertain the real mind of the people,
their wants, their wishes, and their grievances.
It is impossible, I think, to overlook the testi-
mony which this perfeet freedom of your press gives
to the conscious integrity of our rule.

Again, you have all the benefits arising from
perfect freedom of trade. While many enlightened
nations of the world still cling to the policy of
Protection, India, under English rule, is deriving
the full benefits of an unrestricted commerce with
other lands. We levy no protective duties in India-
—Ilet our sins against her manufactures on this side
have been what they may in the past; and the time
is not distant, probably, when we shall have free
ports throughout the country, and the Custom-
house with you will have become a tradition.

In the next place, I would direct your attention
to the earnest effort which the Government is
making to introduce the highest education into the
country. You, gentlemen, who surround me, are
living witnesses to the fact. You know well that
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there is an honest desire on the part of the Govern-
ment to see your countrymen educated as highly as
our own. The belief that such education would be
dangerous to our rule, has been deliberately repu-
diated by English statesmen as unworthy of Chris-
tian men, from its selfishness; and let what may
come of your attainments in this respect, you are
to have all the help we can give you to attain the
highest level we have reached ourselves. Now this
is honest, and good, and unselfish government.

And lastly, I may direct your attention to the
fact that with all these advantages, your country is
one of the lightest taxed countries in the world.
This is not the time to enter upon the causes of
this happy phcnomenon, or any disquisition upon
~ the sources of Indian revenue. Suffice it to say,
that the only faxes proper which are known in
India are the Salt Tax, the Stamp Duty, the Cus-
toms, and the Abkarree, producing between them
about 12,000,000L a-year, spread over a population
of 130,000,000—which shows a pressure of less than
2s. per head per annum. Now there is certainly no
other civilised country in the world so lightly taxed
as that.

I have now glanced rapidly, gentlemen, at the
benefits conferred upon India by English rule, and
they are plainly very great. But these benefits give
us no right whatever to exact a money compensation
for them. We have done no more than it was our
duty to do, in giving you the advantages which I
have enumerated ; and we cannot claim any pecu-
niary recompense for them whatever, except such as
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may come to us indirectly in some of the ways I
shall presently point out.

Having thus glanced at the advantages which
India enjoys under English rule, it is proper, in
the next place, to consider the advantages which
England herself derives from her position in your
country. And this is the more necessary, because of
the prevalent belief that England has very little in-
terest in the maintenance of the connexion. In the
first place, then, our administration of the country
enables our merchants and manufacturers to se-
cure the advantages which flow from unrestricted
commerce therewith. Were India under French or
Dutch dominion, 1t is certain that the East India
trade of this country, instead of its present vast
dimensions, would have been very restricted in ex-
tent. With what ease, for instance, might the
French, had they been the rulers of India, have ex-
cluded the manufactures of Lancashire from the
Indian market altogether, in favour of their own
mills. The astonishing growth which the commerce
and the manufactures of England have attained, has
been so largely the result of our political ascendancy
in Asia, that they stand to each other almost
in the relation of effect and cause. This con-
sideration alone, when carefully weighed, is suffi-
cient to show how great an interest the people of
England have in the maintenance of their Indian
empire. The loss of that empire, or its transference
to other Powers, would deal a blow at the com-
merce of KEngland, from which we may reasonably
doubt if it would recover. At all cvents, it is
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certain that our political supremacy in Asia has
been one of the chicf causes of that truly amazing
development which the century has witnessed in
English trade and English manufactures.

But the beneficial influence exerted by the posses-
sion of the empire upon the nation, far from being
confined to the mercantile, is shared by all, classes,
from the peer to the peasant. Take a rapid sur-
vey of the personnel required for the adminis-
tration 1tself. We have first the Vice-royalty
and the subordinate Governorships of the presi-
dencies, the ambition of the peers of the realm, as
the chief prizes the Crown possesses in the whole
breadth of its colonial dominions. Two Lieu-
tenant-Governorships of territories equal in popu-
lation and extent to the French Empire; half-a-dozen
commissionerships of provinces hardly less impor-
tant, a host of councillorships, embasstes, collector-
ships, magistracies, and judgeships with incomes of
princely amount, and a thousand civil appointments
subordinate to these. Again, if we turn to the
field which India offers to the lecarned professions,
with a prospect of its indefinite extension in the
future, we find English lawyers filling the highest
judgment seats of the country, with jurisdiction over
territories the half of Europe in extent; English
lawyers filling the positions of Administrators-
General, Advocates-General, Masters in Equity,
Legal Remembrancers, Judges of the Small Causes
Courts, and crowding the Bar of each presidency for
the administration of English law. Without in-
tending any disrespect for a moment to these
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gentlemen, the fact is well known that to the majority
of English barristers and solicitors who find their
way to India, little hope of professional advance-
ment existed at home; while we are all fammliar
enough with the fact, that a very few years suffice,
in general, for them to make their fortunes and
retire.

Now, it is the English rule of India that makes
this possible, and that rule only. Were the country
under French dominion, and were the Code Napo-
leon the law administered therein, how many of the
hundreds of English lawyers who have retired
from India with fortunes, or upon handsome pen-
sions, would ever have risen from obscurity and
poverty ? So again with the medical profession. Of
the thousand to twelve hundred physicians and
sufgeons in the country, each labouring with a
prospect more or less sure of a competency, not
ten would have been found in India but for the
fact of the empire being in our hands. Nor may
we avoid mention of the Church, and even the.
missionary body, which absorb between them and
provide for a large body of educated gentlemen ;
and not only so, but for the education of their
families. A consideration of very great importance
to the nation, is this family one. The classes we
have been enumerating are marrying classes, and
it is a matter of national consequence that the
families of these gentlem&n, as a rule, receive the
highest culture and education which money can
secure for them. The value of the accession which the
nation is receiving, yecar by year, from its schools
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and colleges, in the sons and daughters of the thou-
sands of gentlemen, whose fortunes are linked with
the existence of our rule in India, 1t would be
difficult to rate too highly. No other country can
reckon upon such an addition year by year to
its intellectual classes ; and they know little of the
elements of national greatness who overlook its
value.

To a very considerable extent, again, all we
have asserted of the above classes may be affirmed
of the body of 10,000 gentlemen who constitute
the officers of the united Indian Army. The
incomes of a large proportion of these gentle-
men permit them not only to marry, but to main-
tain their families in a rank equal to their own,
and to give their children the highest culture they can
obtain at home. In its degree, the same may be said
of the Education Department of the country now in
its infancy, of the department of Public Works, and
others. Thus how vast a field is the Indian
empire opening to our engineering and railway
enterprise, from the humblest skilled workman it is
necessary to import, to the scientific head that or-
ganizes it! The consideration I would press upon my
own countrymen, is the fact that it is the possession of
India that makes all this possible. Were the ad-
ministration of the country to become French or
Russian, the field which we now monopolize would
pass into the hands of our successors. Not to pursue
this part of the subject further, I notice, finally, the
large and growing class of English planters, shop-
keepers, and tradesmen in India. The point of all
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these illustrations is this, that it 1s ourdominion of the
country that opens this vast field of lucrative enter-
prise to English energy, skill, learning, and philan-
thropy ; and the advantages I have enumerated are
legitimately our own.

Let it be remembered also, that of the thou-
sands of our countrymen earning their living in
India under the protection of English institutions,
the benefits of English law, and large classes of
them under circumstances calculated to develop the
national character in its fairest and best attri-
butes, all but the soldiery, whose term of exile is
short, have a prospect more or less sure of retiring
to spend the evening of their days in comparative
affluence in England. Year after year a ceaseless
stream of retirements takes place from the eountry,
with the transfer of the fortunes, or the attainment
of the pensions, that have been earned therein. Tt
is not easy to estimate the material benefits de-
rived by England from this source. The Pension
List in the Home charges affords but an imper-
fect index to the extent of that strcam of wealth
which is constantly being poured by India upon
this country, in this unobtrusive manner. The ci-
vilian retires to spend for the remainder of his
days 1,0001. a-year in the country from which he first
came, the Indian treasury furnishing him with the
means. But few civilians probably leave India who
are wholly dependent upon their pensions for sup-
port. In the majority of cases, these gentlemen
have acquired some fortune, through a long course
of economy, and they carry with them its fruits to
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enrich the land of their birth. The same transfer
takes place with all other classes upon the attain-
ment of the appointed rank or sum, at which they
have determined to retire.* What the amount of
this transfer annually may be, it is difficult to esti-
mate, but if we add thereto the payment of divi-
dends upon Government stock, the sum total 1s
probably not far short of etght millions sterling
a-year, annually raised in India and distilled in a
fertilising shower upon English soil.

Thus i1mportant as are the direct material
benefits which the empire confers upon the home
country, we must not overlook the moral and
political advantages attending it. The fashion of
sneering at old Indians 1s happily dying out ;

- * The extent of the material advantages which this country
reaps in this way from its great dependency is too little appre-
clated, As an illustration of its working, I may instance the
village of T
society—as 1t is conventionally called—consists of but six or
eight families; maintaining establishmenty of importance in the
neighbourhood. Of these establishments one is that of a retirved
officer of the Indian army, who has been residing there nearly thirty
years, and spending an incowme of “off reckonings” and pension of ot
less, Tsuppose, than 2,0007 a-year, Other two of the establishments
are also those of gentlemen whose income is all, I believe, derived
from India ; a fourth family of this small society has a very near
connexion in high position in the Bengal Civil Service; a fifth has
a relative of considerable rank in the army of India; while the
boys’ school of the place— a somewhat expensive establishment—
has several Indian boys, I believe, upon its roll-call. I doubt if
the annual expenditure of Indian income in that village falls short
of 3,000/, to 4,000.. a-year ; and to a greater or less extent this fer-
tilising expenditure of Indian wealth is taking place all over the
kingdom.

,in Hampshire, where T myself am residing. Our
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and men who watch the tendencies of modern
times will notice the annual recruiting of the
intelligence of KEngland, with classes peculiarly
and highly educated from India, with equal satis-
faction and interest. India not only furnishes the
means by which thousands of English families are
educated to the highest point of refinement and
culture, with great political and moral benefit to
the State, but in the very maturity of their powers
and of their age, sends the wisest of her statesmen
and administrators, the foremost of her soldiers, the
most successful of her lawyers and merchants, and
the most experienced of the professions to recruit
English society in its upper ranks. Contrast with
this constant stream of wealth, intellect, and cha-
racter noiselessly forcing its way into the upper
strata of English society, the recruiting of which
.the United States is the subject, from the very
dregs of Europe. The room which the Indian em-
pire presents for the enterprise of the classes who
have their fortunes to make, and the influence
which the return of these classes in mature age
and with acquired fortunes exerts, are of con-
siderable influence upon the country, and that
influence will by-and-bye be more clearly felt. The
prominence with which Indian affairs have stood
forward in this country within the last few years, 1s
not wholly attributable to the mutiny, but is largely
owing to the working of this Indian leaven in
English society. Compared with the considera-
tions I have imperfectly attempted to sketch, the
mere addition or loss of a few millions of that
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trade which we are flippantly told is the ‘“end-
all” of our empire in India is, perhaps, a subor- |
dinate consideration. The future will more rapidly,
and with growing distinctness, show how vitally
this Indian empire has grown, and is growing,
into the very being of the mother country.

You have seen—and are, 1 know, ready to ac-
knowledge—how important are the advantages which
you derive from English rule, and I have attempted,
on the other hand, to show how great are the
advantages which my own country reaps therefrom.,
The next thing that strikes us, then, in this inquiry,
18 the fact that while both nations thus derive
great advantages from the connexion, the entire
cost of maintaining that connexion is devolved upon
the poorer one. It is the fact, that while India has
to pay a heavy penalty for the advantages which she
derives from English rule, we, on the other hand,
who encounter no such penalties, refuse to pay any-
thing whatever for the great advantages which we de-
rive therefrom. I say that India paysa heavy penalty
for the advantages of foreign rule. In the first place,
there is the unavoidable exclusion of her own chil-
dren from the highest administrative posts in the
country, and the substitution to so great an extent
of a foreign, for an indigenous executive, in all
departments of the State. And this exclusion is,
to a large extent, unavoidable. Tt is part of the
penalty which India incurs for her proved inability
to govern herself effectively. Every right-minded
person, however, will be anxious to see this evil
mitigated as far as possible, and a jealous and sus-
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tained effort made to substitute native for European
agency in every department of the State, where it
can be employed with safety. I think we should
even be prepared to risk something in effecting this
substitution. The exclusion of the people from all
the higher offices of the State carries with it a sense
of inferiority destructive to their self-respect, and
demoralising in its effects; but after all, this exclusion,
to a considerable extent, is unavoidable, and forms
part of that penalty which India pays for the advan-
tages of foreign rule. Then, again, T am afraid we
must include therein the defective administration of
justice in the country. English judges administer
the laws under difficulties almost insuperable, from
their want of 1insight into native life and character,
and defective sympathy therewith. 1 am glad to
believe that this 1s an evil in process of amelioration,
and that, however slow that process may be, it is
well defined. A defective administration of justice,
however, for a long course of years, is a terrible
penalty for any people to pay, and 1t is a penalty
which India has been long paying.

To these unhappy incidents of foreign rule must
be added the giant system of absenteeism which it
entails upon the country. The fact that India is
not our home, that we cannot colonise it, leads to a
steady and enormous abstraction of capital annually
therefrom, the effects of which have been very
disastrous in the past, while they have been very
iinperfectly, if at all, discerned by English statesmen.
My own conviction is absolute, that you may trace
the terrible depression of the country throughout the
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first half of the present century chiefly to this cause
—the steady and enormous abstracflon of capital
from the country, which followed the substitution of
foreign rule therein for native. Now it will be
with the consideration of this evil that our chief busi-
ness will lie to-night—in other words, with the
tribute which India annually pays to this country
for the privilege of being ruled thereby. 1 want
to point out to you how far I consider that tribute
to be right and unavoidable, and to state the grounds
on which much of 1t, as I believe, should be remitted,
as inequitably exacted.

We start with the broad fact that while both
nations are deriving important advantages from the
connexlon, the cost of maintaining that connexion
is devolved wholly upon India. Well, is that just ?
Is it right that England should derive the important
advantages she does from her rule in India, while she
contributes nothing whatever to the cost of main-
taining that rule ?

In this inquiry, I want the company of no man
who 1s not desirous of making a just award between
the two countries. If it be right and just that the
Indian revenues should bear the whole cost of the
connexlion, then let those revenues continue to bear
it. But if it is neither right nor just that Indian
industry should be thus taxed, and if the exaction
1s maintained only because the one country is sub-
ject to the other, then let the practice be discon-
tinued. That man is no lover of his country who,
with a clear conviction that his countrymen are -
committing Injustice, idly or perversely refuses to
exert his influence to set them right.

C
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It is desirable, perhaps, before proceeding further,
to notice the eld notion that conquest conveys with
it certain rights. Conquest, in the history of the
world, has been a crime ninety-nine times out of a
hundred, and can convey no rights whatever in such
cases ; while it entails upon the nation that achieves
it, ouilt of no ordinary dye, and responsibilities of
no ordinary magnitude. But if we allow that every
territory we acquired in India was a conquest—
which is far from being the case—and that every
conquest made was necessary or justifiable, the
fact gives us a right to do no more than reim-
burse ourselves 1ts cost; and in what respect soever
beyond that, we use our position to the injury or loss
of the subject people, we are guilty of violence of
the very same order that 1s practised, upon a meaner
scale, by the highwayman. That England is stronger
than India, gives England no right to use the property
of India as though it were her own. And yet, who
that knows the history of our financial relations
therewith, but knows that, had the might of the two
countries been equal, a widely different apportion-
ment of the liabilities incurred in maintaining the
connexion, would have taken place? Although
India 1s subject to us, we are bound to deal with her
as scrupulously as though she treated with us upon an
equality ; and, distasteful as these sentiments may
be to a class of Englishmen, I shall not mince their
statement. Common decency has been wanting
in our dealing with the Indian Treasury ; and we
look in vain even to-day for a spirit of strict in-
tegrity, much more a very nice sense of honour,
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in the management of our financial relations there-
with. -

The principle upon which all those relations
have hitherto been settled is the assumption that
England never had any interest in the acquisition
of the empire, and has none whatever in its main-
tenance. It 1s this mischievous falsehood that lies
at the root of all our relations with that empire,
aud taints them all with injustice, The boast of
the old East India Company, that the empire of
India had been won for the English Crown and
maintained without the cost of a shilling to the
English nation, was as true as it was discreditable.
The Company had unlimited control of the revenues
of India, as the Crown has now. It did with those
revenues what it pleased, as the Crown does now.
No question is ever raised as to the equity or
the justice of the vast appropriations which we are
making year by year from: the Indian taxes; and
the consequence is that every charge we can con-
nect, however remotely, with the name of India,
is cast upon the Indian Treasury. Instead of a
scrupulous regard to what equity and good faith
suggest—a careful attempt to apportion the cost
of maintaining the connexion of the two coun-
tries between them, upon the principle that each
should pay according to the benefits it derives there-
from—India is made to pay the whole, and a
fierce impatience is shown by the English press of
all efforts to get the relations of the two countries
placed upon an equitable basis.

The notion is ingrained in this country that India
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is a trust to be administered, as well as we can, out
of what revenue may remain, after all our demands
thereon are satisfled. That for the benefits which
England derives therefrom, she should pay any-
thing, 1s an idea that belongs to a purer national
morality than we have yet attained. The English
press is impatient even of hearing that we derive
any advantages whatever from our Indian empire.
Thus, although Ireland is being depopulated by
emigration, it professes to regard the necessity of
recruiting the Indian army with 5,000 or 6,000 men
a-year as of itself a grievance so intolerable, that it
will rather “ cut the Indian empire adrift than allow
1t to cost us one shilling.” Now all this is bad and
unworthy. I do not stay to suggest that five or six
thousand loyal soldiers in India, are an improvement
upon five or six thousand Fenians m America ; but
it is strange that writers of even such a stamp
as these, can overlook the prestige which the
Indian empire gives us in the world. England
would, doubtless, have been a powerful kingdom
though she had never possessed a foot of ground in
India; but it is the supremacy she wields in Asia
which is, after all, the secret of her ascendancy
in Europe. Not a political movement can take
place on the Continent, but its bearing upon our
Eastern empire has to be considered by its authors,
and its results weighed in connexion therewith. Do
you think this country would speak with the autho-
rity she does, but that she speaks with the prestige
of a people holding the destinies of half Asia in
their hands, and wielding its resources at their will ?
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Tt is marvellous that national selfishness should
blind us to such considerations. And there is a
remarkable fact behind this; there is something more,
I believe, than a mere acquiescence, on the part of
Europe, in the strange dominion we have established
in Asia. There is the consciousness, if I mistake not,
that it 1s well for the world, that England should
hold that dominion. In the great rebellion of
1857, so fitted to awaken them, the jealousies of
Europe were laid to sleep in the presence of the
calamity which had stricken us. Not a hand moved
throughout the Continent, to embarrass our effort to
reassert our tottering supremacy. The truth I be-
lieve to be that the conscience of Europe acquiesces
in, and approves, the maintenance of Xngland’s
rule in India. It was felt everywhere, that upon
the whole, the rule of England was a wise and
elevating rule, and that to assist in its overthrow
would be a treason against the human family.
Now the prestice of occupying such a position
in the opinion of mankind is very great and en-
nobling, and furnishes a powerful argument for
effort on the part of every lover of his country to
purge its relations with India from all taint of sel-
fishness, much more of injustice.

That Indian empire of ours has become in these
days a subject of interest in the remotest corners of
Europe. There is not a railway, nor a river, nor a
valley, nor a mountain track, on the great lines of
communication with the East, where the Anglo-
Indians and their strange empire, are not now
subjects of wonder with the people. With the
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Switzer, the Tyrolese, the TItalian, the modern
Greek, the Turk, the Egyptian, and the Arab,
as well as the Frenchman and the Russian, the
Anglo-Indian and the Anglo-Indian empire are
ever present as great and unaccountable phenomena.
The moral effects of this prestige upon the national
character are not casily measured, and the man who
overlooks them has little pretensions to insight or to
statesmanship. Shorn of her Indian empire, England
would be deprived, not merely of the direct material
- advantages she derives therefrom, but of indirect
influences of the most important kind in the forma-
tion of the national character.

In the course of the discussion raised some two
or three years ago in this country by Mr. Goldwin
Smith, as to the advantages derived by England
from her colonics, one of the leading journals of the
country, the ZFconomast, told us that the propor-
tion in which each party should contribute towards
the cost of defending these possessions should be
determined, amongst other considerations, by “ the
respective interest which each has in maintaining
the connexion,” and * the respective capacity of the
two parties.” Let us. now, apply these considera-
tions to the case of India. The first is—

The respective interest which caclh party has in
maintaining the connexion.

Now, as England does not contribute anything
to the defence of India, we must conclude that
she has either no interest in maintaining the con-
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nexion, or that she is unjustly evading her share
of the cost. There 1s no escape from the alternative,
it the FEconomist be right; and that it is right no
lionest man, I think, can doubt. If we were asked,
for instance, to state the reasons why England main-
tains so large an army in India, I suppose the
answer must be somewhat as follows :—
1. For the maintenance of good order and quiet
in the country.
For repelling outward aggressions upon the
people.
3. For the maintenance of our monopoly of the
chief administrative posts therein.
4. For the safety of our millions sunk therein.
5. For the control of all the commercial rela-
tions of India with other countries.
. For the supremacy of England throughout
the East.
7. For the national prestige.

Can any candid person review this answer—
and I believe 1t is a strictly correct one—and yet
contend that, vast as are the interests we thus have
in the maintenance of the Indian army, we ought
not to be called upon to defray any part of its cost ?
Why not 2—but upon some such notion as I have
attempted to explode, that conquest gives us the right
to exact from India the payment of the whole. I
admit at once that it may be contended, upon the
other hand, that India has an interest in the main-
tcnance of England’s independence, and might,
therefore, he called upon to defray part of the
cost of defending this country: and it is barely

LS
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possible that a careful inquiry into the just liabili-
ties of the two countries would lead to but a
slight amelioration of India’s burden. The high-
handed refusal of this country, however, to submit
the question to the arbitrament of justice, and the
assumption of a right to dispose of the revenues of
India at pleasure, is most unworthy.

That the rule laid down by the Economist is not
allowed to guide our course, is well illustrated
by the fact that we have devolved upon the people
of Tndia, the whole cost of suppressing the rebellion
of 1857. Now that rebellion was no more justly
chargeable upon the people of Central and Southern
India, of Sind and the Punjab, than upon South
Australia. If any people were strictly answerable
for the event, it was the English people, who have
nevertheless devolved the whole cost of suppressing
it upon India. Allow that the British provinces of
India had o deep interest in its suppression—had not
the Nizam, Holkar, Sindia, Rajpootana, and the
Travancore states an equal interest therein ? And
if we cannot decently make these states responsible
for the disgraceful mutiny of owr soldiers, does the
fact give England a right to fasten the cost of its
suppression upon the loyal people of Madras and
Bombay ; while as much interested herself therein
as they, she refuses to touch the burden with her
little finger.

If we turn to the other principle laid down by
the Economist—viz. :—

The respective capacities of the parties to sustain
the cost,
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we must admit at once that as England is the
wealthiest of all countries, while India is amongst
the poorest, judgment must be pronounced against
the course we are following, without hesitation. The
truth is that, at present, no law but that of “the
stronger ” regulates the matter. We are stronger
- than India, and we refuse to discuss with her the
grounds upon which we deal with her treasury ; and
we have ever done so.

Throughout the early period of British rule in
India, the notion was openly avowed, and acted
upon, that the surplus revenues of India—if there
were any—belonged of right to the English people.
It is cause of astonishment to us In these days to
find even Mr. Mill, 1n Ius efforts to depreciate the
Fast India Company and the value of their posses-
sions, maintaining that unless “ India affords a
surplus revenue which can be sent to England,” she
is a severe burden and a drain to England.

In conformity with these views were all the early
Acts of Parliament, regulating tlie relations of
the nation with the East India Company, drafted.
When the East India Company were first invested
with the Dewanee, or Civil Government of Bengal,
Bahar, and Orissa, in 1765, the Parliament consented
to guarantee them in the possession of the territories
and revenues, they were thus called to administer,
only upon their undertaking to pay 400,000L. per
annum into the English Treasury! In other words,
the Parliament consented to their governing, or
misgoverning, the territories conferred upon them by
the Mogul, only upon the condition that they wrung
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from the miserable people of those provinces, a
contribution of 400,000l a-year for the English
Treasury. Many of you are familiar, I dare say,
with the result. ~ Under the combined pressure
of private and Governmental exactions, so vast
an abstraction of capital marked the first twenty
years of our rule in Bengal, that the province was
reduced to a condition of almost hopeless misery.
The amount of capital thus abstracted from India
during the first forty years of our rule therein,
from 1765 to 1805, was enormous. I have looked
somewhat carefully into the subject, and I avow
my conviction that if we calculate the annual in-
crease of that capital at 5 per cent. only (the cur-
rent rate of this country), KEngland is to-day richer
by 1,000,000,000. sterling, and India poorer by the
same amount, than either country would have been
but for that abstraction.

Political writers in this country systematically
depreciate the value of our Indian empire, simply
that they have no notion of the extent to which
India has ministered to the wealth of England. Five
millions of capital wrongly abstracted from India
under the rule of Clive and Hastings, and brought
to a land of industrial activities so great as ours,
represents to-day a sum almost fabulous; while it
is impossible to measure the disastrous effects
of such a loss upon a country so wretchedly poor as
the India of those days; a country in which the
common rate of interest is from 15 to 25 per cent.

I wish, gentlemen, for the honour of my own
country, and of the pure and holy religion which it
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professes, that I could point to this wrongful abstrac-
tion of Indian capital as purely a thing of the past.
In the coarse but expressive language of Mr. Laing,
India has too long been “the milch cow of Eng-
land.” She unhappily continues to be so to thisday ;
and there is no hope, I fear, of the financial rela-
tions between the two countries being settled upon
an equitable basis, until the people of India them-
selves wake up to the wrong that is being committed,
and speak their determination that it shall cease. It 1s
to incite you to discharge this duty that I have chosen
this subject to-night, and if Englishmen have been
guilty of injustice to your country in the past, let
an Englishman do something to redeem the na-
tional character by calling your attention to the
wrong, which, in your want of political knowledge,
you and your countrymen overlook.

The period 1s approaching when the Indian ac-
counts for the year will be laid upon the table of
the House of Commons. No question will be raised
concerning them ; for there is almost no one within
the walls of Parliament who bas a sufficiently
exact acquaintance with the subject of the Indian
finances, to make an effective criticism of the balance-
sheect that will be presented. Now I want you to
address yourselves to the task of examining that
balance-sheet in earnest. Your first efforts will be
feeble, and may seem almost in vain; but if you
perseverc in the patient and determined effort to
enlighten the public mind of my countrymen upon
the subject, you will at last succeed. You will find
& Member here and there willing to listen to your
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representations, and ready to enforce themn upon the
attention of the House. You will find by degrees
political writers in the country coming to your assist-
ance, men in whose hearts a love of justice has
been implanted from on High ; and happy is it for
England that it is these men who, in the long run,
guide the counsels of their country.

The first step to be taken is to get the accounts
themselves presented in a more effective shape.
At present they are far too general to admit of effec-
tive and close revision. What is wanted is that
the Indian accounts should be presented in the shape
in which the Home Budget and Estimates are laid
before the House. In particular, I would have you
direct close attention to what are called the Home
Charges of the Indian Government. In round
figures, the revenues of India are about 46,000,0001.
a-year, and they are administered through two
treasuries—the Indian Treasury and the Treasury
of the India-office in London. And it is with the
accounts of the latter that your Society should
occupy itself in the first place. And for this reason :
that whatever improper expenditure may take place
in India, s made upon Indiansoeil and Tndian 1ndu=3try
The expenditure of the London Treasury—the Trea-
sury of the Secretary of State for India—is of a very
different character. The receipts of that Treasury,
amounting to 8,000,000.., I suppose, a-year, repre-
sent so much capital drawn from India by means of
taxes, and there is a very wide difference, gentlemen,
between the effect of taxes spent within the country
n which they are raised, and taxes spent without it.
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Taxes spent within the country in which they are
raised are an evil, but taxes spent without a country
mean the total loss of so much national capital as
they amount to; and it is for this reason that I
would urge you to concentrate your attention at
first upon the expenditure of the Westminster
Treasury.

It 1s not my intention to discuss minutely in
this paper the charges which the Home Treasury
sustalns. I express to you my full convietion, how-
ever, that many of those charges are inequitable, and
ought not to be borne by India at all ; and in setting
you upon the task of investigating them, it will be
as well, perhaps, to give you a hint or two as to some
of the principal of them. Take, then, the very first
item that figures in the list. You will find it is a
payment of 630,000{. a-year for what are called
“ Dividends upon East India Stock.” Now that
charge has been figuring in the Indian balance-sheet
for more than thirty years, and 1its history is as fol-
lows.

The paid-up capital of the old East India Com-
pany amounted to the sum of 6,000,000l sterling,
and with this capital they carried on the somewhat
incongruous occupations of East India merchants
and rulers of India. Well, it was found impossible
to keep the accounts of the two separate; and in
1834, when Parliament put an end to the trade of
the Company altogether, the capital of the Company
had disappeared, and a debt of fifty or sixty millions
sterling was owing by them. Whether the re-
venues of India had gained or lost, upon the whole,
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by the trade of the Company, no man could tell.
Some sald one thing ; some another. The only
thing that was certain was, that the financial result
of the joint business of trading and ruling, was an
enormous debt. The Company and India were ever
treated, by this country, as partners ; and under that
partnership the former was empowered, by Act of
Parliament—Ilet the net result of their trading and
governing be what it might—to declare a dividend
every year of 10 per cent. upon their 6,000,000{. of
capital called East India Stock, even though they had
to borrow the money to pay it. The result was
that the price of that Stock ruled constantly some-
what above 200. Well, in 1834, the nation deter-
mined to put a stop to the trade of the Company
altogether, and to confine them to the business of
administration. It was affirmed that the interests
of English merchants demanded that the trade
should henceforth be open in their favour. The
- Company itself protested that great profits had
accrued to the Indian revenues from the trade, and
that their debt would have been much heavier but
for these profits. I believe it was impossible to
determine, with any reasonable certainty, what the
net result of the trade had been, except for the last
few years of its continuance.

Parliament resolved, however, and wisely, that
the trade of the Company, whether it were profit-
able or otherwise, should cease, in the interests of the
private merchants of Great Britain. In other words,
the partnership between the East India Company
and the people of India was declared dissolved,
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and, as there were little assets to divide, but
enormous liabilities to mecet, it was generously
determined that the East India Company should be
let out of the partnership, and the people of India
required to pay the Company just fwice the amount
of their paid-up capital, or a sum of 12,000,0007
sterling, on the ground, forsooth, that they had for
very many years been empowered by the same Par-
liament to declare an annual dividend out of Indian
revenues of 10 per cent. upon their 6,000,000L. of
Stock !

It is truly amazing that such a transaction should
have been possible. Upon the supposition that the
trade was profitable, surely it was reasonable, when
transferring that trade to the merchants of this
country, that they should have indemnified the East
India Company for its loss. On the other hand, if
the trade was not profitable, it was monstrous to
require the people of India to recoup the Company
twofold for the capital it had lost therein.

If we even assume that the Company’s capital had
been sunk on territorial account, the replacement of
that capital out of the revenues of India, was all that
could be justly exacted therefrom : while to require
that India should pay a forfeit of 6,000,000¢ ster-
ling beyond that capital, that the merchants of
Great Britain might obtain the advantages of an
open trade with China, does seem the very acme of
injustice.

However, so it was determined, and the result
18, that you will find a charge of 630,000/ entered
year by year in the Indian balance-sheet as the first



34

item of the Home charges. Well, it depends largely
upon you whether that item shall remain there.
This item alone represents (without interest) an
abstraction of capital from India since 1834 of no less
a sum than 19,000,000!. sterling! With interest at
five per cent. only, it would represent, I suppose,
two-thirds of the present debt of India.

With a show of great magnanimity you have
sometimes been told that though India should
eventually prove a losing speculation to us, 1t Is
our plain duty to continue the administration of its
affairs : “ There [India] we have established our
‘“ supremacy over nations naturally hostile, and
“ with a civilisation as elaborate as our own, but
“ degrading and noxious. We have by degrees
“made every other rule except ours impossible.
“ Wec have taken possession of the most magnifi-
“cent field for doing good ever presented to any
“ people. It would be simple infamy to give it up,
‘“ because we had suddenly discovered that it was
“not also a field for making money; or that we
“could make the money without the trouble or
“ responsibility of governing it. Whatever India
“ may hereafter cost us, we must retain our empire
‘““ there ; because it is not a nation that we have
‘“ conquered, but a crowd of warring races whose hos-
“ tilities we have repressed ; and because our rule
“1s a blessing which we have succeeded, in pursuit
“of our own selfish aims, in making indispensable.”

This is all excellent and true, and my only objection
to it 1s the claim put forward to any magnanimity
for the resolution to hold India. The value of the
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Indian empire to ourselves, is systematically and dis-
honourably ignored. The vast material advantages
we reap from its possession, the mine of wealth it
has proved to us, are thrown into the background,
and never even alluded to. * While India costs us
nothing—or, more truthfully, while she is willing to
remain the milch cow of England —it is our solemn
duty, it seems, to retain the empire in the interests
of India itself. But advance the least claim upon .
the English Treasury, however equitable it may be,
and the national temper 1s at once expressed in the
threat to “ cut us adrift.” Now we do not want any
assistance from the Home Treasury. Ingland is at
liberty to squander what money she pleases upon
Canada, Ceylon, the Cape, or the Mauritius. But
what we do want, and what you must insist upon,
is that she will cease indenting upon your treasury
for charges you ought not to bear. Were the ap-
portionment of the so-called Indian debt brought
into any court of equity in the world, I am sure
that two-thirds of it, if not the whole, would be
promptly declared an FEnglish, and not an Indian,
liability at all. It is hypocrisy in these circum-
stances to talk about “our solemn duty” to retain
the sovereignty of India. We retain it for our own
advantage, as we made its conquest for our own
advantage. And before we can rightly talk of its
being our duty to retain it, we must purge ourselves
of the selfishness that vitiates all our relations.

We wrested Mauritius from the French, the Cape
from the Dutch, Canada from the invasion of the Ame-
ricans, and later from its own rebellion—but in none
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of these cases did we venture to impose the cost of
the expeditions which achieved these successes upon
the people of those dependencies. But not content
with empire as the reward of victory in India, we
have made its people pay to the last farthing the
cost of the wars in which that empire was gained ;
and then used their resources as we pleased to main-
tain our supremacy in other parts of Asia.

. Thus there 1s a demand annually made upon the

Indian Treasury for the sum of 3,000,000/, in pay-
ment of interest on the debts incurred in the prose-
cution of the Affechan War, and in the suppression
of the Indian Mutiny. Now I speak within the
hearing of men who are quite able to verify what L
say, when I affirm that the large sum of money thus
claimed is taken from India every year, by no law
but that of might. Will it be contended seriously
that the Affghan War was entered upon in the
interests of India, or that India had any voice what-
ever, either in its prosecution or its close ? It was
a purely English war, undertaken by English states-
men in the teeth of the rulers of India, and in
purely English interests; and so mistaken and so
guilty was that war, that it has come to be called
proverbially “the tniquitous Affghan War.”

And yet, though India had nothing whatever to
do either with its inception, its responsibility, or its
prosecution ; and though the Kast India Company
protested earnestly against the whole affair; this
country has fastened the whole cost of it, namely,
1,000,000/. a-year in perpetuity, upon the people
of India. Already the sum abstracted from them
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on account of that war does not fall short of the
whole amount of our boasted expenditure upon
Indian railways. We are at the present moment
taking 1,000,000.. sterling a-year from India for the
cost of that imquitous war; and we mean to take it
still. I do not stay to notice the miserable pre-
tences upon which the interests of India were
sought to be linked with that war, which cost,
directly or indirectly, 20,000,000 to 30,000,000
before its last traces disappeared from the Indian
balance-sheet.

Once more I point your attention to the fact that
England 1s also exacting 2,000,000/ every year
from India, and means, unless you forbid it, to exact
it in perpetuity, for the suppression of the Indian
Mutiny. And yet, what fact in equity can be more
certain, than that the cost of suppressing that out-
break should be borne by those by whose misrule it
was occasioned? There 1s no longer any controversy
as to its causes. The English Government of the
day was committed to a course of spoliation of high
and low. On one pretext or another, our treaties
with the native princes of the country were violated,
that we might seize their possessions, while Enam
cominissioners were sweeping as with a besom all
the private freeholds of the country into the Govern-
ment treasuries. It was impossible all this while to
secure a hearing for any remonstrance that came
from India. Every petition presented to either
Lords or Commons was treated as so much waste
paper ; and when at last a rebellion occurred, we
hound the whole cost of its suppression, to the last
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farthing, upon the shoulders of the people. But we
reversed our policy, and signed judgment against
ourselves for the debt in doing so.

Before 1 dismiss this subject, let me ask your
attention to a fact concerning the Mutiny debt,
which ought to be put prominently forward by you.
It happened that a large part of this so-called debt
of 40,000,0007. was incurred just at the time when
this country was under the panic of a French inva-
sion. There were no fewer than 100,000 troops in
India at the period, the depdts of which, amounting
to 22,000 men, were in this country. Well, all
through that panic, those depéts formed a most im-
portant part of the national defences of the country,
and English statesmen and newspapers comforted
themselves with their presence here. Can you
believe 1t possible, then, that the whole cost of their
malntenance was thrown — as the cost of these
depots ever was thrown—upon the Indian Treasury,
upon the pretext that the regiments to which they
belonged were serving in India? Comment upon
such a fact is superfluous.

Were India powerful enough to resist these misap-
propriations of her revenues, the Home Government
would cease to make them; and while these prac-
tices and others of the same kind are persisted in, it
is impossible to listen without disgust to writers who
tell us that England retains her Indian empire from
a solemn sense of her obligations thereto. It has
been estimated that the acquisition and defence of
her colonial dominions have cost her in the aggregate
400,000,000/ sterling, or half the total amount of
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her debt. India, meanwhile, has never cost her any-
thing, while every charge that can be connected even
remotely with its name 1s cast upon 1t without
hesitation.

Up to this hour the Lords of the Treasury, in
concert with the General Post-office, have fastened
upon the Indian Exchequer half the loss which an-
nually accrues upon the transit of the Mediterranean,
Egyptian, Ceylon, and China mails; and till lately
India was also made to bear half the loss of the
Mauritius and Australian mails, upon the monstrous
pretext that India was as much interested in the con-
veyance of those mails as England! Again ; itis not
enough that India is willing to pay her full share of
the loss that arises upon the conveyance of the
present Indian mails to Bombay, she will be allowed
a weekly mail thereto only upon condition that she
consents to bear the whole cost of it, and half the
loss that will acerue upon the conveyance of useless
mails, vid Galle, carried for the sake of English
interests. Is not such conduct fitted to awaken
indignation and remonstrance ?

Bear in mind, gentlemen, that this unjust abstrac-
tion of capital from your country is fatal to its well-
being. With reference to its economical effects
upon the condition of India, the tribute paid to
this country is by far the most objectionable feature
in our existing policy. “The burden of a tribute,”
says a late excellent writer upon this subject—1I
mean Major Wingate—*“1s aggravated in proportion
“as the tributary country is backward in civilisa-
“ tion, and possesses few mechanical and scientific

-
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“ aids for augmenting its productive power ; for the
“ net income of such a country, or the surplus of
“ the gross produce of the nation’s industry over
“ and above the quantity required to replace the
“ amount consumed in production, must necessarily
“ be small. A country in the high state of indus-
trial development of our own, could probably pay
in tribute omne-half of its whole taxation more
“ easily than India could pay one-tenth, which was
not far from the proportion that the tribute bore
to the gross revenues before the outbreak of the
mutiny. From this explanation some faint con-
ception may be formed of the cruel, crushing
“ effect of the tribute upon India. Let the reader
endeavour to picture to himself what the present
“ condition of India would have been, had the
“ eighty or ninety millions of Indian taxes, which
““ have been transferred to this country in the pre-
“sent century, been spent in India upon repro-
“ ductive public works calculated to augment the
“ producing powers of that country. India would
“ long ago have been penetrated in every direction
“ by roads, canals, and railroads. Agricultural pro-
“ duce would, by means of the facilities of transit
“ thus afforded, have been drawn from the remotest
“ parts of the interior to the seaboard for export to
“ foreign countries, and those regions which now
“ cannot import, because they cannot export, would
“ have become consumers of foreign commodities in
“ exchange for the produce thus sent away. Itis
“ probably a poor and inadequate conception to
‘“ suppose that the net surplus of Indian industry

€
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“beyond the cost of production, as distinguished
“ from the gross production, would by these means
“have been doubled or trebled. The Indian
“ tribute, whether weighed in the scales of justice,
“or viewed in the light of our own true interest,
“will be found to be at variance with humanity,
“ with common sense, and with the reccived maxims
“ of economical science.”

Well, T want to see this Society addressing itself
to an effective scrutiny of the items of which this
tribute is composed. You will find some charges
therein that ought not to be borne by India at all
(as the pensions of the St. Helena Establishment and
the cost of the new India-office in Downing-street).
You will find others that ought to be fairly appor-
tioned between the two countries, instead of being
cast wholly upon the poorer one, as is now done.

For, “ if we have governed India not merely, nor
‘“ primarily, for the natives of India, but for our-
“ selves, we are clearly blameable in the sight of
“ God and man for having contributed nothing to
“ maintain our supremacy therein. Our fair share
““ of the cost of maintaining that supremacy, repre-
“ sented by the degree in which DBritish interests
“ have decided our course—be it greal or small—
“ should have been duly paid. This has never been
“ done ; but, on the contrary, a vast amount of
“ capital has been abstracted from your country
“ upon pretences fitted to bring a blush upon the
“ cheek of honest men. England has been powerful,
“ and India at her feet, and little chance has the weak
“ had of enforcing moderation upon the strong.”
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There is but one way, gentlemen, to get this
remedied, and happily it is within your reach. With
all our shortcomings and offences, we have done
much to atone for them, in placing an effective
weapon of redress in your hands. For we have
made you what you are, free and educated men ; and
in challenging you to-night to turn your arms against
us that you may force us to be just towards you, I
know T am consulting not merely the material
interests of your country ; but the honour and well-
being of my own.

LONDOX: W. J. JOHNSON, PRINTER, 121, FLEEr STREET, E.&
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The Moors, Tuyford,
Noe. 1, 1866,

My Lorv,

The more I reflect upon the suggestion that Go-
vernment should give some assistance in the further prose-
cution of the great Reclamation Works on hand in Bombay,
the more am I satisfied that the public interests of both
countries point to the admission of the claim.

The great drawback to our rule in India is the vast ab-
straction of capital that, unavoidably, takes place from the
country every year, in the shape of taxes that have to be re-
mitted to England, in payment of what are called the Home
Charges of the Government. T have never concealed my con-
viction that those charges ought, in justice to the people of
India, in great measure, to be taken upon English shoulders.
I fear the period is distant, however, when the propriety of
this demand will be recognized by English statesmen ; but,
in the meantime, great relief may be afforded to the people
of India by a wvigorous prosecution of Public Works in the
country. It is of great importance to India that she should
retain within her own borders every rupee of capital raised
therein by taxes ; and as this cannot be the case under foreign
rule, the next best thing for her is to attract, by all legitimate
means, the import of foreign capital, as a compensation for
that lost in the Home Charges. The time will come when

¢
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these charges (even if they admit of no mitigation) will sit
lichtly upon her industry, where, in the past, they have had
the most crushing effect thereon, and would now, but for the
accident of the American War, paralyze all its springs. Eng-
lish writers have a very imperfect tnsight into the true con-
ditions of our progress in that country. The ITome Charges
have become so burdensome since the Mutiny, that India
could hardly have stood up under them, but for the wealth
poured upon her by the American War; which has not only
cnabled her to bear the burden, but has permitted the re-
demption of a part of the debt incurred in this country
during 1857-8-9, in the suppression of the Mutiny. An-
other important element of strength has been the large
expenditure upon Railway enterprise in India since 1858;
and it is of great importance that we should recognize
clearly the connexion there has been between her power
to sustain the enormous absiractions of the last three years,
and her vast émporfs of capital in the shape of Railway
subscriptions, and profits upon cotton. Now, the ex-
penditure upon Railways will not last very much longer,
unless a great extension of the system is decided upon;
and we must loock for a steady diminution of the profits we
have been reaping upon Cotton. The abstraction of capital
Jrom India will meanwhile steadily increase; and, let it be
remembered, that I have noticed but owe channel of that
outflow (the GGovernmental demand) where a dozen exist;
our whole conuexion with India, public and private, being
« giant system of absenteeism.

I repeat, that we cannot recognize too earnecstly the pro-
;viety of investing, as freely as possible, the surplus ac-
nmulations of capital in this country upon Indian soil.

I is plainly desirable, moreover, that Iundia should obtain
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that capital as cheaply as possible, to lessen the weight of
the interest, which, by-and-bye, will go to augment the claims
of England upon ber industry. It ison this account that it
1s 1mportant to induce the people of India themselves to
undertake, or rather project, the execution of public
remunerative works — viz, that they muy retain as large
a proportion of the profits as possible, within the country it-
self.

There are strong objections both to the Guarantee
system—under which the Ratlways are being constructed—
and to the system of Public Works expenditure by the
State itself, To deal with the latter first. It is unhappily
notorious, that the Public Works Department is a costly
failure, Whether, by a reorganization of it, it is pos-
sible to secure, through that department, the maximum of
returns for the minimum of expenditure, I do not inquire.
I only know that, as matters now are, we are believed to have
the maximum of outlay, and the veriest minimum of returns.
Indeed, I doubt very much whether, of the whole Public
Works expenditure of India (excluding that upon Railways),
one-hai{f is not as absolutely wasted as though it were thrown
into the sea. Well-informed men, who know the department
thoroughly, affirm that five-sixths of the expeuditure is lost.
I believe no one had a stronger conviction of the waste of
the department than Sir C. Trevelyan, while he was power-
less to remedy it.

The drawbacks to the Guarantee system are patent to
the world. We have divided responsibility; and incessant
clashing, delays, and ruinous expense, as the result. The
guaruntee deadens the interest of the shareholders in the
economic construction and profitable working of the lines,
while the interference of the Government disgusts their
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executive. There is room, moreover, for looking with
jealousy upon a system which leads to our borrowing capital
in England upon much less favourable terms than the Go-
vernment might command if it chose ; and I venture to point
out ““a more excellent way’’ for our adoption.

I think, then, that “the Guarantee system’’ should be made
to give place, as far as possible, to one not so calculated to
weaken private interests in the results.” T would use the credi?
of the Government to enable projectors in Indiu to borrow capital
upon better terms than they could otherwise get. India isso
distant a field of investment, and its elimate so much dreaded,
that we shall never find English capitalists on the London
Stock Exchange very ready to embark therein without a
State guarantee. On the other hand, the English capitalists
on the spot—I mean the mercantile community in India
itself—seeing around them a vast field for profitable works,
are the very men to project such works, as the leaders of
the Native wealthy commnunity.

It is becauge of this, that I look with deep interest upon
such enterprises as the great Reclamation Works in Bombay,
the shareholders in which are chiefly native. It seems to me
that the work is in the right hands, and that it is vastly
better for India that a Company of its own should be
doing the work, than that a London Company should have
undertaken it. 'The profits, it is believed, will be very great,
and it is of importance to India that those profits should
stay there, instead of coming here. What the Government
might do, and, I submit, should do, is to employ its credit
to help the Projectors to borrow money upon cheaper terms
than ean be obtained in India. In other words, the Govern-
ment should cither lend the Reclamation Companies money
upon a mortgage of the land, or float their debentures upon
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the London Stock Exchange with a Government indorse-
ment. The Government might easily borrow any amount of
money for such enterprises at four and a-half to five per
cent., and could charge the Companies six per cent.; the
margin being a clear gain to the revenues of India, or a sort
of premium against possible risks.

The advantages of such a system of assistance are clear.
. As sceurity :—

1. There would be the standing and responsibility of a
body of shareholders, concerning whose means and
position the local Government would possess full
information.

2. There would be the works themselves, concerning the
value and prospects of which the Government
would be able to form an exact judgment.

3. There would be the capital subscribed and expended
by the Company itself, which should of course bear
some proportion to the amount loaned by the State
to assist the enterprise. 4

&

4. There would be the most powerful of human motives
at work to secure the success of the enterprise—viz.,
the private interests of the shareholders, free from
the benumbing influence of a guarantee.

Other advantages would be these :—

1. No divided counsels in the prosecution of the works.

2. Freedom from Governmental interference; which ex-
perience shows to be so uniformly harmful.

3. Certainty of the most rigid economy in the construc-
tion and prosecution of the works.

4. The retention within India ifself of the greater part of
the profits resulting from the enterprise.
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In making a special application of the thing to the circum-
stances of Bombay, I select “ The Elphinstone Land Recla-
mation Company” for illustration. The public importance
of this great enterprise I need not discuss. I see from their
last Report that the Company have expended about a million
and a-quarter sterling as far as they have gone, and that
they contemplate having to make a fresh call upon the share-
holders early in Junumary. T do trust, with all my heart,
that they may be able to avoid this, in the circumstances of
the place. Stricken down as Bombay is, by the successive
crises in the Cotton Market from October, 1864, down to May
last, it 13 cruel to call upon its community—reeling under
these calamities—for further contributions to Public Works.
There is a great future before Western India while cotton
remains anything above sixpence per pound, and the recovery
of Bombay to financial prosperity is but matter of a little
time. But 1t must have that time. Now, instead of making
a call upon the shareholders, why should not Government
give them assistance ? Has not this Elphinstone Company,
for instance, done enough to entitle it to such assistance?

It seems to me that the State cannot refuse it without
falsifying the pledges and assurances of years, that it is
anxious to assist private enterprise in the prosecution of
Public Works in India. The boon to Bombay would be
immense at this crisis; but the chief thing is to get the
principle involved in the application fully brought out, with
a view to it8 adoption in favour of al/ well-considered
private enterprises in India. Upon no other principle, per-
haps, could Governmental help be so healthfully, so wisely,
extended.

To return to Bombay for a moment. The financial pros-
tration of the place, and the peculiar position of its Share
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Market — flooded by the banks in liquidation with shares of all
descriptions—make it of great moment that assistance should
be given to every Company therein pledged to public improve-
ments, where it safely may be given. Of course, the Govern-
ment upon the spot must be the judge of what enterprises
should be assisted in the way T have pointed out; an as-
sistance which, I am sure, might be rendered to the Company
I have named, with the utmost safety, and with the most
reassuring and happy effects. If the great Public Works
in course of prosecution in the island, after the vast sums
of money so spiritedly sunk in them, are to be abandoncd,
or even deferred for a long course of years, the fact must
be, I think, a reproach upon the Government which per-
mitted it, while professing the most earnest desire to help
all useful enterprise in the country. The assistance of Go-
vernment at this juncture would have a most happy effect
upon the island, bringing back hope and courage to all
classes. No financial pressure at Calcutta need, for a mo-
ment, stand in the way ; since a Government endorsement of
the debentures of the Companies to be assisted is all that
would be required. That endorsement has, I observe, just
been given to the G. I. P. Railway Company for £1,000,000
sterling ; and I submit that similar assistance might be ex-
tended to some of the great Public Works in progress in
Bombay, with equal propriety. The Elphinstone Reclama-
tion Company has already reclaimed, and presented to the
Government, 50 acres of land as a site for the Goods
Terminus of the G. I. P. Railway, which must otherwise
have been reclaimed by the Government itself at enormous
cost. The Bombay Reclamation Company, on the opposite
side of the island, has engaged, on its part, to give the
Government a site for the Terminus of the Bombay and
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Baroda Railway. The works are being carried on, in both
cases, without a guarantee of any kind, at the risk of the
shareholders; and the very least the Government can do, in
a period of pressure like this, is surely to assist the Com-
panies to carry on the works, without further calls upon the
shareholders, till the island has somewhat recovered from its
prostration. If it is right for the State thus to assist enter-
prises which already enjoy the guarantee, d fortiori must it be
so in the case of enterprises that have been undertaken for
great public improvements without a guarantee. That con-
cession in the present case would be immediately followed by
demand in others, is exactly what I wish to see take place,
For the reasons I have pointed cut, the most healthful way
of stimulating the prosecution of Public Works in India by
private enterprise, seems to me to be the offer of Govern-
mental assistance to raise capital in definite proportion to
the shareholders’ outlay. In this way a reasonable prospect
will exist that Public Works will be effectively and profit-
ably undertaken by the people of India themselves, while
the Government lends simply its credit to enable them to
construct the Works economically.

Commending this suggestion very earnestly to your Lord-
ship’s kind consideration,

I am, my Lord,
Your Lordship’s most obedient. servant,

ROBERT KNIGHT.

The Right Hon. Lord Cranborne,
H.M. Secretary of State for India.

LONDON ! W. J. JOHNSON, PRINTER, 121, FLEWT ATREET, E (.
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TO THE

RT. HON. SIR STAFFORD NORTHCOTE, Bunr.,

H.M. SECRETARY OF STATE FOR INDIA.

Sir,—A few months ago, 1n a letter to your prede-
cessor, the Right Hon. Lord Cranborne, T ventured
to suggest that the Government of India might
give conslderable relief to Bombay, by assisting the
Reclamation Companies of that island to raise
money upon the London Stock Exchange, for the
prosecution of their works; further calls upon the
shareholders being greatly to be deprecated in the
prostrate condition of the place.

The courtesy and attention which my proposal
received, embolden me, now that I have just
returned from a six months’ visit to Bombay, to
‘place the results of my renewed personal observa-
tion of its state before Her Majesty’s Secretary of
State for India, in the conviction that it is quite
within the power, and the legitimate province, of the
Government to give effectual relief to the island, in
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the direction which I pointed dut"in my former
letter.

In doing so, 1 shall take the liberty to trace, as
briefly as is consistent with the purpose I have in
view, the history of the place from the commence-
ment of the American War. It is desirable to do
this, I am persuaded, from the very imperfect in-
sight which people have into its condition, and the
erroneous impressions abroad “as to the extent of
the disaster that has befallen 1t. Thus nothing
is more common, even amongst Indian public-
ists, than the statement that Bombay has al-
lowed the American War to pass away unim-
proved; that, instead of wisely investing the wealth
so lavishly poured upon 'her thereby, in works of
public utility, she has allowed the golden opportunity
to pass, and 1s now being rightly punished for her
folly and extravagance.

That great folly and extravagance have marked
the course of the people of Bombay city in the
last five years, must be humbly admitted ; but it is
forgotten that the exhibition of that folly was purely
local, and confined exclusively to the island itself.
What the American War has done for Bombay is
this : it has raised up an immensely wealthy com-
munity, behind the island, in a Mofussil that retains
every rupee of ‘the profits which the unprecedented
prices of the last few years have conferred upon it.
Qur publicists (in particular the Calcutta correspon-
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dent of the Times, a very unfortunate connexion of
that journal) are constantly lamenting the ruin of
Bombay, and the dissipation of the wealth secured to
it by the war. The simple reply is, that the wealth
1s still there. Not one shilling of its vast imports
of silver has Western India really lost. Indeed the
ruin of Bombay Island has largely ministered to the
wealth of the Bombay Mofussil.

The island has been, for years past, between the
upper and the nether millstone of Liverpool, and
the Mofussil. The wealth of the agricultural
masses behind Bombay, has enabled them, as
strong holders, to exact extreme prices of the
Bombay shippers, who in their folly have taken
upon themselves the risks attending those prices,
for the chance of a profit altogether incommen-
surate therewith, and that in a market distant six
months from the port of shipment. The Mofussil
of Bombay has thus gained what Bombay itself has
lost, by the terrible fluctuations of the Liverpool mar-
ket since the first dip in cotton in September 1864.
To understand the present state of Western India,
therefore, it is necessary to draw a sharp line between
the island of Bombay, which is merely the port of ship-
ment, and the Mofussil of Bombay, in other words,
‘Western India. The one is impoverished and pros-
trate; the other wealthy beyond all precedent; and
I need hardly remark that, eventually, the wealth of
its Mofussil means the wealth of Bomibay itself.
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I make these remarks to dissipate, if possible, the
erroneous impressions which are abroad as to the
extent of the disaster that has befallen us. It 1s
strictly limited to the island of Bombay itself, and
therefore of no mationel moment whatever. The
truth 1is, that the public spirit shown by its com-
munity, and by the Parsees in particular, gave the
city a prestige more than commensurate with its
real powers and capabilities; and now that that
prestige 18 destroyed, our publicists are rcady to
lament the fall of our small local community, as
though the fortunes of all Western India were
bound up therewith.

Let me now attempt to describe Bombay sland
and its Mofussil, as they stood respectively at the
outbreak of the American War in 1861. The Mo-
fussil, or Western India, at that period, had entered
upon a course of well-marked and steadily growing
improvement. Its cultivators had Dbeen slowly
emerging, from about the year 1847, out of the deep
poverty into which they had sunk from the sub-
version of the Mahratta rule in 1818 down to the
year I have named. The change of administrative
systemm uunder British rule, in particular the exac-
tion of the Land Revenue in money, where it was
taken in kind under the Mahrattas, had wrought
a most disastrous change in the condition of the
ryots, who were everywhere reduced to a position
of dependence upon the money-lender (soucar).
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For many years, however, before the outbreak
of the American War, the growth of our export
trade had opened a way for the importation of
silver into the Mofussil, in payment of the cotton
and o1l seeds it produced for Europe. The people,
meanwhile, were holding their lands at a rental
extremely low ; leases everywhere being confirmed
to them by the State, for thirty years, at very low
rates. The result was that the cultivator was every-
where slowly emancipating himself from the grip
of the money-lender; and when the American War
came, 1t simply intensified the movement and com-
pleted his freedom. For the first two years, how-
ever, of that war, the profits upon Indian cotton
fell very largely into the lap of the Bombay mer-
chant ; and it was not till 1863 that the ryot
became fully aware of the value of the staple,
and began to exact it from the middlemen who
dealt therein. From that date, the shipment of
cotton was attended with great xrisk. The price of
the staple upon the spot, stood for months together
at Rs.600 to Rs.650 the candy, where in former
years 1t was Rs.80 to Rs.90 ; and individual Bom-
bay merchants were whispered to be holders, at
these prices, of quantities varying from 20,000 to
120,000 bales !

I will now briefly describe Bombay itself, at the
commencement of the war. Unlike Calcutta, the
trade of Bombay has ever been largely in the hands
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of its native community. There were, perhaps,
forty to fifty Europesn mercantile houses in the
place in 1861 ; but the greater number of these
confined their operations, all but exclusively, to
agency or commission business. Thus they sold
upon commission the piece goods and metals con-
signed to them by their constituents at home; and
undertook, for a commission, the sale in Europe of
the shipments of produce made by native firms
thereto. The old firms of Forbes and Co., and
Remington and Co., confined themselves almost ex-
clusively to this class of business; while the mer-
chant houses proper of the place, headed by Graham
and Co., Ritchie, Steuart, and Co., W, Nicol and
Co., were very extensive shippers upon their own
account, as well as houses of agency.

The repute of our mercantile community was pro-
bably unrivalled in the year 1861. Calcutta and
China had been periodically destroyed by commercial
disasters ; but in Bombay failures were unknown.
Its merchants had passed unscathed through the
tempest of 1847, and, ten years later, through the
terrible ordeal of 1857. In particular, the Parsee
community was held to be the embodiment of all
that was prudent, and successful, and honourable in
trade. As the birthplace, moreover, of the great
Oriental Banking Corporation, and of other insti-
tutions only second thereto in magnitude, the city
was Justly regarded as the great heart of the banking
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world in the East ; and we held our Leads very high
In consequence.,

We were proud of our banking establishments; of
the unblemished credit of our great Juropean
houses; of the public spirit of the Parsee com-
munity; and of the enterprise of our native mer-
chants. In spite, too, of a somewhat Inadequate
supply of water and a disgraceful sanitary condition
the i1sland enjoyed a climate of singular salubrity,
and boasted the finest harbour in the world.
Marked out by its position and natural advan-
tages, as the capital, not of India only, but of Asia,
the terminus or centre of all the steam navigation
and raillway traffic of the East—what wonder if its
people were elated by their prospects, and but too
ready to be betrayed into extravagance by such .an
event as the American War?

In the very midst of our prosperity, there were
certain elements of ruin amongst us, which became
fatally developed in the course of the war. Itisone
of the misfortunes of the non-official body of Furo
peans in India, that 1t is composed almmost en-
tirely of young men. The private firms and the
banks of India are represented by a succession of
gentlemen, who, going to India at twenty-two years
of age, expect to retire therefrom with fortunes
ab thirty to thirty-five. Now, for many years before
the war, the young banking personnel of Bombay
had become largely demoralized. Managers and
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directors too, in some cases, were in secret partnership
with the brokers of the place, for speculative opera-
tions. in the Share Market. The community being
" small, and the managers intimate with each other,
~ the discount resources of each bank were at the dis-
posal of all the others. Where the directors them-
selves were not participators in these ruinous courses,
they all but openly connived at them; and the result
was, that the managers of these institutions,
handsomely as they were pdid, came to look upon
their appointments as valuable chiefly for the indirect
sources of gain opened to them thereby.*

With the financial institutions of the place thus
demoralized, full scope was given to the speculative
tendencies of the community. An important section of
. the native mercantile body had long been engaged in
purely gambling operations in the opium trade; and
the practice of time-bargaining, hitherto confined to
that market, speedily spread to the cotton trade,
when the quotations for the staple began to fluc-
tuate violently with the advices of each mail from
Europe. The enormous gains which were made by
shippers of the staple in 1861 and 1862, when the
course of events in America ‘was not quite cer-
tain, sent the whole commumty mad. ~ Impatient
of the trouble of actual trade in the staple, all

* Tt is just to exempt from these strictures the Oriental Bank-
ing C'orporation and the Commercial Bank.—R.K.
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classes rushed into time-bargains with the native
brokers for the sale or purchase of cotton, upon the
understanding that, at the maturity of the contract,
settlement should be made simply by payment of
the difference in price. Now it was the spread of this
practice, two or three years later, to the Share
Market, that Dbrought about the ruin of the
place.

At the outbreak of the war, in 1861, the Bombay
community stood with an unblemished credit ; with
the reputation of great mercantile qualities; the
prestige of a genius for banking enterprise such as
no other city possessed ; and with an amount of
public spirit unknown elsewhere in India. Tts re-
sources were—the accumulations of past years of
successful trade; an indefinite credit; a Mofussil
behind it steadily improving in wealth ; and now
the opportunity of the War. TFor the first two years
of that war the vast profits that were made upon
the shipment of cotton to Liverpool, fell chiefly to
the lot of Bombay merchants. It was some time
before the growers of the staple became sufficiently
assured of the course of events to demand the ex
treme prices which they afterwards exacted. In
the meantime, I say, the lion’s share of the profit
fell to the lot of Bombay itself.

It would have been well for us had it been other-
wise, This sudden accession to the wealth of the
island, 1t was, that gencrated the folly and extrava-
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gance that enswd Unaocustomed to hold land,
or invest money in any way in the Mofussil, a
desperate struggle began amongst ‘the native mer-
chants for the investment of their gains within
the limits of the island itself. The result was, that
all descriptions of property were submitted to sale,
and realized fabulous prices. Land changed hands
at enormous prices ; new houses were commenced
all over the island; new press compahies and
great shipowning companies founded day after day;
new banks projected almost hour after hour ; and
finally, giant reclamation works undertaken, in the
belief that the resources of the island were bound-
less. .

What the available capital of the plam was in
1864, 1t 18 difficult to say. It consisted of the
cxceptional gains of 1861-2-3. 1 doubt very
much myself, whether that capital ever exceeded
10,000,000/, sterling. The narrowness of the sphere
within which 1t was to be employed,_gavé an 1m-
pression of its magnitude altogethér false and
erroneous ; an Impression shared, unfortunately, by
the Government of Sir Bartle Frere in common
with the island.

It must suffice to say, that at the period in ques-
tion, Bombay believed its resources to be bound-
less; and acted accordingly. The éorﬁmuhity
entered upon a scale of private and municipal ex-
penditure, altogether unknown in the island before.
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Giant works of public improvement were pro-
jected ; the most princely donations were made by
native gentlemen, for the foundation of educational
institutions ; the fort walls were pulled down that a
new city might be built upon their site; and all
the public lands of the island were put up to sale,
in the belief that private capitalists would pay
unheard-of prices for thew, and that out of ther
proceeds the new capital of India would arise in fit-
ting splendour, :

This lamentable mania was shared, as I have
said, by the Government as well as the com-
munity. The resources of private enterprise were
believed to be boundless. In the light of the un-
finished works now scattered all over the island, we
see how limited those resources really were. In
view of the amount of private enterprise to which
the island stood comumitted at the close of 1864,
it is not too much to affirm that in the popular’
apprehension of the time they werc magnified five-
fold. ‘ ‘ o
Our subsequent losses have been ecxaggerated in
the same proportion. For we cannot have lost what
we never had to lose. Measured by the delusive
premiums which all descriptions of shares bore in
1864-5, our losses have been frightful indeed ; but
measured by the real amount of capital that has
been lost, they are of magnitude. only because they
have fallen upon a very small comnmunity. Bom-



14

bay is poorer in July, 1867, than it was in July,
186L—
1. By the losses of three years of unsuccessful trade; owing to
the high prices paid the Mofussil for cotton.
2. By its private and municipal expenditure, during the same
period.

3. By the large amount sunk in unfinished buildings and
other abandoned works in the island.

What these losses may aggregate it is difficult to
estimate; but that Bombay, upon the whole, 1s still
wealthier than it was at the outbreak of the war in
1861, I think there can be no doubt. In other
words, while the Mofussil is allowed to have gained
enormously by that war, I doubt even if Bombay
itself has lost, except in credit and prestige.

To the popular apprehension, our losses are
unduly magnified, from two or three causes. The
calamity which has befallen us, has unfortunately
stricken down the most public-spirited section of
our community, the Parsees. Unimportant in point
of numbers, their mercantile genius and wonderful
public spirit, made them the leaders of the place ; and
it is th'ey. unfortunately, who have been the chief
sufferers by the course of events. The fall of the
truly excellent Mr. Rustomjee Jamsetjee J eejeebhoy
was felt as a common calamity by all classes; the
shops in the native town being closed in many
instances in testithony of the grief of the people at
the event. The ruin of Bombay may almost be
described, in a word, as the break-up of the Parsee
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conimunity ; and its credit and prominence in the
mercantile world, having been altogether dispropor-
tioned to its strength in point of numbers and
capital, have largely helped to magnify our ruin in
the eyes of the world. I take the opportunity in
passing to avow my disbelief of the statement that
the insolvent firms of this community have, as a
rule, concealed their property from their creditors.
I have been upon the spot myself, and I do not
believe the statement for a moment; and it cer-
tainly is not for us to pomnt the finger at this
stricken community, after the disgraceful revela-
tions of the last two years concerning Eunglish
malpractices in the Joint-Stockeries of the
- ~island.

Another cause of the prevailling error, is the fact
that a section of the community, generally regarded
as safer than all others, has come to grief in a very
wignal manner. Strange to say, the lawyers of
Bombay are amongst the most prominent victims of
the crisis. The solicitors have been struck down as
a body, while many of the bar, and, if report speak
truly, two of the judges of the High Court, are in-
volved in the general disaster. In a small com-
munity like that of Bombay, instdnces of misfor-
tune so rare of course attract much attention; and
when to these are added the numerous cases in
which the servants of Government, civilians, officers,
and even chaplains, are compromised, the magni-
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tude of the disaster becomes unavoidably exagge-
rated.

But more than all these causes put together, is
the effect upon the public mind of the fall of almost
every Joint-Stockery in the island, and the virtual
insolvency of the Bank of Bombay itself, the Govern-
ment Bank. Amidst a mass of private insolvencies,
some sixty banks and financial a‘ssomatlons are at
thls nmoment in course of liquidation in the island.
{An announcement so startling cannot but convey a
very exaggerated notion of our losses to the outside
world. It is forgotten that owing to the system
upon which these banks and financial associations
were started, they might almost as well have been 600
as 60 ; for the capital of one institution was made
to do duty for the establishment of a dozen others.
Not one in five of these financial Joint-Stockeries,
in the course of their existence of a few months,
did a single day’s legitimate business. They
were started by the score,” by mere premium-
hunters; and their capital subscribed, in the shares
of pre-existing compapies. = Thus, a capital of
1,000,000%. sterling, sufﬁced “to start an indefinite
number of banks and financial associations, so long
as they were content, as these baﬂ(s‘w&apé, to hold
all their capital in the shape of each other’s shares.
The demoralization of the youthful banking per-
sonnel in the island (referred to in a previous page),
and the control of their resources by a knot of clever
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brokers, kept the bubble from bursting for a few
months, and even obtained quotations for their
shares at a premium. Their collapse, however, was
inevitable, and their fall dissipated: no redl capital
whatever. The only loss they occasioned.the com-
munity, was the cost of maintaining a body of
managers and clerks to do nothing but register the
gambling transactions in which they were engaged.
The most serious feature of our case is this—that
the private resources of .the island are no longer in
the hands . of a 'small and public-spirited body, like
the old. Parsee community, but are distributed
amongst a multitude of small holders, not powerful
enough to buy the properties offering for sale; and
amongst the great hoarding class of Bhattias and
Bunias, who will invest in nothing but Govern-
ment notes or Government paper the capital they
are not employing in trade. The result is, that
while ‘a mass of real property is being forced upon
the market, by insolvent estates in liquidation, there
is no one to buy 1t. The class that could buy will
not ; and 1t is hard to see how any liquidation can
be effected that will not prove ruinous to creditorsj
The action of the few banks that remain, intensifies
the difficulty in which holders of real property are
placed. Where formerly they were making advances
upon everything, and to everybody, they now con-
fine themselves rigidly to what no doubt is their
legitimate business, and refuse to advance not only
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upon real property, but even upon fully paid-up
shares of any kind whatever.

It is in these circumstances that the necessity and
the propriety of Government assistance seem to me

to be clear. Bombay has made the common mistake
of converting too much of its capital into dead stock.
In so far as that capital has been invested in private
buildings, the State can, of course, do nothing to
assist the owners. DBut the case 1s very different
with the works which the public spirit of Bombay
undertook to carry through, some years ago, and
under which the private enterprise of the place
has now broken down. I refer particularly to the
great reclamation works of the island.

To understand the claims of these companies upon
the assistance of the State, it 1s necessary to recal
their history. Let me take that of the well-known
Elphinstone Company. The Government of India,
by its contract with the Great Indian Penin-
sular Railway Company, was under engagement
to provide a terminus fifty acres in extent, for
the goods traffic of the Company in some
convenlent locality in the island. Now it was
found impracticable to procure any such terminus
within its limits except at a frightful cost; and it
became clear that the terminus would have to be
reclaimed from the harbour. In this position of
affairs, a company of private gentlemen, English and
native, came forward and offered to reclaim the re-
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quired site, upon condition that a part of the fore-
shore of the harbour was made over to them in
perpetuity. The offer was made at a period wlen
the public of Bombay believed 1tself capable of
doing everything for itself, and looked with dis-
favour upon State assistance in any work that pri-
vate enterprise was willing to undertake. The local
Government of the day shared the delusion of the
public. The offer was accepted, and the concession
made. ‘

The Company nobly redeemed its promise. It
reclaimed the whole site required for the terminus,
and made it over to the Government; a virtual
present of 1,000,000, sterling. It has also reclaimed
an immense area of land on the harbour shore, where
the native town of new Bombay must stand beyond
question, and the future value of which will be enor-
mous. But the Company, like everybody else, miscal-
culated its strength. In other words, the private enter-
prise of the island undertook to do for the State, what
it is now found it was really unable to do without ruin.
Immensely valuable as the Company’s works are, its
shares hang like an incubus over the place. No
bank will advance even upon its fully paid-up shares ;
because 1t 1s now found that such advances are not
legitimate banking business. No capitalist will look
at its new shares, with Rs.400 paid up, because of the
liability to (Rs.600) further calls thereon; and so this
truly noble enterprise, which has conferred so vast a

!
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boon upon the State, and stands possessed of so im-
mensel‘j valuable a property, is absolutely an em-
barrassment to its shareholders, owing to the peculiar’
position of the place. |

Eight months ago, I ventured to suggest that Go-,
vernment should assist the Company to complete its
works, by guaranteeing its debentures upon the
London Stock Exchange.. I am now satisfied, after
visiting the works myself, and careful consideration
of the state of Bombay, that Government would do
better to resume the concessions it has made the Com-
pany, and pay them for their works a price to be
fixed by an arbitration of Government and otheren-
gineers. Such a step would set free at once in
Bombay 1,500,000!. of money; and its effect upon the
depressed interests of the place would be perféctly
magical. The Government would become once more
the owners of a foreshore, which 1t has been vehe-
mently contended ought never to have been
alienated ; and this mass of real property, now
absolutely inconvertible, melted down into a shape
that would give indefinite relief to the 1sland.
Until some such rclicf does reach the place, it
1s difficult to see how the small community can
rally. The slow accumulations of future years will
of course work eventual ease; but what are we to
say of a Government which may properly anticipate
the cure, and idly or ignorantly refuses to do so?

It will ever be subject of just reproach against
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the Government of India, that when the private
enterpnse of the island broke dow_n ten months ago
in the effort to reclaim a terminus for the Bombay
and Baroda Railway Company in Back Bay, instead
of a prompt and generous movement to sustain that
enterprise, as far as might be consistent with public
interests, the Company was threatened with legal
proceedings to compel them to carry out their con-
tract !

It 1s now clear as the sun at noonday that the
private enterprlse of Bombay, in taking upon itself
the reclamation of these two great termini, and
making them a present to the State, undertook what
it was not strong enough to accomplish.

The value of the concession, made by the State on
the foreshore of Back Bay we now know to have
been utterly delusive. In the case of the Elphin-
stone Company the foreshore will undoubtedly be
of great 1mportance by-and-bye, but its possession
by the shareholders at the present moment is simply
an embarrassment to the whole island. In the case
of the Back Bay Company the State has been com-
pelled, by the bankruptey of the Company, to pro-
ceed with the works at the public cost; and I cannot
buf think that more consideration might have been
shown 1its unfortunate proprietary in the terms
finally made with them. Let it be understood that
these contracts have resulted, in the one case, in the
actual reclamation of a noble terminus for the Great
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Indian Peninsular Railway Company, at a private
cost of 1,000,000L. sterling ; and in the other in the
ruin of the Company (which undertook to do a
similar service for the Bombay and Baroda Railway
Company), after an oulay of nearly the same
antount. In each case the State-—that is, the whole
Indian public—makes an enormous gain at the cost
of the private enterprise of Bombay. For the State
must have encountered the outlay, if the private
enterprise of Bombay had not ; while the considera-
tion made In return for these sacrifices proves to
be wvalueless in the onec case, and too deferred
in the other to be of any present convertible
worth.

The Back Bay Company has disappeared; but the
Elphinstone Company, the United Victoria Com-
pany, and two or three minor companies remain.
It is strenuously contended upon the spot that the
concessions which have been made in each case to
these companies, are likely to prove very injurious
to the interests of the future trade of the place. I
never held this view myself, but it is certain that
many well-informed persons in the island do. If
they are right, there can be no question that Govern-
ment should seize the present opportunity of re-
suming, upon equitable terms, the foreshore which,
upon the supposition, has been improperly alienated.
The only works of magnitude are those of the
Elphinstone | Company and the United Victoria
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Company ; and both reclamations might be pur-
chased by the State, I have little doubt, for about

2,500,000]. Payment would gladly be taken in

5 per cent. paper, at a just premium, and this paper

would at once draw out the hoards of the classes

who will invest their spare capital in nothing else.

By melting in this way 2,500,0000. of the dead stock

in which the private enterprise of Bombay has un-

wisely invested its means, instant and full relief
would be given to the island. The State would

become the proprietor of a foreshore and of lands,

which it is asserted ought never to have passed

into private ownership ; and the whole island would

put on a new face at once.

The supposition that Bombay would get any relief
from the amalgamation of the Bank of Bengal with
our local State Bank is simply absurd, since the re-
volution of sentiment in the banking world of the
place is now such, that no bank will entertain any-
thing but what is called legitimate banking busi-
ness. A Land Mortgage Bank, with 3,000,000 of
capital to lock up, might give the place great relief,
but the importation of 1,000,000{. of money from
Bengal, for employment in legitimate banking, would
give us none whatever.

What the island wants is to get advances upon its
real property, while there are no parties to make them.
Let the State but buy up the reclamation works
of the island at a valuation determined by a com-
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mittee of Government and other engincers, and the
island will be effectually relieved.

I trust T may be pardoned for saying that a
well-advised Government would long since have
taken some such step as I recommend. It is,
perhaps, desirable that.I should add that I have
neither share, nor personal interest, of any kind in
any company in the island.

1 have the honour to be, Sir,
Your obedient and faithful servant,

ROBERT KNIGHT.
[« TIMES OF INDIA."]

Tue Moors, TwyrorDp, HANTS,
Auqust 3, 1867.
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" PREFACE

SR CaHARLES TREVELYAN’S device of Export Duties, to meet the
deficit which the Budget Estimates professed to show in the
Indian balance-sheet for 1865-6, drew forth from the press of
this country a series of comments upon our finances, marked
by so painful an absence of exact, or comprehensive, acquaint-
ance with our condition, that I looked round me to see to whom
I might address myself with a reasonable hope of secur-
ing a hearing upon the question. The ZVmes had refused to
publish a letter which I had sent to it upon the subject
—a letter which T venture to think it ought to have
welcomed to its columns, as the contribution of a writer
who had very closely studied Indian finance upon the
spot. In despair of awakening public attention in this
way to considerations which are completely overlooked
in this country, I determined to address myself to * the
Manchester Party,” in the hope that it might be induced
to look carefully and comprehensively into our finances. I
addressed myself to them, because, after all, they seem to be
the only body of men in England who are willing to make

any effort to grasp the facts of our condition. We have
B 2
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no right, 1 submit, to inspect too narrowly the motives
of Manchester in this matter; and it is hardly decent on the
part of gentlemen who refuse to take any interest in Indian
affairs themselves, to carp or sneer at those who do.

In pursuance of this resolution, I sought and obtained in
June last an interview, in London, with Mr. Bazley, and
other members of the House, in the presence of Mr. Henry
Ashworth, the respected leader of the Manchester Chamber
of Commerce ; and I think T may venture to say that at the
close of a long conversation with these gentlemen, I left
them impressed with the necessity of bringing the whole sub-
ject of Indian finance under exact parliamentary inquiry.

The session was then too far advanced to admit of any-
thing being done before the dissolution of the House, but
Mr. Ashworth did not forget the pledge he gave me, that
Manchester should take up the subject. Accordingly; a few
weeks ago, I was invited to attend a conference of its

Chamber to discuss the following subjects :—

1. The impolicy of levying Duties on Cotton Goods and Yarns
imported inte India.

2. The impolicy of Export Duties, as shown in the case of
Saltpetre.

3. The advantages likely to attend the Sale of Waste Lands of
India in fee-simple.

4. The Perpetual Settlement of the Land-tax.

6. The enactment of & Law providing for the registration and
enforcement of Contracts, and the establishment of Small

Cause Courts, at convenient distances throughout the
country, invested with Summary Jurisdiction.
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6. The more active prosecution of Public Works, especially as
regards Roads and Irrigation.

The Conference took place on the 24th ultimo, when the
Chamber was addressed by Mr. Dickenson (of the Indian
Reform Society), Mr. Walter Cassels (late of the Bombay
Legislative Council), Mr. Danby Seymour, T.ord William
Hay, Sir Arthur Cotton, and myself. As I followed
these gentlemen, at the close of a long sitting, and spoke at
considerable length, the reporters abandoned the attempt
to do more than note what scemed to them to be the main
propositions of my address. It has been represented to
me, however, that it is of some importance that what I said
on the occasion should be more widely known ; and in repro-
ducing from my notes the considerations I laid before the
Conference, T have endeavoured to state exactly what I
wished to have said upon each subject, rather than what
{ may have said. I have also increased the speech by
embodying in it the substance of certain remarks which I
made in conversation subsequently with some of the leading
members of the Chamber, as I am anxious that the subjects
dealt with may be fully understood.

We are carrying through in India at this moment a fiscal
revolution of fatal import to the country, upon the strength
of a vague general impression that we are doing a wise thing;
an impression so erroncous that the least exact inquiry
is sufficient to dissipate it. A Permanent Settlement of

the Land Revenuc throughout the whole of the North West
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Provinces of India, has been proclaimed within the last
cighteen months, while the Government of the country does
not possess as much exact information, as to the pressure
of the impost upon those provinees, as would justify it in
settling the bazaar duties of a village.

So little appreciation is there, moreover, of what that
change means, that Sir Charles Wood told me, in the course of
a conversation I had with him, upon my arrival from India
in 1864, that no change would be made in the Land Set-
tlement of the country. Within thkree months of that
assurance, 4 Permanent Settlement of the Land Revenue
was proclaimed throughout the whole of the provinces I
have named! The news of this revolution has been received
almost without comment in this country. I do not hesitate
to say, that peaceful rule of India in the future will be
impossible, if Parliament do not lay its arrest upon the
monstrous folly of which that settlement is the expression.
There has been no Select Committee of Inquiry into Indian
affairs since 1858—9, and if ever such a Committee were
needed it is certainly at this crisis, when the whole fiscal
system of India is to be recast, apparently, upon the model of
this country, while everything in the circumstances of that
Empire, speaks trumpet-tongued to us of the danger of such a
course.

It is a curious fuct that this great revolution is being car-
ried through, in the teeth of an almost unanimous expres-

sion of opinion against it, in the leading organs of this country
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no later than 1862, when it was presented in the far less fatal
shape of Lord Canning’s famous Land Resolution. On that
occasion, the TZimes, better informed than it is now, assured
us that the scheme was nothing less than “a total subver-
““ sion of the fundamental principles of Indian Government
“ thoroughly understood and deliberately adopted by the
“ great statesmen who ruled India under the Company. It
‘“ is the surrender of a radical principle of our Indian policy.
“ It ds the sucrifice of the one single opportunity left in the
“aworld of carrying out in practice the essential principle of
“ political economy in the mainfenance of a community with
“entire gustice and without waste. From the first hour when
““ the philosophy of administration has been wnderstood, it has
“ been admitted that the true source of State revenue is the
“ lund, and the only sound policy is to preserve the lund as
“the property of the State. The land is the one species
¢ of property which necessarily and perdurably increases in
“ yalue by the mere growth of society, and which can
“ therefore be charged with the support of the State,
‘ precluding all burdens upon individuals, and precisely
“ adapting iiself to the demands upon it. The misforiune
“of all the Western lkingdoms of the world has been, that
“this discovery was not clearly made till the practical appli-
“ eqtion of it had become impossible, through the appropria-
¢ tion of the soil as privatc property; and when India
¢« came into the hands of our fathers, they found them-

““ selves in possession of fhe one opportunity left in  the
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“aorld for carrying on gorernment without Ilaxation, and
“acithout the necessity for crer tnstituling tuzes.”

The Daily News warned us with equal vigour against
the minor change that was then contemplated; while now
that a revolution of ten times its gravity is advancing
with giant footsteps towards completion, almost no voice
is raised in its arrest. One of the great objects of my
address to the Chamber was to awaken attention to this
subject, while there is yet time for inquiry; the others
I had in view, will speak for themselves. And I venture
"earnestly to beg, in the intercsts of our great Indian Empire,
a patient hearing of considerations novel to the English

mind, but vital to the welfare of India.

Loxpox, February, 1866.
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Str,—1T have listened with great attention to the speeches
which have been delivered here this morning, and before
entering upon any cousideration of the special propositions
on which you invite discussion, I must be allowed to make
some remarks upon what has fallen from the gentlemen who
have preceded me. You opened the meeting, Sir, yourself,
by quoting with great approval from an Indian journal
the statement that India had allowed the fairest opportunity
a nation cver possessed ““of establishing, once and for ever,
a lasting and lucrative trade in cotton ”’ to slip by her without
improvement. The exact quotation was as follows: “It is
obvious that the prosperity of a country would be better
promoted by a ready alacrity in seizing the great opportuni-
ties of improvement which the fluctuation of events is now
and again placing within our reach. Never had a nation a
fairer opportunity of establishing, once and for ever, a lasting
and lucrative trade in cotton than that which the American
war offered, and never has a nation more grievously neglected
it. . . . It was known that our staple was bad, and in normal
states of the market could not hold its ground against that of
America; and, instead of any vigorous and enlightened efforts
being made to improve it, or to compel improvement, which
would have been the exercise merely of a humane despotism,
we have a Cotton Irauds Act as the summum bonum of legis-
lative wisdom, and a Cotton Commissioner experimenting,
and still experimenting and distributing a few pounds of New
Orleans seod annually in Mofussil.”
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Now, Sir, the journal you have quoted represents
largely the non-officiul mind of India, and I must state,
at the outset of my speech, my deep regret that this
Chamber so constantly reflects the uninformed opinions of
this class. It is one of our misfortunes, Sir—and one that
admits of no remedy—that you will never get, and never can
expect to get, an enlightened and well-informed judgment
upon the affairs of India from the non-official body in that
country.

The Bombay Chamber of Commerce at this moment con-
sists of a body of young men, than whom no better judges
of piece goods and cotton, I dare say, could be found in
the world, but who are void of much practical wisdom
on political subjects, and who have necessarily little acquaint- -
ance with Indian affuirs. You send out these young men at
twenty or twenty-two years of age, to sell piece goods for you,
and to buy cotton ; and they commonly retire from the country
within eight or ten years. The consequence is that the
only deliberative non-official body we have, the Chamber—
whose opinions you are constantly reflecting here—is of an
average age of twenty-seven or twenty-eight years. Well,
do you think you are likely, Sir, to get much matured wisdom
from such a body, or much safe guidance upon the troubled
sea of Indian affairs?

From curiosity, I tried out for myself the other day the
average age of some twenty members of your House of
Commons, taken at random, and of the Peers; and I found
the average age of the Lower Ilouse to be fifty-four years,
of the Lords, fifty-seven. And can any man doubt that it
is because of this preponderance of age in your national
councils, that so much practical wisdom guides them, and that
so seldom is any step taken, in either House, which comes
afterwards to be regretted? DBut what would be the effect,
Sir, of getting together a Parliament of the average
age of twenty-eight years? I would beg the Chamber to
weigh this consideration well.  You never, Sir, can get from
the non-official body of India, an opinion upon public affairs
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that you may safely trust; and so long as this Chamber
continues to reflect that opinion so largely as it does,
its influence upon the conduct of our affairs cannot be
otherwise- than perilous. Go back now to the quotation
you read, and allow me to cast a little light upon it.
You will remember that the Cotton Frauds Act emanated
from this Chamber. You expressed a strong opinion as to the
necessity of such an Act: and in furtherance of your wishes
the Government of Bombay appointed a Committee to draft
an enactment upon the subject. Two or three of the most
prominent merchants of Bombay (the Hon. Mr. Scott amongst
them) sat upon that Committee, and both oflicial and non-
official members worked loyally at its construction. The Bill
was at last published. It was not a perfect Bill; but it was
the best Bill the Committee could draft; and how was it
received 7 Why that very journal you have quoted with so
much approval, did its utmost to prevent the Bill becoming
law! The Government had inadvertently omitted to consult,
the Chamber collectively, in the preparation of the mecasure ;
and that wise body of very young men almost insolently told
the Government that it need look for no help from them to
carry the measure into effcct.  The dignity of these young
gentlemen was offended. They had been insulted, and what
they could do they did, to thwart the measure.

Now it is desirable, perhaps, gentlemen, that I should,
as bearing on my practical knowledge of these questions,
say, that I am propriector of the ZTimes of India,
and edited that journal myself from 1857 to 1864.
But it happens that I am more. I am a non-official
of the non-officials, for I am one of those very coffee-
planters of the Neilgherry Hills, upon whose woes Mr.
Danby Seymour has been touching this morning. T pos-
sess one of the largest estates upon those hills, and have,
at this moment, nearly 300 men at work upon it. I
have no connexion with Government, direct or remote. I
have no expectations from it whatever; but I have had the
advantage of watching its course very closely for many
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vears past, as a political writer. Well, gentlemen, 1
tell you that it is a libel upon the Government of
India to say—as has been said here this morning—
that it is disaffected to European enterprise in India. I
afirm, from a long course of observation upon the spot, and
after full opportunity of forming an unbiassed judgment,
that, upon the whole, the Government of India is as wish-
ful to promote European enterprise in India, and push
forward the affairs of that country, as this Chamber. You
have had a long impecachment, gentlemen, this morning,
of the Indian Government from Mr. Dickenson. Now T
have the warmest regard for Mr. Dickenson, as a sincere
friend of India. Y know him to be such, but I know him also
to be wrong in this matter. Some years ago, we pulled very
much together, when urgent reforms were required ; but Mr.
Dickenson has been ill-informed on Indian subjects of late
years. He has done what vou have done, reflected too faith-
fully the uninformed non-official opinion of India; and he
has, therefore, gonc wrong. I will give you an instance of
it. It is not yet four years since Mr. Dickenson brought out
a pamphlet by a Mr. Brown, of Tellicherry, upon Indian
affairs. So important did Mr. Dickenson deem it to be, that
he himself wrote a preface to it, and launched it from
the gates of the Reform Society at the Indian Govern-
ment. And what was Mr. Brown's complaint? A pas-
sionate protest against our injustice to the people of India,
in allowing Cotton and Seeds to escape the export duty
we levied upon the coarse grains grown in the country!
Neither Mr. Dickenson nor Mr. Brown could see, that we
did so in the ryot’s own interest, that he might compete
on the best possible terms with other producers of cotton
and seeds. Now, gentlemen, supposc for one moment that
the Indian Government had listened to Mr. Dickenson’s
representations, and put an export duty on cotton, I ask you
what would have been the judgment of this Chamber upon
the matter? And it is Mr. Dickenson who so vehemently
denounces this morning the misgovernment of India, as the
cause of your getting no more cotton therefrom.
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But again, you heard the same gentleman complain
that the coffee-planters of India were left without roads to
their estates, and Mr. Danby Seymour seemed to be at one
with him. Now I beg the Chamber to observe how readily it
may be misled upon such subjects. I am, as I have told you,
one of these very Neilgherry coffee-planters, but I have never
dreamed of reproaching Government that it had made no
road to my estate. These coffee lands lie in inaccessible, out-
of-the-way localities, where no roads exist, but simply moun-
tain paths. The coffee-planter selects land in these districts,
with the full knowledge that he will find great difficulty in get-
ting his crops to the scaside. Were the lands more accessible,
did good roads exist to them, he would have to pay a very
high price for them, where he now obtains them for an almost
nominal cost. But he has no sooner opened his estate, and
brought it inte bearing, than he begins to cry out against the
Government, because of the difficulty of getting his produce
down to the plains. But is the Government to blame for
that? Is the Government—all the energies and resources of
which are unequal to construct roads, even in the plains—to
go up into the hills, and make them for the planter? Let
him do, Sir, as I have done, make them for himself. It
was only yesterday that I accepted a bill for £500, drawn
by my partner, at Coonoor, for making roads to our estate;
and 1 repudiate Mr. Danby Seymour’s sympathy, and Mr.
Dickenson's remonstrances, on our behalf. This incessant
calling upon Government to help us is most unhealthy, and,
allow me to add, most un-English. You must not take up
such outeries, gentlemen, in this Chamber, if your influence
is to be a right one, but must regard with more suspicion
than you are accustomed to show, the representations of the
non-official class in India.

I am truly sorry, gentlemen, to have had to complain
of the tenor of Mr. Dickenson’s address, for I have a sincere
admiration for his disinterested and laborious efforts on
behalf of India. T only wish they had been of late years
more wisely directed.
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I will now proceed, Sir, to take up, in regular order, the
propositions for discussing which we are invited here to-day.
The first of them is this :(—

The impolicy of levying dutics on Cuotton goods and Yarns im-
ported into Indi,

(Fentlemen, you want in this Chamber greater breadth
in your treatment of Indian affairs. I agree with you
that it is bad policy to levy duties on yarn and piece
goods imported into India, but not on the ground en
which you come to that conclusion. I tell you that it
15 bad policy fo levy Customs duties «f «// in India,
becanse you never can get a revenue from such duties. A
tax never draws well, till it reaches the masses. Now it so
happens, that the only articles of general consumption that
pass through the Indian Custom-house, or are ever likely
to pass through 1it, are the products of your mills and
looms. The total gross revenue we are deriving at this
moment from the vast network of Customs machinery
which stretches aleng our coast of 3,500 miles, is less
than £2,200,000! And, gentlemen, you will never get much
more. The existence of Custom-houses in India is but a
wretched imitation of the fiscal system which has grown up
in Europe, under a condition of things totally different from
what prevails in India, or ever can prevail there. You
find no difficulty in this country in raising a vast revenue
with great ease through your Custom-houses. But why?
Because through your Custom-houses lies the highway of
half-a-dozen products of the world's industry, that are con-
sumed by every man, woman, and child in the country. Thus
you get a very large revenue from a small duty upon tea,
because every one drinks tea; from coffee, because every one
drinks coffee ; from sugar, because every one uses sugar ; and
so on. A tax never draws well, tll it reaches the masses. And
80, the onfy important source of revenue in our Customs list
in India, is just those very manufactures which you want to
see imported free, I, also, should like to see them imported
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free ; but as they yield us half our revenue from Customns,
if you admit them free, yon must admit everything else
free. And that, I believe, is our right policy in India:
free ports everywhere; because under no conceivable con-
dition of things, can we ever hope to get a revenue of
any moment from Customs. It is because of this, that I
hold so strongly the impolicy and danger of tampering with
the one great and inexhaustible source of revenue in India—
the land! The advocates of a change tell you that if you will
permanently settle the land-tax, the people will soon show
a power of consuming duliulle articles that will make you
independent of the land-tax. Dut what dutiable articles ?
Is it to be tea, the people are going fo consume; or
sugar; or coffee? Why, they are all grown at their
doors. Is it to be spirits? The 40,000,000 of Mussulmans
cannof, and the masses of the Hindoo people w7/ not, touch
them ; and I hope never will.

My quarrel, Sir, with the men who are tampering with
our land revenue is this, that while they cannot point out an
article or product of any kind, from which there i3 even a
remote prospect of our ever getting revenue in India through
the Custom-house, they would have us be content with general
assurances that we need have no fear upon the subject. To
show, Sir, how inelastic our Customs are, allow me to point
out that we are getting very little more to-day from this
source, than we were forty to fifty years ago :—

Customs REVENUE—INDIA.

1817-18 to 1821-22 . . . £1,667,000
1827-28 to 1831-32 . . . 1,747,000
1865-6 . . . . . . . 2,191,180

These figures represent the average annual revenue from
Customs forty years ago, and the total estimated revenue
of the present year. You sent us the late Mr. Wilson
to set our finances right, and I would speak with every
respect for the memory of that distinguished man; but so
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little insight had Mr. Wilson into our real condition,
that even Je dreamed of a large revenue from Custom-
houses. But did he find any new dutiable articles that he
might tax ? No; nor will such ever be found in the list of
our imports, unless you make up your minds to tax
bullion, and metals, and machinery. All that Mr. Wilson
could do was to raise the rates to 20 per cent. By this
spasm he serewed the revenue temporarily up to £4,000,000,
to sink back within two or three years to its old level of
£2,000,000, when his highly prohibitive tariff was abandoned.
You may lay it down, gentlemen, as an axiom of Indian
finance, that you will never realise a revenue through your
Customs establishments. Take the duty off piecc goods and
yarns, and we have £1,000,000 of gross revenue left ;* from
which all the charges of collection over 3,500 miles of sea-
board have to be deducted. Iiverything in our circum-
stances points to the propriety of our declaring free-trade
with the world—not comparative free-trade, as you have it
here, but absolute; that we open our ports to the ships
of all nations, and taking upon ourselves the trifling
charges of harbour dues, light dues, and pilot dues, bid
all the ships that traverse the ocean “come and wel-
come” to India, without imposts of any kind. Tt 1s
impossible to say what the seaborne commerce of India
might not become under wise government; but, gentlemen,
while declaring her ports free, we must hold fast by her
land-tax, for it is the one certain source, and the only certain
source, of her revenue.

Let me sum up. If we are to have Custom-houses in
India at all, then must we pronounce against your first pro-
position, which declares the impolicy of our levying duty upon
piece goods and yarn; for to retain our Custom-houses,
and abolish our chief source of revenue therefrom, is plainly
absurd. Rather than see such deference shown to the in-
terests of this Chamber, I would consent to an excise

* Raised from nearly 1,000 articles of import and export !
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upon the produce of the Bombay mills. For let it be
well understood, that the dutics we are levying upon your
manufactures, are in no sense whatever profective. They are
imposed simply for purposes of revenue; and if we are to
retain import duties at all, then must these be retained. T
am not even prepared to say that they ought not to be in-
creased, in such event; but I have told you freely my
conviction that the imposition of such duties, at all, in India
is an error in our fiscal system, arising from a mischievous
caricature of the highly artificial system of taxation that
prevails in this country.

I need say very little, Sir, upon the second subject on
your paper :—

“ The impolicy of Export Duties, as shown in the case of
Saltpetre.”

What I have said on the subject of import duties, applies
with still greater force to export duties, in a country like
India. An export duty, I suppose, is never defensible,
except in those rare cases where a country possesses the
monopoly of some production. An export duty was laid
upon Indian saltpetre, by the late Mr. Wilson, under the
impression that Bengal possessed a virtual monopoly of the
supply. I shared the belief with that gentleman, but
I understand that it is now found thgt the cheaper salts
produced in America, and in France, are competing suc-
cessfully with the saltpetre of Bengal. Well, if that be
80, the export duty levied in the Indian ports should, of
course, be remitted at once.

But here, again, Sir, let us get upon a broader plat-
form. Export duties in India are a mistake altogether,
and should be wholly given up. We are compelled, by
the competition which the ryot has to encounter from the
producers of other lands, to allow Cotton, Seeds, and others
of our great exports, an exemption from export duties;
and the result is, that our vast export trade is burdened

with all the forms of a cumbrous Customs’ procedure, for
C
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the sake of a revenue little better than nominal. T have
not the statistics of the last two or three years with e,
but in 1862 T directed the attention of the Bombay Chamber
to this subject, in the Times of fudia, as follows :—

“ The total value of our exports during the last year, was
upwards of £21,000,000. Will it be credited, then, that the
gross amount of export duty, realised by the cumbrous and
vexatious machinery appointed to collect it, was just £54,416
sterling! The truth is, that in so far as our export trade is
concerned, we are compelled to allow it to be free of all but
nominal imposts, while we yet mischicvously incumber it
with an irritating and expensive Customs procedure, that.
could not be more eluborate, though we were deriving millions
from its existence. Let the Chamber of Commerce weigh
the fact, that our export trade of twenty-one millions sterling
is burdened with all the forms of an elaborate Customs Act
for the sake of £54,000 a-year—a sum probably not amount-
ing to what our merchants bave to pay in the shape of
salaries for clearing clerks, and hardly more than equiva-
lent to the pay of the establishment required to make the levy.
On our import trade of £22,000,000 we realised during the
year the gross sum of £774,861, against which have to be set
about £50,000 for drawback, and all the expenses of the
collection. Of this sum, moreover, the duty on yarn and
piece goods alone amounted to £360,000, or nearly one-half of
the gross collectiond of the port. As the Chamber knows
very well, it will not be long before this amount will have to
be sacrificed to Manchester demands, when the fact stands
revealed that for the sake of a gross collection of £353,000,
or thereabouts, we are wise enough to burden a trade of
£42,000,000 sterling, with all the hindrances a Custom-house
offers to its growth. To increase the pressure of either the
import or export duties would be next to impossible, and how
wild 1s the idea of our ever depending thereon in India, for
the national expenditure, is clear.”

The belief that I would urge upon this Chamber, Sir,
1s this, that the Custom-house is an institution unsuited
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to our circumstances in India altogether. Tt costs us
far more in the way of hindrance to our trade, than we
derive from 1it, or ever can derive from it. The belief that we
shall ever be able to depend upon indirect taxation for the
national income will shipwreck us, if we are unwise enough
to trust o it; whereas, by opening all the ports of India to
an unfettered commerce, we should see a development of its
trade that would strike the world with wonder. To illustrate
the greater folly by the less, can there be a more pitiful exhi-
bition of the “traditional wisdom” which is forced upon us, than
the levy of light dues and harbour dues in our ports? You have
not found out yet, even in this country, Sir, all the secrets of
successful intercourse with the world. In private life, who that
wishes to see his friends, would direct the keeper of his lodge
to demand a toll of every visitor to keep the carriage-drive in
order, and to pay the cost of lighting it? Not one whit more
reasonable are the light dues and harbour dues you have
learned from your fathers to levy upon the shipping that
comes to your ports, and which you make us also levy in
India. Allow us to publish to the shipping of the world that
so desirous are we of their coming to our ports, that they
shall be free to come and go unchallenged ; that we will levy
no due of any kind upon ship or cargo, but will regard all the
favour of the visit as conferred upon ourselves ; that we will
lighten the approaches, and mark the dangers, and point out
the anchorages of our harbours at our own expense, and that
all we ask of them is To come! The result of such a course
would be that, within 20 years, India would lead the commerce
of the world, and you would find all other nations pressing in
our wake, imitating, as far as was possible to them, our
example, and wondering at our fortunes and our future.

And now, Sir, about waste lands. We are asked to express
our opinion upon

The advantages likely to atiend the sale of Waste Lands in

India in Fee Simple.

That it is desirable to get the waste lands of India culti-
vated, there can be no doubt; but you must remember,
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gentlemen, that it is not waste lands for the growth of cotton,
or any other staple of the plains, that all the agitation in
India has been about ; but waste lands for the growth
of tea and coffee. Now, I am a coffee-planter myself; but
I have learned, from my vocation as editor, I suppose,
to take a broader interest in India than planters usually do,
and I cannot conceal from myself that the advantages which
are expected to flow from the planting of tea and coffee on
the mountain slopes of India, are greatly over-estimated.

It is from no love of paradox, nor from any wish to
depreciate the planter, that I affirm that the advantages
derived by the people of India from the presence of the
planter, are far from being as important as he supposes,
So settled is the belief that we are to derive immense ad-
vantages from the enterprise of English planters, that
it is almost dangcrous to venture upon an investiga-
tion of its grounds. And yet nothing can be more super-
ficial, than popular impressions upon the point. If you
inquire at all closely into the subject, it will appear that
all the direct advantages of the enterprise, are enjoyed by
the planter himself; and that the indirect ones the country
may hope to reap therefrom, are by no means of the magni-
tude popularly assigned them. It is overlooked, I think, that
there is a wide difference between the successful cultiva-
tion of a new article of export upon the waste hills of a
country, and the successful cultivation of the same article
upon the lands already under cultivation. Tea and coffee
planting by Europeans upon the waste mountain slopes of
India, will have an altogether different effect upon the
country, from the successful cultivation of the same pro-
ducts in the plains. For the successful growth of a new export
in the cultivated lands of a country, enhances the value of its
whole area; not so the growth of a new export upon its
wastes. In the former case, the export displaces less valuable
crops; and, contracting the acreage under such erops, will
raise the value of all descriptions of produce together, to the
indefinite advantage of the agriculturist. In the case of hill
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wastes, however, brought under cultivation with products that
cannot be grown in the plains, it seems to me that the agricul-
turist must lose much of what the labouring class gains
In other words, the demand for labour upon the hill planta-
tions, makes labour dearer in the plains. The mere labourer
will gain by this, of course; but it will be at the expense of
the producer, who will find the cost of cultivation proportion-
ately enhanced of every staple in which he has to compete
with other lands. Thus the advantages the tea and coffee
planter’s presence brings with it, are largely counter-
balanced by the injury it inflicts on the plains. The culti-
vation of tea aund coffee in the hills makes the cost of pro.
ducing cotton and linseed in the plains greater than before ;
and, by so much, places the producer at a disadvantage in
competing with the agriculture of other lands. For it
must be remembered that this is not the case of a land suffer-
ing under a surplusage of labour, but of a land in which the
dearth of labour is already severely felt. I trust that no
one will suppose that I repine at the labourer's good fortune.
I am simply pointing out considerations in connexion with
European planting, that have been, I think, overlooked.

In the next place, the planter in nineteen cases out of
twenty will be an “ absentee landlord,” drawing a large
revenue, as time wears on, from India, and spending it in
England. This, of itself, is a very important drawback, in
no way counterbalanced by the fact, that the plantations may
pass eventually by purchase into native hands; since the
purchase-money of these estates, their capitalised value, will
find its way sooner or later to Europe. The money paid by
the planter for the fee-simple of the land, is too trifling in
amount, to be worth estimating in this inquiry. What,
then, are the advantages which India is to derive from a
cultivation, the profits of which go to enrich not her own
children, but ourselves? No doubt it will be replied, that
the mere presence of a body of Huropeans in the country
engaged in such pursuits, will exercise a beneficial in-
fluence upon the character, and the future, of the people. I
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am disposed to allow full weight to this consideration; but
am afraid that the history of colonisation in all parts of the
world, is far from encouraging the anticipations formed on
this head. To come nearer home, what have the indigo
planters done for Bengal, during the half-century of their
fortune-making therein? What could be more demoralising
to both races, than the naturc of the relations subsisting
between them, at its close ? And as to securing good govern-
ment for the people, the Bengal planters were willing enough,
1t 1s to be feared, to have allowed the old state of matters to
have remained until doomsday, so long as their own powers
remained intact.

But let ns suppose, that the advantages which are to flow
from planting enterprise in India, are to be all that is pre-
dicted of it, what grievance is there in the (overnmecnf
putting those tea and coffee lands up to auction, that it
may obtain the best possible price for them? So restricted
are they in extent—at the Neilgherries, for instance—that it
is difficult, if not impossible, any longer to obtain land there
at all. I myself was one of those aggrieved gentlemen who
applied for land under Lord Canning’s rules, and had to submit
to take it under Sir Charles Wood’s. I certainly had hoped
that I should get it at the upset price of Rs.5 an acre. But
those “rascally’’ natives, who knew the value of the land as
well as my partner, ran us up to Rs.18 the acre, for a large
part of it. But I made no grievance of the thing; I was but
too glad to get the land even at that rate. The newspapers,
however, who never knew that I was the purchaser, took
the cudgels up for me, to my great amusement, and abused
the Government roundly for the exaction. As a matter of
fact, Sir, there never was of late years, any unreasonable diffi-
culty in getting waste lands in India. In proof of this, I point
you to the fact that the Wynaad, and the Neilgherries on our
side of India, were filled with coffee plantations; and on the
Bengal side, in Assam, Cachar, and Darjeeling, its great tea
distriets, no fewer than 196 estates were under cultivation in
1861, before Lord Cunning’s Resolutions were cven heard of !
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The tea plant was™irst discovered growing wild in Cachar,
in the year 1855, and the total area under lease in Bengal for
cultivation, at the close of April, 1861—that is, within six
years—is supposed to have been not less than 200,000 acres.
Could any more conclusive proof be given of the sort
of agitation, in deference to which the land resolution
of Lord Canning was passed ? The truth is, that the crime
of the State was, that it attempted in any way to
keep a reserved rent for the Commonwealth, in the
limited districts of the country, which were found suited to
tea and coffee cultivation. Sick with anxiety to get the
land into their possession, the ncedy adventurers of Calcutta
screamed with rage at every intimation on the part of Go-
vernment, that the land should only be sold at its fair value,
until they frightened the timid counsellors around Lord
Canning into the unconditional promise of selling it to the
first comer at Rs.5 per acre. That no unrecasonable obstacle
ever existed to the obtaining of land in these districts,
I have shown; while the sort of applications that were
made for land received a fair illustration in the case
of Messrs. Barry and Hernott, who obtained—and of Sir J. P.
Grant, be it remembcered, too—ncarly twenty thousand acres
of tea land in Cachar, and had opened just fifty acres at the
close of the year 1860-61, at which date they were employing
twenty-two coolies in developing the resources of the country !
Is it not lamentable, gentlemen, that you should be misled
by the represcatations of such men?

You have had, this morning, from the lips of Mr. Danby
Scymour, a very fair illustration of the sort of demand I
am exposing. You remember, Sir, that he called your atten-
tion to the fact that Mr. Temple, Commissioner of Nagpore,
had been rebuked by the Government of Calcutta for wishing
to sell 16,000 acres of land, to some one who had applied
forit. And you remember the price that was to be paid for
it—sixpence per acre. That is to say, the Government of
India did very wrong to refuse to alicnate in perpetuity
about thirty square miles of territory, when the magnificent
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sum of £400 was offered for the purchase. Why at that
moment, Sir, we were sending a railway into the heart of
Nagpore, at' the cost of £20,000 a-mile! My humble
judgment is, that the Government of India—and by that I
mean the Commonwealth of India—is better off to-day with
those thirty square miles of land in its possession, than it would
have been with the £400 offered in exchange for them.
Gentlemen, you must remember that the Government of
India dare not lose sight of the fact, that its one source of
revenue is the land, now and for all time, so far as we can see.

And this leads me, Sir, to remark further, that what the
planter really demands in India, is a good deal more than what
you call fee-simple. For there is nothing inconsistent with
a fee-simple title, in the levying a tax upon the land. Now
the grievance of the planting body is, that the title does
not carry with it exemption from the land-tax. Of
course it would very materially enhance the value of my
estate, if no land-tax were to be levied upon it now or for
ever. But I know that the Government must have a
revenue; and I see clearly that a land-tax is the wisest
of all taxes in India, and I will not be a party to any
selfish agitation for a concession, that the Government
of India ought not to make. My title is perfect, though
I do pay a land-tax of Rs.2 an acre, and shall probably
by-and-bye have to pay more. The Commonwealth has
a right to tax my land, if that is the wisest and most
equitable way of raising the revenue; and I believe it
is,. What the planters of India required was far more, I
say, than a fee-simple right in their lands. They demanded
not only absolute ownership of the land, but a pledge that
we would never lay a tax thereon ; an exemption which fee-
®simple title in this country so little conveys, that one of the
first economists of the age asserts his opinion, that the State
has a clear and equitable right even here to the whole
“future increment of rent’’ that may arise from causes
independent of the landlord’s exertions, if it choose to
assert 1t. Mr. Danby Seymour must pardon my telling
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him that fee-simple titles exist throughout India, although
we do raise a revenue from the land.

The terms “lease” and “rent” when applied to India,
are very misleading to English ears. You have heard this
morning Mr. Cassels’ lucid description of the thirty years’
leases of the Bombay Presidency; and I endorse heartily all
that gentleman’s statements upon ‘the subject. The holders
of these leases have as indefeasible a title to their lands, as
any fee-simple in existence. No power on earth can disturb
their possession of them. Their title is absolute. They
hold for ever; subject only to a trifling impost upon their
estates, liable to enhancement, and quite possibly to reduc-
tion, once in a gencration of years.

And here, Sir, let me beg your careful attention to a fact I
am anxious to fasten in the memory of this Chamber. You
have heard it asserted this morning by Mr. Seymour, upon
high official authority, that the land revenue of India is
a rack-rent of one-half, and even two-thirds, the produce
of the ryots’ fields. Sir, it is not very creditable to the
Government of India, that it was left to a journalist
there to explode this absurdity. It is only within the
last three or four years, that I have succeeded, I think, in
India, in dissipating this mischievous delusion. If lingers, no
doubt, still here and there in some muddled official brains,
and forms too convenient a cry for selfish agitators to be com-
pletely silenced as yet. But if Mr. Danby Seymour will
take out his pencil, and note down a few figures that I will
give him, I think I can convince him that he is in error.

Let us suppose, then, for a moment that he is right
in his belief, that the assessment we are levying absorbs
one-half of the gross produce of the land. It will, then,
follow—since the gross land revenue of our territories
amounts to no more than £20,000,000 sterling—that the
total value of the produce is just twice that sum, or
£40,000,000 sterling annually. There is no escape from this
conclusion in any direction. If the assessment really amount
to one-half of the produce, then musfé the whole value of
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that produce be just twice the amount of that asscssment.
But we know the amount of the assessment to a fraction
and in round figures it is £20,000,000. Plainly, then, if Mr.
Sevmour’s statement be correct, the total value of the pro-
duce of the land isabout £40,000,000 sterling annually !

But will any one who reflects at all, endorse so absurd a
statement, or avow the belief that it is correct? In the
first place, the whole cost of feeding 130,000,000 of people
must stand represented in that sum ; for that is the popula-
tion of the Dritish territories, exclusive of the Native States.
In the second place, there must be represented therein
the whole value of the forage and grain crops of the
country for cattle, the whole value of the crops of cotton,
o1l sceds, spices, &c., grown for home consumption ; the value
also of the immense exports that we contrive to make; and,
lastly, the annual accumulations of the zemindars and ryots.

I am persuaded, Sir, that the annual value of the crops
of India cannot be less than three to four hundred millions
sterling, and that the average pressure of our land revenue
thereon, does not excced one-fifteenth of the produce. Now,
bear in mind that this is 2// the State levies upon the land.
Call it rent, or call it tax, or whatever you please, this
1s its pressure ; while 1t 1s in deference to igunorant
clamour about the great pressure of this tax, that the fatal
step 1s now being taken in India of permanently seftling it at
its present amount. I caunnot find words, Sir, to express
my sense of the error that Sir Charles Wood has been
induced to sanction. It i3 my profound conviction that we
have seen au end of all peaceful rule in India, if Parliament
continue idle spectators of this movement. The vital question
of our times in India is

Tur Prrrrruan Serriement oF THE Lanp Tax.

It mcans, Sir, the perpetual settlement of our whole
revenue. It means that with a rapidly incrcasing expen-
diture, we are to divest ourselves of the only revenue we have
that can reasonably be relied upon to expand. Sir Charles
Wood and his Council arc endorsing the popular impression
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that the thirty years’ leases of Bombay and the North West
Provinces—although all improvements under them, made by
the cultivator, are secured to him—are not a sufficiently liberal
tenure to induce him to sink capital in his fields; and that,
upon the whole, the land-tax of India is an impolitic tax, and
presses heavily upon the industry of the country. That therc
is not a particle of foundation for these impressions, but that
under these leases, as Mr. Cassels has shown you, the ryot is
everywhere rapidly accumulating wealth ; that capital is being
as largely sunk in the soil, as the hoarding traditions of the
country vet render possible; that the impost is a tax upon no
man’s produce, and upon no man’s labour; that to settle it
permanently will produce no real advantages, but will plunge
us into certain embarrassments, and be a fraud on the whole
urban population of the country; that the pressure of the
impost, instead of being what it is popularly supposed to be,
is so light that it is doubtful if it absorb even one-twenticth
of the produce; that vast centres of wealth are growing
up under the thirty years system, as Bombay with its mills,
and factories, and million of pcople; Ahmedabad, Broach,
and Dharwar, with their wealthy populations ; and Kurrachee,
with its giant trade; that the objection against the thirty
vears’ leascs —viz., that in their last years the tenant would
fear to improve his holding—is an objection held to be of no
welght in any other part of the world, and might, moreover,
be entirely obviated by renewing them three, four, or five
years before they fcll in; and, lastly, that under the hcavy
and continuous rise in prices that is taking place, we ought at
once to double the pay of the establishments of the country,
if we would not see them demoralised,* and have no possible

* There is no measure, perhaps, more urgently called for at this
moment in India, than a statesmanlike and comprehensive revision of
the pay of the Establishments. Instead of patching up salaries
with irregular allowances of batta and house-rent, and I know not
what else, the fact should be looked full in the face, that the pay of
the establishments has become altogether inadequate to maintain their
efficiency. Itisa fact that, during the last summer, officers of our army
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means of doing so, but from the land—all these considera-
tions are given to the winds.

It is with regret and indignation that T have seen the Home
Government dragged at the heels of this folly. The Council,
which should have stood between the selfish agitators in
India, whose clamour initiated the movement, and the
Government, have lent themselves to it; and they who, like
Sir John Lawrence, have approved this change, have done so
to 2 man upon merely general impressions, as their pub-
lished minutes upon the subject show. A Permanent
Settlement of the Land Revenue of the whole of the North
West Provinces has just been declared, without the Govern-
ment possessing as much exact information upon the pres-
sure of the tax, as would bave justified it in determin-
ing the bazaar duties of a village. That Mr. Laing and
Lord Canning should have been carried away by the
outcry, was deplorable enough; but that a majority of
Sir Charles Wood’s Council should have possessed so
little insight into the conditions of Indian finance, as
to sanction this fatal resolution, is amazing. Sir, that
Settlement of the North West Provinces should be in-
stantly subverted at any cost, and the course upon which
the Government has entered arrested by Parliament. For

in Poonah were obliged to restrict their wives and children to the use of
fresh meat twice a-week, owing to the enormous rise in the prices of all
the necessaries of life. The fact is surely disgraceful to our adminis-
tration. The ryots of the presidency, meanwhile, are revelling in
prosperity, and it is in these cirecumstances that we are told we must
fix the land-tax in perpetuity, lest we should depress their enterprise !
Mr. Justice Couch, of the High Court of Bombay, himself told me,
about two years ago, that had he known the frightful cost of living in
Bombay, he would not have accepted the judgeship offered to him,
He had consulted Sir Erskine Perry upon the subject, and that gentle-
man, ignorant of the revolution that had occurred in our circum-
stances, had completely misled him. It is not in the Bombay Presi-
dency only, that this change has taken place. It has taken place
everywhere. The agricultural classes are amassing wealth, while men
on fixed incomes are starving.—R. K.
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let this movement progress, and within twenty years you will
see the Empire torn to pieces, in the effort to resume in the
way of direct taxes, what is now being cast to the winds in
the mere passion for change.*

The short history of this depborable movement, Sir, is this:
The famine in the North West Provinces occurred just at the
time when the great outery about waste lands was agitating

.Calcutta. 'The late Colonel Baird Smith was deputed by
Lord Canning to report upon that calamity; and Colonel
Baird Smith, unfortunately for the country, had been a great
apologist, as it subsequently turned out, of the Permanent
Settlement in Bengal. Indeed, he had been a writer in

* It cannot be too often repeated that we have but one sonrce of
revenue in India, upon the expansion of which we may reckon with
confidence. We derive our present income fromn land, opium, salt,
customs, stamps, and abkaree (spirits). I would not exaggerate the
precariousness of the revenue we get from opium ; but that India for
all time to come, may count upon an OpIUM revenue of £7,000,000
a-year will he maintained by few persons. The SarT Tax I believe
upon the whole to be a wise tax, but we have screwed it a little too
high, as is clear from the smuggling that goes on in the north-
west ; and it would be well, perhaps, to lower it R.1 a maund.
At all events no further expansion is possible. That we shall
ever get a large revenue from Customs is a day-dream, as 1 have
shown, The revenue from Stavps will no doubt expand with our
commerce, but it can never occupy more than a subordinate place in
our estimates ; and I have already pointed out that the habits of the
people are opposed to our ever getting a large revenue from Abkarce,
In these circumstances we are shut up to the land revenue, or a giant
income-tax in its room. Superficial statesmen and self-zseeking agita-
tors have between them brought the future finances of the country
into circumstances of the deepest peril, and the necessity of parliamen-
tary interference, is paramount. The growing necessities of the Govern-
ment will have to be provided for, and the land revenue being fixed in
perpetuity, they must be provided for by taxes on realised capital and
income. In attempting to make good the loss in this way, the Empire
will be torm to pieces by excitement, industry will be paralyzed,
and capital driven to happier shores. It is almost incredible,
but true, that the people of India are profoundly indifferent to
this Permanent Settlement gift. We owe it entirely to the doctrinaire
counsela of men without insight inte our real condition.—R. K.
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the newspapers, I believe, in its defence. Full of belief
therein, he went upon his mission of inquiry; and, as
might have been expected, recommended at its close a
Permanent Settlement of the Lund Revenue, as the best device
he could hit upon for mitigatyng famines in the future. The
error which Colonel Smith made was plain. Under their
thirty years’ leases, he said, thc people had grown so
wealthy that they stood up well under the famine: only make
their settlement perpetual, and they will encounter future
famines without fear. It is amazing that so palpable a non
sequitur should have affected Lord Canning’s Council as it did.
That it is not the permanency of the settlement, but its pres-
sure, that must determine the status of the culfivator, 1s
as clear as the noonday sun, if men look &t the subject
without spectacles. A permanent rack-rent will impoverish
a people (just as Bengal is now impoverished*) more surely

* No single consideration, perhaps, has had so much weight in this
disastrous change, as the general belief that B3engal has grown wealthy
under its Permanent Settlement. That belief, so sedulously fostered
by Bengal civilians and Bengal newspapers, and so long accepted
as true, has now, I believe, been exploded everywhere, except in
the columns devoted by the Times to the letters of its Caleutta
correspondent.  Instead of being enriched by its settlement,
the province has been absolutely beggared under it.  There i
not a district in India at this montent, in which the magses of the
people are not well-to-do, when their condition is compared with the
hopeless, abject poverty of the masscs in Bengal. I must refer the
reader who would like to satisfy himself npon this point to ““The Indian
Land Question: a Timely Warning” (Smith, Elder, and Co., 1865},
In India itself there is no longer any doubt upon the subject. The
only province of the country, really rack-rented, is Bengal, under the
frightful system of sub-letting to which the Permanent Settlement has
given birth there. It is impossible to use language too strong to
describe the hopeless condition of that province. We have beggared
the ryof, that we might raise up a race of dissipated, selfish, rack-
renting landlerds upon the soil. Mr. Marshman, the former editor of
the Friend of India, tells us that ¢ the condition of the Bengal peasant
¢¢ 1s almost as wretched and degraded as itis possible to conceive; living
‘“ inthe most miserable hovel, scarcely fit for a dog-kennel, covered with
““ tattered rags, and unable, in too many instances, to procure more than
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than a thirty years’ one. The fact was that the assessment
was not only very light in the North West Provinces—as
1t now is everywhere—but that the great rise in prices of late
vears had reduced it to almost a nominal impost. That it was
not necessary to give the North West Provinces a per-
manent settlement, Colonel Smith told us himself in that
report, when he said that the average selling price of the
cultivators’ holdings throughout the province was 22 years’
purchase of the assessment !  And they would have been much
more to-day. In the Bombay Presidency these leases com-
mand almost fabulous premiums. But Colonel Smith’s recom-
mendation unhappily fell in with the temper of the times,
Calcutta was in a ferment about the land. A very weak
man—I don't mean Mr. Laing—was at the Viceroy’s elbow,
and, as I have already said, the determination was come to
to settle the land revenue in perpetuity throughout those
provinces, while the Government had not sufficient informa-
tion in its hands to settle, as I have already said, even the
bazaar duties of a village. I mecan, Sir, exeel information.
For we have no statistics whatever in India; and it was
not until after this frightful error had been resolved upon,
that men began to become aware of what the real pressure
of the land revenue was.

Great stress, Sir, was unhappily laid upon the opinion
of Sir John Lawrence. Well, Sir John Lawrence told us
that we had better settle the land revenue in perpe-
tuity, because the teaching of his long experience had been
that the Government was never able to increase the assess-
ments, let them be revised as often as they might. The
simple answer to this was, that Sir John Lawrence’s experience
was that of a past generation. During the first fifty years of

“ a single meal a-day for himself and family. The Bengal ryot knows
““ nothing of the most ordinary comforts of life. We speak without
“ exaggeration when we affirm that, if the real condition of those who
¢ rajse the harvest, which yields between three and four millions a-year,
“was fully known, it would make the ears of every one who heard
* thereof to tingle.”—R. K.



1

the century, the agriculture of India was very much depressed,
owing more to the change of administrative system we had
everywhere introduced than to any other cause. With prices
constantly falling, it was not very wonderful, I think, that
Sir John Lawrence’s experience was what it was. DBut
what of a period of such giant enhancement as has set in
upon us, within the last few years? Why the saleable value
of the land of India within the last ten years has been
quadrupled ; and in utter oversight of this revolution, Sir John
Lawrence bids us be guided by his experience as a revenue
officer, acquired under a totally different condition of things,
twenty-five or thirty years before.

Liet me point out to the Chamber how vital a bearing
the Permanent Settlement has upon the great question
of public works in India. You must remember that we
are taking from the land the merest fraction of its true
rent. We take no more than we absolutely require for
the administrution of the laws, and the maintenance of
Government. The popular idea in this country—and it is
shared, I regret tosee, by the Times—is, that we areacting as
*lundlords towards the agricultural classes, and have, there-
fore, all the duties of landlords devolving upon us. But we
are doing nothing of the kind. We have not a tenant, as
a rule, who is not occupying at u quit-rent. We take no
more from the land than is absolutely required to defray the
expenses of the State.  What the true rent of India amounts
to it i3 impossible to say, but it cunnot full far short of
£80,000,000 to £100,000,000 sterling a-year. Now the
Permanent Settlement abandons in perpetuity to the culti-
vator, what every Government of India before our own, has
held in trust for the general Commonwenlth—viz., the whole
margin that lies between our asscssment of £20,000,000 and
this vast sum of £30,000,000. Waell, if we are to do this,
if we are to abundon absolutely, instead of merely holding
in abeyance, our rights as landlord, we must, of course,
instantly cease all expenditure for improving the land. For
where is the money to come from? Having already con-
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ferred upon the cultivator an enormous proprietary right in
the soil, which neither he nor his fathers knew, are we next
to tax the urbau classes of the country to give him roads, and
railroads, and irrigation works, and canals ?

Every shilling that has been expended by the State on
works of improvement in Bengal since 1792, has been a plain
fraud upon the rest of India, because we abandoned in that
province, in that year, all right to share in the improved
value of its soil. Are not these considerations plain even
to a child, when fairly placed before 1t ? And yet within the
last eighteen months, the same folly has been perpetrated
in the North West Provinces, while the Government still
professes to dream of a great expenditure upon public works
therein. Does not such folly justify the alarm I express?
Tell me, Sir, who should make the great public improve-
ments required at this momentin Bengal—the State, or the
zemindars, to whom the State has abandoned nearly the
whole rent of the province? All that we take therefrom
18 between three and four millions a-year, while the true rent
does not, I am persuaded, fall short of £12,000,000 to
£20,000,000 a-year! The total stoppage, then, of all public
works in the country,is the necessary sequence of this Perma-
nent Settlement folly ; a result which its supporters, from
Sir John Lawrence downwards, have completely overlooked.
The height of their statesmanship is an income-tax upon
the cities, to construct public works for the zemindars!

As to waste lands for the growth of cotton, the question is
really more one of labour than of /and. Mr. Cassels has told
you this morning, and fold you truly, that every acre of cotton
ground in the Bombay Presidency is already under cultiva-
tion. 'We have no cultivable waste lands in our presidency
except in Khandeish; and the cultivation of Khandeish is
a question of labour, not of lund. The soil of the province is
well adapted for the growth of cotton, and Khandeish was
formerly one of the most fertile districts of Western India.
The province was devastated, however, by Holkar in 1802,

and has since become a jungle so deadly, that it is impos-
D
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sible at certain seasons of the year to pass through it. Well,
Sir, how are you going to cultivate Khandeish? I am
certain that if you Manchester gentlemen will form a Com-
pany to lease half the province, the Government will give
you almost any terms, short of total alienation, you may ask
for. But I should myself be very sorry to take shares in
your company.

I will tell you what would be the result of the enter-
prise. With great difficulty you would get together a
body of cultivators perhaps 500 strong; you would cut down
the jungle ; break up the land ; build your coolie lines; put
in your cotton seed—and what then? The sickly season
comes round, cholera breaks out in your lines, and within forty-
eight hours, there would not be a coolie within fifty miles of you.
This is no fancy picture, gentlemen, to scare enterprise away
from us. It is the constant, everyday experience of planting
in India, except in some highly-favoured districts; and
do you think a Breach of Contracts Bill would keep your
coolies on the estate, in such circumstances? T confess, for
myself, that I despair of seeing the waste lands in the plains of
India cultivated, except in the way in which they have
ever been encroached upon. Under peaceful government,
and with a steady and remunerative demand for their pro-
duce, the villages in the neighbourhood of these wastes, will
steadily, but, in the nature of things, slowly, grow upon
them, and bring them under cultivation. I have no
faith in costly, spasmodic efforts to reclaim them. As
a rule, labour already is so scarce in India that the pro-
curing it is the chief difficulty of the tea and coffee planter;
the popular belief in this country that India is a land bur-
dened with a surplus population being untrue. There are
districts of the country densely populated, no doubt, but any
one who has once tried the experiment of inducing an Indian
community to migrate from one district to another, will think
twice before entering upon such an experiment a second
time.

I do not think I need spend much time, Sir, over the
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next subject on your list, as the Indian Government has, to a
large extent, anticipated your wishes thereon :—

The Enactment of @ Law providing for the Registration and
Enforcement of Contracts, and the Establishment of Small
Cause Courts, at convenient distances throughout the country,
wnvested with Summary Jurisdiction.

Mr. Cassels has already told you that an Act for the
Registration of Contructs was passed in India nearly eighteen
months ago, and that the experiment of Small Cause
Courts is now being tried on a somewhat extensive scale in
the interior. I think it right to say on this subject, that
while I strongly opposed the Breach of Contracts Bill—
which this Chamber was so anxious to see adopted —I was the
only journalist in India, I think, who attempted to give shape
to its wish for a Registration Act. Such an Act has now
been passed, and I need, therefore, say no more about it. It
is necessary for me, however, to point out to this Chamber
certain considerations affecting the Small Cause Courts expe-
riment, which I feel satisfied have escaped your notice. You
must not forget, gentlemen, that the system of protracted
litigation, and of “appeals” in India, arises out of the
untrustworthiness and incompetency of the subordinate courts.
The right of appeal is simply an admission that we know
the inferior courts to be incompetent, Well, the mate-
rial we have to work with is still the same. You cannot
improvise judges, as you may police constables, and there
is great danger, in the establishment of these Small Cause
Courts, of our handing whole districts over not only to
summary, but to thoroughly corrupt, administration. A
Small Cause Court without appeal, may work exceed-
ingly well in the presidency towns, where its every judg-
ment is liable to sharp comment in the next morning’s papers,
and where everything is done in the light of day. DBut
what of the interior, where we are now establishing them,
where no sunlight reaches, and where neither press nor
public exists? You make too little allowance, Sir, in this

D 2
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country, for the difficulties under which the law is ad-
ministered in India. A few months ago an article
appeared in the North British Review upon “ The Adminis-
tration of Justice in India,” from the pen of Mr. Justice
Campbell, of the High Court of Calcutta, one of the barrister-
civilian judges of India; and, with your permission, I will
point out, in this gentleman’s words, the dangers which
beset the experiment upon which we have entered at your
wish :—

“ The evils of protracted litigation, and appeal on appeal,
“ have long been acknowledged. To cure this was devised the
“gystem of Small Cause Courts without appeal. Now in
‘“ many respects such a system has great advantages, but it is
“ tried under most difficult circumstances. And two things
““ geem essential to the exercise of unchecked power—firsf, men
“fitted to fill the post of judges, and, second, the control of
“public opinion and the publicity of the press. It is
“under those conditions that Small Cause judges work
“in England. It is otherwise in India. Government having
““determined to try the Small Cause system in Bengal,
“at once appointed a number of Small Cause judges and
“posted them alike in town and in rural districts. These
““ courts have very great powers; in proportion, far beyond
“ those of English Small Cause judges. They try absolutely,
“and without appeal or supervision of any kind, all personal
“ actions of every description up to Rs.500, which is quite
““equal in proportion to value of money to, say, £300 in
“ England. Two or three good judges, placed in large towns
“under the public view, have, we believe, done much good.
“ But, for the rest? They are, for the most part, the old
“judges of the old courts transformed under a new name,
“ with a sprinkling of Europeans taken from the lower walks
“of the law, but with very little knowledge of the country.
“The great difference, then, as compared to the old system,
“ consists in the absence of appeal.

“Is it to be hoped and expected, that the same judges,
“ whose proceedings were superficial and indifferent when



E -, W N

37

“they knew that they were subject to the supervision and
“criticism of the appellate courts, will be more careful,
‘““searching, and thorough, when they are relieved from all
“ control, and set down in rural districts, where public opinion
“can scarcely touch them ? 'We much doubt it. More than
“this, there is some political risk to be considered. These
‘‘summary courts are essentially plaintiffs’ courts. In a
“country, and under a system, in which evidence is no-
“ toriously untrustworthy, and documents are supposed to be
“ generally forged, this condition obtains. The plaintiff
“chooses his time for the action, not the defendant; he has
‘“‘abundant leisure to prepare his documents, cook his evi-
‘““dence, and get ready his case. Suddenly he comes down
“in a summary court on an unprepared defendant: the
“ primd fucie evidence is all on his side, and if the judge be
¢ disposed to get through his business in a rapid way, a heavy
“decree is passed, the execution of which will sweep away
“many precious rights (perhaps preserved through a lifetime
“of litigation) before the defendant has breathing-time.

“ It has always been popularly said among the natives, that
¢ ours is the Government of the shopkeeper and the money-
“lender. We hear that there are signs that this feeling is
“much increased by the action of some of the Small Cause
“Courts. We remember the cause of the Sontbal rebellion.
“May not similar causes lead to dangerous results else-
“where?”

I need add nothing to this statement, Sir. I have read it
simply to show the Chamber that the reforms which it solicits,
even where practicable, are beset with dangers which it very
rarely, if at all, discerns.

I come now to the Breack of Contracts Bill, about which
so much has been said and written. Well, what is its
history # Mr. Laing told you it was a bill brought into
Council in the interests of the cotton-grower; but Mr.
Laing’s memory was at fault. I have here with me the
history of this measure, from a period long before Mr. Laing’s
arrival amongst us. The Times of Indin gave the bill the
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most strenuous opposition throughout, and T rejoiced to see it
finally shelved, Remember, gentlemen, it is no Government
official who is speaking now, but one of those very men in
whose Interests it was to be enacted. I say, Sir, that the
bill, from first to last, was purely an indigo planters’
bill. You will remember, no doubt, the Honourable Mr.
Eden’s proclamation, which led all the ryots of Nuddea
and Jessore to rise up as one man, and repudiate the
contracts they were under to grow indigo. Now, you
have a very scandalous story in this city, as to the
true occasion of that proclamation. I know not whether
that story is true or fulse; and it matters little which
it is; for, under any circumstances, the quarrel between
Mr. Eden and the planters was a most fortunate accident.
For nothing is more certain than that the very name
of the indigo plant has stunk in the nostrils of the people
of Bengal for the last fifty years; and no wonder, for the
whole system of indigo planting, as it is improperly called,
was a scandal to the English name. Several of the Cal-
cutta newspapers, I am sorry to say, have tried to whitewash
the system, and I must, therefore, go at some length into it.
Now look, first, at the conditions under which the indigo
planter sets to work. The first thing is to find a tract of land
suited for the plant, and to discover the owner of it. The
land is found, and the planter is told that the zemindar, in
whose name 1t is held from the Government, is Gunesh
Moraba ; but Gunesh has sub-let it to A, and A has sub-let
it to B, and B to C, and that the present holder of the lease
is D. In other words, the land is already rack-rented to the
last farthing. That such, Sir, is the present condition of
Bengal under its vaunted Permanent Settlement, we have the
testimony of the Fiiend of India; a journal that has done its
best, remember, to sustain the cause of the indigo planter.
Here is that journal’s description of a Bengal county :
“ Between the zemindar and the actual cultivator there are
“ four middlemen, as a rule, each of whom has his profit; and
‘“ worse than these four, while he is their necessary result, is
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“ the money-lender. 'We have seen that the average rental
“ paid by the landlord to the State is 6-9 annas per acre.
“ As the actual cultivator pays an average in kind to rent free
“ landlords of Rs.4-8 per acre, the difference between that and
“ 6-9% annas represents the profits spread over four middle-
““men and the landlord. To be able to pay that rent, the
‘ peasant borrows seed from the money-lender at from 24
“to 50 and 100 per cent., according to the security.”

Now, Sir, it 1s upon this condition of things that indigo
planting in Bengal, supervenes. Having ascertained who holds
the lease of the land upon which the planter has cast his eye,
he applies to him to know upon what terms he will trans-
fer it. The man, who is already screwing all he can out of the
wretched tenantry, knows perfectly well what the land is
wanted for, and makes his bargain accordingly. “I am get-
ting,” he will say, “ Ra.1,000 a-year from the land; if you
will farm it for Rs.13,00 it 1s yours.”” The bargain is struck,
and now the indigo planter has become the landlord. Can
you conceive any position more unhappy than that of the
ryot ?

Having obtained the lease, the indigo planter is quite con-
tent to allow the ryots to occupy at their old rental ; only they
must purchase that privilege by growing indigo upon such
lands as the planter points out ; and For NoTHING! For that
is what the thing comes to, as was shown by the report of
the Indigo Commission. And I mean by that, Mr. Fergusson’s
report; and Mr. Fergusson, you know, was the planters’
representative on that Commission. Can you wonder, gentle-
men, thut a system such as this did not work well; that
the ryot groaned under it, and was beggared by it? Look
at the fearful powers possessed by the planter as land-
lord. If the ryot, although already rack-rented, refused
to grow indigo, he was liable to be driven from what had
been his father's home for a hundred generations, by a notice
of enhancement of rent which he could not possibly pay.

And this is the true history of the Bengal Rent
difficulty, of which you have heard so much. Armed with
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powers which Lord Cornwallis never dreamed he was giving
to the zemindar, the planters, within the last five years, have
served notices of exorbitant enhancements of rent by hun-
dreds of thousands upon their tenants, and when the Law
Courts broke down under the pressure, these gentlemen
complained of their inefficiency. Lord Cornwallis so little
foresaw to what his Secttlement would lead, that in his
Minute of Feb. 3, 1790, he treats Mr. Shore’s supposition that
such enhancements would ever be attempted, as preposterous.
But we have seen thcm mnot only attempted in our day,
but positively upheld by no less an authority than Sir Barnes
Peacock, who unhappily scems to have got tinged with this
indigo quarrel. When Sir Barnes Peacock’s judgment ap-
peared I did not hesitate to declare it to be an outrage upon
the ancient law and custom of India; and I have bad the
satisfaction, within the last six months, of sceing that judg-
ment reversed by the unanimous verdict of the whole thirteen
judges of the High Court of Calcutta.*

* The right of the cultivator in Bengal was possession of his field, at
the rate per beeguh at which it was assessed af the Permanent Settle-
ment. Nothing is more certain, than that Lord Cornwallis intended
the Settlement to be as permanent between the zemindar and ryot, as
between the State and the zemindar. ‘¢ Whoever cultivates the land
‘ [Minute, February 3, 1790] the zemindar can receive no more than the
“ established rent. To permit him to dispossess one cultivator, for the
¢ sole purpose of giving the land to another, would be vesting him with
¢ a power to commit a wanton act of oppression. . . . The rents of an
¢ estate can onfy be raised by inducing the ryots to cultivate the more
¢ valuable articles of produce, and to clear the extensive tracts of waste
‘“ land which are to be found in almost every zumeendary in Bengal.’
‘What can be clearer than these statements ? Lord Cornwallis supposed
that he had effectually secured the ryot from enhancement of rent,
except in cases where a more valuable article of produce than rice, or
grain, came to be grown in his fields, when the zemindar would be
entitled to receive one-third, or whatever was the established rate,
of the new and more valuable produce instead of the old. The
Friend of Indio, with curious inconsistency, but with truth, de-
clared the judgment of Sir Barnes Peacock likely to create “‘an
agrarian riging,” and to make the Englishman as hated in Bengal as
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But an enhancement of rent, gentlemen, was not the
object of the planters. Indigo was what they wanted,
and, therefore, power to compel their ryots to grow it;
and it was out of this want that the Breach of Con-
tracts DBill came. For that bill merely made perpetual
Act XI. of 1860, a summary Act passed for the cnforce-
ment of indige contracts for six months only, pending
the inquiries of the Indigo Commission. The Commis-
sion brought its labours to a close with an emphatic con-
demnation of the whole system, and Act XI. expired by
effluxion of time. The ryots to a man refused to have
anything more to do with indigo; when the planters served
them, as I have said, with hundreds of thousands of notices
raising their rents tenfold, while they simultaneously be-

he was in Tipperary. And yet the decision simply confirmed to
the planter, the very rights which the Friend of Zudic had been
demanding in his behalf for many months before. It now found
out that so contrary was the decision of the High Court to the
people’s sense of justice, that the attempt to enforce it would end in
making the Englishman ‘‘as hated in Bengal as he is in Tipperary.”
But the indigo planter was a wiser man than the Friend of Indix sup-
posed him to be. All he wanted was power to compel the ryot to grow
indigo upon the old terms, which would pay him better than any rent
it was possible for him to exact from his tenantry. And so this
mischievous decision of Sir Barnes Peacock was used merely to
force the ryots back into the slavery, from which we hoped they
had been emancipated.  After the judgment, we were told that
the ryots were now ‘¢ willingly ” entering into contracts to sow indigo,
on condition that their rents were not raised more than four annas
a beegah. The willingness must have been very cheerful, no doubt,
when the alternative was an enhancement of rent from five annas
to five rupees a beegah. The new contracts, as I learned privately
from Calcutta, were being made for ten years at the old rate of
st bundles for the rupee. The ryots were to cultivate at this rate,
and pay more rent besides; and a penal Contract Law was much
wanted to enforce these “ willingly” signed agreements, although Mr.
Fergusson, as the representative of the planters, had reported that
“‘large concessions must be made at once.” The planters pretended
all through the dispute that the rent struggle had nothing to do with
indigo : it was simply a new phase of the old quarrel.—R. K.
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sieged the Government to make Act XI. perpetual. They
knew very well the screw they could put upon the ryot to
force him into contract with them for the hated neel,
and all they required was a summary penal Act to enforce
the contracts so compulsorily made. Now that is a plain,
unvarnished account of tho origin of the Contracts Bill
Reluctant to see the indigoculture of Bengal destroyed, and yet
conscious that a penal bill merely to enforce indigo contracts,
would be little short of an indecency, the Government of
Calcutta kindly assured the world that cotton-growing, and
sugar-refining, and coffee-planting, and all other Kuropean
enterprise in the country, wanted the protection of such a
bill. Sir, it was an unworthy pretence on the part of that
Government. I, as a coffee-planter, and the employer
of 500 mnatives of India, utterly repudiate the want
of such a measure. DBut the mention of cotton-growing
struck a chord that vibrated, unfortunately, in Bombay, and
so the agitation spread to our side of India, and then Man-
chester tock fire. Now, Sir, the short and easy proof that
the bill was an indigo bill, and nothing but an indigo bill,
is this : that it contemplated, almost exclusively, a description
of contracts unknown for years in the cotton-growing dis-
tricts of Bombay. Great stress has been laid, Sir, upon the
Honourable Mr. Scott’s statcment of the difficulties which his
firm {Messrs. Ritchie, Stuart, and Co.) had found in the cotton
districts, for want of a summary Contract Law. I bave the
greatest respeet for Mr. Scott, but it so happened that Messrs.
Ritchie, Stuart, and Co.s experience was then ten years
old, and that the whole procedure of the Civil law had been
changed in 1839, and had been made as summary as Mr.
Scott, I think, could have wished. Did I not fear trespassing
too far upon your patience, I would read to this meeting what
remedies the Civil Code of 1859 already provides upon the
subject; and it is a suggestive fact, that throughout the
debates in Calcutta upon the bill, there was not the slightest
attempt to show that the very summary procedures of that
Code had been tried and failed. Again, Sir, we had but just



43

codified, after thirty years’ deliberation, our whele Criminal
Law (““Macaulay’s Code,” as 1t 1s called). Now this very ques-
tion of indigo contracts had come up before the Commission
that framed that Code, and after full deliberation they had
pronounced against the making the breach of those contracts
penal. And are you prepared to tell us, that to support
such a system as I have described, we are to crowd our
atatute-book with new penal laws, lest we should dis-
courage European enterprise ¥ How 1s it, Sir, that I, a plunter,
want no penal Contract Law, and have never wanted one,
while the tea planters of Assam and Cachar have constantly
been calling upon Government to help them against their
coolies? The labour contract difficulty is of the same
order as the indige difficulty: it arises from the fact that
the planter does not make it worth the coolie’s while to
stay on his estate. If you go down into the rice plains of
Bengal, and tempt coolies with six months’ advance of pay to
follow you up into the hills, where they will want better
housing, better food, and better clothing than below, and
expect them to stay there, while you pay them no more
than they obtain in the plains, you are rightly punished
when they escape from your estate, and defraud you of
your advances. Sir, the Government cannot healthfully in-
terfere in such quarrels. Let the planter make it worth the
coolie’s while to stay upon his estate, and {reat kim con-
siderately, and he will stay. Human nature is pretty much the
same, all the world over, according to my experience ; amen-
able to the same treatment, and influenced by the same
motives, Unfortunately, the planters of India hitherto have
in general been needy men. It has been a struggle with
them to get their estates opened at all; and while you may
legitimately sympathize with their difficulties, you cannot
legislate exceptionally in their behalf. I am heartily glad
that we are to have no penal Contracts Bill in India,
either for indigo, cotton, tea, coffee, or anything else; and I
am sure that in agitating for such a measure you are not well
advised. Allow me to remind you once more that I have at
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this moment nearly 300 people at work on the Neilgherries,
and I suppose between 200 and 300 in the Times of India
office at Bombay, without the least necessity for such a law.
You will get troublesome labourers, sometimes, in India, as
everywhere else, but I have an old-fashioned belief, that
upon the whole you will find good masters the slowest to
make complaints about bad workmen.

The last subject on which you invite this meeting to
express an opinion is—

“ The more active prosecution of Public Works wn Indla,
especially as regards Roads and Iriigation.”

Now, I agree cordially with every word that has
fallen from previous speakers as to the importance of the
more active prosecution of public works in India. DBut
half the mistakes made in this country with respect to
Judia arise from the difficulty of grasping adequately the
magnitude of the country; and so it comes to pass that the
handful of Englishmen who form the Government of India
are perpetually “talked at’ upon this subject of public
works, as though it were possible to take that great
empire up, and manipulate it as you would the county
of Lancashire. India, Sir, is a great continent; a con-
tinent of many nations, and of vast extent; and it is
almost Impossible for any mind, however familiar with the
country, to understand aright how vast an undertaking is the
simultaneous prosecution of public works throughout the
country. The task of the Indian Government is like that
which would lie before the Government of this country,
were the public works of all Europe suddenly cast upon its
responsibility. What the full import of this last proposition
of yours is, would then, perhaps, be discerned. Were the
English Government, I say, charged with the respon-
sibility of perfecting not only the vast railway system of
Furope, but the construction and repair of all the roads and
canals, and civil and military buildings of two-thirds of the
continent, you would then understand better what our re-
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aponsibility in India involves, and how absurdly incommen-
surate therewith have all our efforts hitherto been.

And here, gentlemen, once more, I am obliged to state my
conviction that it is not the Government of India so much
as this Chamber that is to be blamed for the little
that has hitherto been done. For I am entitled, I think, to
regard the late Mr. Wilson as the representative of this
Chamber; and it was Mr. Wilson, who, amongst other
errors into which he fell, first laid down the doctrine
that India alone, of all the nations of the earth, must
not borrow. The rule that India shall provide whatever
public works she stands in need of, out of her current revenues
—her driblets of savings from income—lays, of itself, an
effectual probibition upon the prosecution of public works
in the country on any adequate scale.

It matters not that India is one of the poorest countries
in the world, nor that you, the richest of them all, are con-
structing your very fortifications out of borrowed money—
India must nof borrow. If she wants roads, or tanks, or
tramways, or canals, she must either go without them, or con-
trive to build them out of import duties, or perhaps an
income-tax—falling with confiscatory violence upon 300,000
people for the benefit of 180,000,000—or out of export duties
upon the produce of her plantations. At all events, she
is not to be allowed to borrow money for the purpose, how-
ever willing foreign capitalists may be to lend it. While all
other countries may borrow of you as freely as they please,
the Indian Administration may not do so. There is not a
Government in existence that may not borrow money on your
Stock Exchange, even for purposes of war; while the
Government of India is not allowed to borrow a sixpence,
even for the construction of roads, or irrigational works.
The special leave of Parliament has to be obtained for the pur-
pose, although the same Parliament repudiates all liability for
the Indian debt. We are not merely refused the Imperial
guarantee—the withholding of which our credit might
perhaps survive—but we are forbidden to borrow even upon
the credit of our own revenues.
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Does it require an elaborate argument to prove that it is
false economy in any country where money is worth in trade
20 per cent. per annum, to levy taxes therein for works
of public improvement, when the Government may import
capital for the purpose as frecly as it pleases at 4 per cent.?
India is your possession, and you cannot do better than invest
your overflowing capital in the property. Her safety and
wellbeing and your own, equally point to this conclusion;
while, as the case now stands, every country in the world
may come to you for assistance except India. Not one
shilling are we allowed to borrow, but under special Act of
Parliament, to be obtained only at the cost of a party
demonstration in the House. The result is, that India may
starve before English Ministers will help her. She is thus
forced to construct her public works out of revenue, and
there is a constant rccurrence of a seeming, though not real,
deficit in her accounts.

Now, Sir, this is not the result of misgovernment in
India, but of your mischievous interference with our affairs.
We do not ask you to be answerable for our debt—which,
by-the-bye, I will show presently to be your debt, and not
ours—but we do ask you to cease this unheard-of inter-
ference with our national credit. There is not an empire,
or republic on the face of the earth that may not borrow
as freely as it pleases in your money market, upon whatever
credit it possesses; while India alone, of all nations and of all
your colonies and dependencies, is shut out therefrom by your
Iegislative wisdom. Do you think that the capitalist is not
well able to see for himself whether the credit we offer him is
sufficient P As if for the very purpose, moreover, of destroying
our credit, you insist year after year upon our accounts being
presented to the world in a shape utterly misleading, and
most damaging to us. The English press is never tired of
afirming that the Indian balance-sheet shows a chronic
state of deficit, while there is not a balance-sheet in the
world that will compare in respectability with our own, if
you will but make it out as you take care to make out your
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own valance-sheet. The fact is simply this, that our yearly
accounts are made out upon a principle that renders it matter
of mere caprice whether our deficit 1s one million or twenty
millions. The ordinary revenues of the year are charged with
an indefinite expenditure upon public works, the outlay upon
which would be met in any other country by loans. It de-
pends, therefore, upon the mere caprice of the man who
happens to be the Finance Minister you have sent—in other
words, upon his estimate of the public works expenditure of
the year —whether there shall be a deficit in the accounts of
one million or ten. Is it not a grievous wrong that our
accounts should be annually presented to the world, in a shape
to convey the impression that 1t is with difficulty we meet our
current expenditure, when the fact is, that we have an im.-
mense surplus available year by year for investment in repro-
ductive works P

For many years past, we have been coutriving, mnot
only to pay our way, but to spend from £6,000,000 to
£8,000,000 sterling a-year upon public works in the
country. This has been all done out of taxzes, be it remem-
bered. A vast proportion, about two-thirds of this outlay,
has been on reproductive works, while it is all treated in the
accounts as though it had been cast into the Dead Sea of
current expenditure. [ have been insisting upon this fact
for years, and Mr. Laing vecognised its truth when he
told you in his pamphlet that “our large expenditure in
public works is rcally a sinking fund admirably invested.”
Well, whose fault is it that we have been able to spend no
more ? Is it our fault, or yours? Shut up to the narrow
resources of our current income to meet the urgent wants
of a vast empire, we hiave done our best to overtake them,
while you have done nothing but taunt us that we have not
done more. Do you think it was a wise thing, after all, for
Mr. Wilson to lay 20 per cent. import duties upon us, and an
income-tax,* that the proceeds might be spent upon railways,

* T must not be misunderatood about this income-tax. I have not
the slightest objection in principle to an income-tax in India, if only
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and canals, and roads, when we could have borrowed as much
money as we required, had we been allowed to do so, at 4 or
5 per cent. for the purpose. The great want of India is
imported capital to quicken the languishing springs of her
industry, while in your philanthropy and wisdom you dam
up the stream of wealth that fertilises all lands but India,
and which would flow to India also, if you would allow it.

But I have not yet done, gentlemen. If ever a Govern-
ment was required to make bricks without straw, it is this
unhappy Indian Government of ours. You insist upon our
constructing what public works we require out of taxes;
you refuse us all assistance in the shape of loans; you
taunt us with the meanness of expenditure; and, last of all,
abuse us for levying taxes at all in the country—for it really
comes to that.

For against which of the Indian taxes have you not, at
one time or another, raised a clamour? To-day Mr. Danby
Seymour is here denouncing the land-tax, as an impost that
crushes all enterprise out of the country. Mr. Dickenson
has had his fling at our “abominable stamp-tax;” as for
Customs duties, you “ cannot away with them,” while our
opium and abkarree revenues are denounced by all the philan-
thropists of the land. What, in the name of common sense,
then, is the Government to do? Was there ever perversity
80 deep in dealings with affairs so momentous? You carp
at everything; you suggest nothing; you button up your
pockets, and give us incessant abuse.

Against each of our resources, I say, in turn has all the

it be imposed for legitimate purposes. Mr. Wilson’s income-tax was
levied to meet a giant Public Works expenditure, and was, therefore, a
plain act of confiscation. But I am not at all prepared to contend
that it might not be wise and just to lower the salt-tax one rupee
per maund, and to make up the deficiency by an income-tax.
An income-tax for the current expenses of the State is just enough ;
for Public Works to improve the land, when the public have no
longer any interest in that land, it is monstrous. The policy, or im-
policy, of such a tax in India at all, is another question.—R. K.
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force of uninformed clamour been brought to bear in this
country. Twelve or fourteen years ago, a great outery was
got up against the salt-tax, which was denounced in every
note of the gamut, from the shrill treble of ““small economists,”
dogmatizing upon a state of matiers of which they were
ignorant, to the deep bass growling of the leading English
journals. Many of you gentlemen must remember the torrent
of abuse John Company had to endure from the lungs of
honest John Bull, who had taken it into his head, at the
suggestion of the Cheshire salt manufacturers, with Mr. D.
C. Aylwin at their head, that the salt-tax was all that the
land-tax is now represented by Mr. Danby Seymour to be.
For half-a-century had the impression been cherished, that
the salt-tax was “a great iniquity.” The manufacture of the
galt was ‘‘a monopoly,” and a monopoly is a very odious
thing. The tax was declared to be a species of poll-tax, and
a poll-tax is a very odious thing. The effeet of the tax was to
deprive the poor man of the amount of salt absolutely necessary
to keep his body from being shrivelled and dwarfed into the
size of 2 monkey. And then those ¢ wretched Molungees,”
whom the Moloch of a Government forced to manufacture
the salt in the Soonderbuns—how much doleful lamentation
was uttered by indignant philanthropists on behalf of the
“miserable Molungees.” Your very penny-a-liners almost
became familiar with the name and woes of the class, Upon
the whole, it required a good deal of courage to say a word
in defence of the salt-tax, in the presence of non-official
Englishmen, only twelve or fourteen years ago. It was at
last found out that the tax was not so bad a tax after all,
being about the only tax that reached the masses, while of
the smallest possible amount to thosc whose means are in
proportion small. It is a tax paid, moreover, in a manner
that is, at least in appearance, voluntary, and levied in a
way that is free from inquisition, and collected with less
expense and greater certainty than perhaps any other could
be. And so public opinion, better informed than it was,
became so reconciled to the tax that its pressure has been
E
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gradually increased with general approval, uuntil the revenue
we derive therefrom has reached the immense sum of
£6,000,000. And is there nothing in all this suggestive of
a doubt, that the present outery against the Indian land-tax
may be of no better order ?

T care not whom it offends when I say that the agita-
tion against the land-tax of India is begotten of selfish-
ness and ignorance ; an ignorance so disgraceful to the
official men who share it, that its exhibition deserves the
severest handling it may get. Had we not a right to ex-
pect that the very first step of the opponents of the tax would
be a painstaking and exact inquiry into the pressure of the
tax, apon the classes who are declared to be crushed
by it? And yet there has not been a writer against the
tax down to Mr. Danby Seymour and Mr. Dickenson to-day,
that has not asswmed that it is “a rack-rent of half the
produce of the ryot’s fields.” Many of them have explicitly
affirmed the statement, and it has been repeated from mouth
to mouth, till it is now as generally believed as was the
salt-tax ten years ago believed to be ‘“a giant iniquity.”
Gentlemen, T do rejoice to be brought face to face this day
with this folly, and however unpalatable these statements
may be, I do trust that India may derive some benefit from
them in the future.

The reforms that are required in the matter of our
Public Works expenditure are plain. You must abandon
the position that India shall not borrow, and in place of it
encourage its Government to come freely to your capitalists
for all the wants of that great empire. Its prosperity is
your prosperity : and a wise and unselfish administration of
its affairs will react upon the wealth of this nation in a way
little hoped for now. Then there should be an immediate
geparation of the Public Works expenditure of the country,
from the Budget Estimates of the year. Instead of jum-
bling up together our outlay upon railways and canals,
with the cost of administering the laws of the country,
the accounts should be separated at once and for ever.
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Let our balance-sheet show every year what our real
surplus is, and let an exact account be registered of
every item of expenditure upon public works of a repro-
ductive nature. The Indian Finance Minister of the day
need have nothing to do, necessarily, with any outlay upon
public works, except such as is legitimately chargeable to
the current revenues of the year. This expenditure of itself
1s very heavy, comprising the cost of all repairs of existing
works, civil and military buildings, &c. Tor the rest, we
ought probably to organize a great Public Works De-
partment in the country. And let us take care that it is not
too centralised. The cavalier manner in which urgent appli-
cations from the Bombay and Madras Governors for money
for the most necessary public works, have been treated
must end. Caleutta must not be allowed to dogmatise
upon what Bombay, or Madras, or the Punjab, shall do or
shall not do. It has enough work before it in Bengal ; let it
stick to it. That some such changes as I have here hinted
at must be inaugurated before public works in India will be
prosccuted upon the right scale, and in the right way, I
think there can be no doubt.

I have detained you too long already, gentlemen, but I
must be allowed to take a hurried glance at our Railway
expenditure in India, before T close. The total amount, then,
expended upon our railway system, as far as it has gone,
up to the close of 1865, is about £75,000,000, of which sum
about £60,000,000 was contributed under the guarantee,
and the remaining £15,000,000 advanced out of Indian
taxes, in payment of the interest guaranteed to the share-
holders and in railway exchanges. The total outlay, I say,
upon the Indian railway system from its commencement
down to this day, a period of seventeen years, is about
£75,000,000 sterling, and towards this sum the capitalists of
this country have contributed the greater part of the
£60,000,000 raised under the guarantee. The nett amount
of capital India has received, however, has been no more
than £45,000,000, since £15,000,000 of interest and ex-

E 2
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change have been returned to this country, out of taxes, in
the payment of guarantced interest and exchange. We have
thus paid back to England £15,000,000, while we still owe
her an undiminished debt of £60,000,000. All the risks
of the enterprise are our own, and the investment, in so
far as England is concerned, must be held to be a highly
advantageous one. Fora very large amount of this capital hus
been spent upon English industry. Of the £60,000,000 we
owe, no less a sum than £22,000,000 was paid to English ma-
chinists, ironmasters, engineers, and shipowners, for permanent
way, freight, rolling stock, &ec., establishments, and how
advantageous this arrangement has been to the country
you, of course, are well aware. Your expenditure upon
railway enterprise in India resolves itself, then, into this:
that for the last seventeen years you have allowed the Indian
Government to borrow, upon an average, £3,600,000 a-year,
of which sum £1,400,000 a-year has been laid out on
English goods, ships, &c. ; nearly £1,000,000 a-year has been
returned in the shape of interest, and exchange, because the
system does not vet pay; and the nett balance, or a total
sum of £23,000,000, has been actually expended in India
itself. That is to say, the help which this great country,
whose surplus accumulations of capital year by year are
variously estimated at from £90,000,000 to £140,000,000
sterling, the help, T say, which it has rendered to India,
amounts to the sum of 11 to 21 per cent. of the wealth you
hardly know what to do with! For this advance you have the
most ample security, and a dividend of 5 per cent.

And the Government of this wealthy nation declares,
in its wisdom, that the system of guaranteed loan has gone
fur enough, and must now be terminated. Well, with
this expenditure of £75,000,000 out of capital and taxes,
we have contrived in seventeen years to open about 3,300
miles of railway. I will now tell you what English gold
did for the United States of America, in ten years only,
from 1851 to 1861. Without a guarantee of any kind
from its Government, then, you so freely offered your gold to
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America, that they contrived to open with your help upwards
of 19,000 miles of railways in the States in those ten years,
or nearly 2,000 miles a-year; and you think yon have done
. great things for us, in aiding us to construct about fwo hundred.
Sir, we must invest capital in India on a very different scale
from this, if we would reap the harvest of wealth that lies
ready to our hand in that great country. Deal with India
in the open-handed manner in which you deal with other
lands, and you will reap a return therefrom such as you have
now little conception of.

Well, you have now seen the total actual expenditure
of English capital on railway enterprise in India. Allow
me, in conclusion, to draw your attention to the abstrac-
tion you make of capital therefrom annually. At this
moment, then, what are called the Home charges of the
Indian Government do not fall short of six millions a-vear.
Now, I speak the language of sober earnestness when I say
that there is hardly an item in those charges, that does not
admit of question as to its justice, either in prineiple or in
degree. I must not weary you, however; and [ shall refer
but to two or three particulars therein. I remark then, first,
that in those charges there is a demand annually made
for the sum of £3,000,000, in payment of interest on the
debts incurred 1n the prosecution of the Affghan War, and in
the suppression of the Indian Mutiny. Now I speak within
the hearing of men who are quite able to verify what I say,
when [ affirm that the large sum of money thus claimed is taken
from India every year, by no law but that of might. Will it
be contended seriously that the Affghan War was entered
upon in the interests of India, or that India had any voice
whatever, either in its prosecution or its close? It was a
purcly English war, undertaken by English statesmen in the
teeth of the rulers of India, and in purely English interests;
and so mistaken and so guilty was that war, that it has come
to be called proverbially *¢ the iniquitous Affehan War.”

And yet, though India had nothing whatever to do either
with its inception, its responsibility, or its prosecution ; and
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though the Bast India Company protested carnestly against
the whole affair; you have fastened the whole cost of it,
namely, £1,000,000 a-year in perpetuity, upon the people
of that country. Da you think that the terrible sufferings
of 1837 cast no light upon this trausaction? Already the sum
abstracted from the people of Tndia on account of that war, does
not fall short of the whole amount of your boasted expendi-
ture upon Indian railways. You are at the present moment
taking £1,000,000 sterling a-year from India for the cost
of that iniquitous war; and you mean to take it still. Do
you think the lapse of twenty years takes off the disgrace
of the proceeding? 1 do not stay to notice the miserable
pretences upon which the interests of India were sought
to be linked with that war.  Suffice it to say that it
cost, directly or indirectly, £20,000,000 to £30,000,000 be-
fore its last traces disappeared from the Indian balance-sheet,
and that you have unjustly fastened a perpetual demand of
£1,000,000 a-year upon the people of India for its conduct—
and you take care that they pay it.

Once more, under this head (and I remark parenthetically
that it would be easy to show that the whole Indian debt is
really an English lability, aud not Indian) I point your
attention to the fact, that you are exacting £2,000,000 more
every year from India, and mean to exact it in perpetuity,
it seems, for the suppression of the Indian Mutiny. And yet,
what fact in equity can be more certain, than that the cost of
suppressing that outbreak, should be borne by those by whose
misrule it was occcasioned ¥ Let it be well understood that
there is mno longer any controversy as to its causes.
The English Government of the day was committed to a
course of spoliation of high and low. On one pretext
or another, our treaties with the native princes of the
country were violated, that we might seize their possessions,
while Enam commissioners were sweeping as with a besom all
the private frecholds of the country into the Government
treasuries. It was impossible all this while, remember, to
secure a hearing for any remonrstrance that came from India.
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Every petition presented to either Lords or Commons was
treated as so much waste paper; and when at last a
rebellion occurred, you bound the whole cost of its suppres-
sion, to the last furthing, upon the shoulders of the people.
But you reversed your policy, and signed judgment against
yourselves for the debt in doing so.

What, I ask, had the loyal millions of Bombay, Madras,
the Punjab, Sind, Nagpoor, to do with 'that rebellion,
that they are now to pay its cost; while you, by whose
misrule alone it was brought about, refuse to touch the
burden with one of your fingers? Is it thus that this
Christian people should govern the vast dependency whose
finances are in its hands, as a trust? While you have been
making your guaranteed outlay upon Indian railways of three
millions a-year, Sir Charles Wood has been drawing three
millions a-year to pay the interest upon debts, unjustly
incurred in our name, because we are in your power.
Do you think, if India was rightly represented in the
British Parliament, this state of things would be allowed
to last ?

Before I dismiss this subject, let me ask your attention
to a fact concerning the Mutiny debt, which is truly so dis-
graceful as to be all but incredible. It happened that a large
part of this so-called debt of £10,000,000 was incurred just
at the time when you were under the panic of a Irench in-
vagion. There were no fewer than 100,000 troops in India at
the period, the depéts of which, amounting to 22,000 men,
were in this country. Well, all through that panic those depéts
formed a most important part of your national defences, and
your statesmen, and newspapers, comforted themselves with
their presence here. Can you believe it possible, then, that
the whole cost of their maintenance was thrown—as the cost
of these depéts ever was thrown—upon the Indian Treasury,
upon the pretext that the regiments to which they belonged
were serving in India? Comment upon such a fact is super-
fluous. The cost of your defence was thrown upon the Indian
ryot, and he is paying it to this day. And yet you are easy
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under the impression that your rule of India is upright and
commendable, and exactly what it ought to be.

I do not carry the subject further, or it would be easy for
me to show that these so-called Home charges,* which have
amounted in round figures to £150,000,000, since the com-
mencement of the century, have been one of the chief
causes that have retarded the progress of that country.
India pays a heavy penalty, gentlemen, for the benefits of
English rule. What the total capital annually abstracted
fromn her under our giant system of abseitecism amounts to
it is difficult to say; but it is heavy in the extreme, and
tends terribly to her impoverishment. I need not tell you
how different is the effect of taxes spent witkin the country
in which they are raised, and taxes spent without it. It is
the unavoidable misfortune of India that many millions
a-year of her taxes, are sent therefrom to be expended in this
country ; and I cannot forbear the statement of my convic-
tion that our national relations with that great empire are
far from resting upon an equitable basis. The principle
upon which all our financial relations with India have
hitherto been conducted, is the assumption that England never
had any interest in the acquisition of its rule, and has none what-
ever in its maintenance. I need not tell you how false that
assumption is. A De Toequeville, amongst foreigners, is lost
in admiration of the fortune we possess in our great depen-
deney, while the wvulgar leaders of your press indecently
threaten to ““ cut the Indian Ewpire adrift ”” rather than let
her cost you one shilling. Do you not think, gentlemen, strong
primd facie evidence exists against the equity of your rule, in
the fact that you may scarch the records of your Exchequer
through, and fuil to find there a trace even of the ex-

* India owes much to Mr. Laing, as the first English statesman
who has had the courage to animadvert boldly upon the character of
our financial relations therewith ; and I regrct deeply that 1 am
ubliged to differ from him on any question. 1t was Mr. Laing’s attitude
towards the Home charges, I believe, that was the real, though not
ostensible. orivin of the quarrel that drove him from office. —R. K.
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istence of your Indian Empire. You have unlimited
control of our finances. There is no man to rise up in
Purliament, and question the equity or the justice of the vast
abstractions you are making, year by year, from the treasury
of India, without check or hindrance of any kind. You do
as you please with that treasury. You ever have done so.
Every charge that you could connect, however remotely, with
the name of India, you have cast upon her. Instead of a
scrupulous regard to what equity and good faith suggested,
and a careful attempt to apportion the cost of maintaining
the connexion of the two countries between them, upon the
principle that cach should pay according to the benefits it
derives therefrom, you have made India pay the whole;
you are still making it do so; and you mean still to make
it do so.

The time is coming, gentlemen, when interpellations
upon this subject will reach you from the native mind of
India itself. It is not for nothing that the young men of
Tudia are pressing through the Universities, you have esta-
blished in its chief cities. Their voices are mute now, for
they know not political warfare; but the time is coming
when you will have to give an account to the sons of India,
of the trust so long confided to your hands, and, as I in my
conscience believe, so inequitably used. Remember, if your
treatment of your other dependencies is right, then is your
trcatment of India shamelessly wrong; and 1 would, from
the boltom of my heart, that you awoke to this fact of
yourselves. It is enough for me, that I have made a
deliverance of my own conscicnce upon this subject.

When I regard attentively the intense selfishness of
our rule in India; our deliberate refusal to pay onc
shilling for the important benefits we derive from that
rule; and remember that India 1s one of the poorest
countries on the earth, whilst we are estimated to be the
wealtliiest, 1 cannot but have misgivings as to our future.
I cannot but fear that what we are wrongtully withdrawing
from that country, will be exacted of us, to the last far-
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under the impression that your rule of India is upright and
commendable, and exactly what it ought to be.

I do not carry the subject further, or it would be easy for
me to show that these so-called Home charges,* which have
amounted in round figures to £150,000,000, since the com-
mencement of the century, have been one of the chief
causes that have retarded the progress of that country.
India pays a heavy penalty, gentlemen, for the benefits of
English rule.  What the total capital annually abstracted
from her under our giant system of absenteeisn: amounts to
it is difficult to say; but it is heavy in the extreme, and
tends terribly to her impoverishment. I need not tell you
how different is the effcct of taxes spent witZin the country
in which they are raised, and taxes spent wilhout it. It is
the unavoidable misfortune of India that many millions
a-year of her taxes, are sent therefrom to be expended in this
country ; and I cannot forbear the statement of my convie-
tion that our national relations with that great empire are
far from resting upon an equitable basis. The principle
upon which all our financiul relations with India have
hitherto been conducted, is the assumption that England never
had any interest in the acquisition of its rule, and has none what-
ever in its maintenance. I need not tell you how false that
assumption is. A De Tocqueville, amongst foreigners, is lost
in admiration of the fortune we possess in our great depen-
dency, while the wvulgar leaders of your press indecently
threaten to “ cut the Indian Ewnpire adrift’ rather than let
her cost you one shilling. Do you not think, gentlemen, streng
prind fucie evidence exists against the equity of your rule, in
the fact that you may scarch the records of your Exchequer
through, and fail to find there a trace even of the ex-

* India owes much to Mr. Laing, as the first English statesman
who has had the courage to animadvert boldly upon the character of
our financial relations therewith ; and I regret deeply that 1 am
obliged to differ from him on any question. 1t was Mr. Laing’s attitude
towards the Home charges, I believe, that was the real, though not
ostensible, origin of the quarrel that drove him from office.—R. K.
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istence of your Indian Empire. You have unlimited
control of our finances. There is mo man to rise up in
Parliament, and question the equity or the justice of the vast
abstractions you are making, year by year, from the treasury
of India, without check or hindrance of any kind. You do
as you please with that treasury. You ever have done so.
Every charge that you could connect, however remotely, with
the name of India, you have cast upon her. Instead of a
scrupulous regard to what equity and good faith suggested,
and a careful attempt to apportion the cost of maintaining
the connexion of the two countrics between them, upon the
principle that each should pay according to the benefits it
derives therefrom, you bave made India pay the whole;
you are still making it do so; and you mean still to make
1t do so.

The time is coming, gentlemen, when interpellations
upon this subject will reach you from the native mind of
India itself. It is not for nothing that the young men of
India are pressing through the Universities, you have esta-
blished in its chief cities. Their voices are mute now, for
they know not political warfare; but the time is coming
when you will have to give an account to the sons of Indis,
of the trust so long confided to your hands, and, as I in my
conscience believe, so inequitably used. Remember, if your
treatment of your other dependencies is right, then is your
trcatment of India shamelessly wrong; and I would, from
the boltom of my heart, that you awoke to this fact of
yourselves. It is enough for me, that I have made a
deliverance of my own conscience upon this subject.

When 1 regard attentively the intense selfishness of
our rule in India; our deliberate refusal to pay one
shilling for the important benefits we derive from that
rule; and remember that India 1s one of the poorest
countries on the earth, whilst we are estimated to be the
wealthiest, 1 cunnot but have misgivings as to our future.
1 canuot but fear that what we are wrongfully withdrawing
from that country, will be exacted of us, to the last far-
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thing, in national rebuke, humiliation, and suffering. I speak
the more unreservedly upon this subject, because T know
how extensively deep religtous feeling pervades the north of
England, and because, we are told by high authority, that it
13 from Manchester that the great political impulses of the
day arc flowing,

I would suggest that Manchester should petition for a
Select Committee of the Iouse, to report upon the following
questions :—

1. The propriety of declaring every Port in India a Free
Port?

2. The propricty of extending the Permanent Settlement
throughout India, as sanctioned -by 8ir Charles
Wood’s Dispatch of 18647

3. The propriety of that Settlement in the North West
Provinees?

4. The propriety of mixing up the vast Public Works
Expenditure of India with its current. Revenue
accounts, and of compelling 1ts (Government to construct
Public Works of "a reproductive character, out of
Taxes, instead of allowing it to borrow money for the
purpose, as all other Governments do ?

5. The character of our financial relations with Iudia,
and the principles on which they are based ?



NOTE.

Shortly after the Conference, a letter commenting thereon appeared
in the Times, signed “ A Colonist,” illustrating very perfectly the want
of exact acquaintance with our affairs, which I allege against the
colonist party generally. The writer remarks ;:—

The Government of India, while boasting that it possesses a source of revenue
which other Governments have foolishly alienated, has never understood that the
privilege of collecting the rent of the land entails upon it the obligation of fultil-
ling those duties of alandlord which elsewhere are performed by private individuals.
While maintaining the theory that the land revenue is only the rent, it has never
scrupled to use that revenue as a tax to defray the expenses of foreign wars, or to
relieve the wealthy commercial inhabitants of great cities from the burden of pay-
ing their fair share of the geveral taxation of the country. As a general rule, none
of the money taken from the laad was, till lately, spent on the land, aud conse-
quently, the backward condition of Indian agriculture presented a close parallel 1.
that of Irish ngriculture in those good old days in which absentee landlords
syuandered in foreign countries the reuts they received from their properties in
Ireland. Even still it is considered a work of grace, and not of obligation, for the
Indian Government to spend money on public improvements, such as roads and
works of irrigation; and so little did Sir C. Trevelvan last year recognise what the
Government owea to the Jand, that he actually abolished the income tax—the ouly
direct imnpost to which the commercial millionaires of India, the men who benefit
most largely Ly our rule, contributed —because he coull use the land revenue to
supply the gap thus created, instead of applying it to its legitimate purposes.

A day or two after this letter appeared, the Bo'ton Chronicle
echoed the substance of its complaint as follows :—

If we want more cotton, and better cotton, and cheaper cotton, from lndia, we
must have more roads, more navigable canals, and greater improvemenis to the
navigation of existing rivers between the cotton districts and the coast. And here
it is that the Government of India has sigually failed in ita duty. It istrue weare
told that during the last six years the grants for public works, chiefly roads, have
been £30,000,000. It seems a great sum. But look to the different position in
which the Government of India stands to the laudowners and cccupiers, to that
which it holds iu reference to the same classes in our own country. In England,
if & new road has to be made, the owners and occupiers of land must subscribe for
the improvement. But in India the Government may be called fairly the land-
o voer ; it levies a land-tax which duriug the last six years has amounted to
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£120,000,000, And we say it is bound in all honesty to expend that tax in the
improvement of the land upon which it is levied. Let the cotton manufacturer
stick to this ome point—*‘ You, the Government of India, receive £20,000,000
a-year of rent from the land ; that is a sum yon have no right to dispose of for the
Lenchit of merchants, and for the improvement of towns, but which you should
devote to the benefit of those wlio pay it.

Lastly, a greater than either the ‘“Colonist ” or the Chronicle—the
Times—was insisting upon the same thing, a few months ago, in the

following terms :—

1t is true that a Iarge sum of £5,880,000 iz to be spent in the ensuing year on
public works, but nearly as much, or £5,686,000, was spent in the past twelve
months. A Government like that of India, which, takiog into account the opium
monopoly, derives more than half its income in its character of landowner, must
every year be prepared to lay out considerable sumns in public works. This has
been done for many years past, and the revenue is now reaping the benefit of the
expenditore. The present generation must do for its successors what its prede-
cessors have done for it.

In substance, all these gentlemen agree that as the Government of
India is the landlord of the country, and enjoys the rights of land-
lord, so must it be held answerable for the discharge of the landlord’s
duties : in other words, it is its duty to construct what works are
necessary for the improvement of the land, out of the income which it
derives therefrom. The extracts are replete with misstatements of
fact on minor matters, to which I need not reply : but admitting for a
moment that the Government of India does stand towards the soil in the
rclation which these gentlemen, erroneously, suppose, when or where in
the world, I ask, was it ever yet held that a landlord ought not to be
allowed to horrow money for the improvement of his estate, but should
be compelled to devote thereto, the income he derives therefrom ! The
question raisecd by these gentlemen, and thus superficially treated, is
vital to the wellbeing of India; and if the erroneous impressions con-
veyed by such writings are to govern our conduct in the matter of
public works in India, the future of that great country will be inde-
finitely compromised.

The terms lewse, rent, landlord, and tenant, as applied to the relations
existing between the State and the land in India, are suggestive of so
much error, that their use is greatly to be deprecated. A lease in
India is not a lease, in the English ineaning of the term ; nor is the
Government a landlord, nor the ryot a tenant, nor the land revenue
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a rent; and the assumption that the words so translated have the
full meaning of their English renderings, is the parent of half the
errors made in this country upon the subject of Indian finances.

In no part of India, does the Government stand towards the soil in
the relation of landlord. Its rights as landlord (if it ever possessed
them) were long since waived in favour of the cultivator. As a matter
of fact, the Government of India never was the landlord ; it was simply
entitled by immemorial usage to what was known as the khirawj—
an impost that might, or might not, represent the true rent of the soil
This impost might legally extend to one-half the produce, but could
not exceed that proportion ; while in practice only a third or a fourth
was taken. In other words, the Commonwealth had a prescriptive
right to share in the produce of the soil ; a share that might reach to
one-balf, but in practice seldom exceeded one-third.

Now, let it be well understood that this was the condition of things
we found in India. We found that the Commonwealth had reserved
a right from time immemorial to & certain proportion of the produce
of the land. But the State had no right to the secil: it could not
dispossess one tenant to put another in at a higher rental ; for the
soil belonged to the occupier, who could do with it what he liked,
80 long as he paid the State share of the produce. When a man
gold his land in those days, he sold it subject to the State claim
upon it ; in other words, he sold a right to occupy and enjoy for ever
two-thirds of its produce. The remaining third was not his to sell,
and never was his, nor his fathers’. Whether the State share repre-
sented the true rent of the soil or not, would of course be an accident :
I am inclined to believe it fcll a good deal short of that rent as a
rule. Well, this was the condition of things we found everywhere ;
while at this moment we have everywhere lowered that khirau; almost
to the point of abandonment. The land has risen so enormously in
value within the last twenty years—mainly from the successful growth
of new and valuable articles of export—that, instead of omne-third, it
is doubtful if we are taking one-twentieth of the produce as the
State share. In other words, whatever our predecessors may have
been, we have long since abandoned all claim to anything but a quit-
rent of the soil.

Wisely or unwisely, we have abandoned, I say, to the cultivator that
share in the produce which before we came, the Commonwealth
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thing, in national rebuke, humiliation, and suffering. I speak
the more unreservedly upon this subject, because I know
how extensively decp religious feeling pervades the north of
England, and because, we are told by high authority, that it
1s from Manchester that the great political impulses of the
day are flowing.

I would suggest that Manchester should petition for a
Sclect Committee of the Ilouse, to report upon the following
questions :—
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The propriety of declaring every Port in India a Free
Port ?

The propricty of extending thc Permanent Settlement
throughout India, as sanctioned -by Sir Charles
Wood's Dispatch of 18647

The propriety of that Settlement in the North West
Provinces ?

The propriety of mixing up the vast Public Works
Expenditure of India with its current Revenue
accounts, and of compelling its Government to construct
Public Works of a reproductive character, out of
Taxes, instead of allowing it to borrow money for the
purpose, as all other Governments do ?

. The character of our financial relations with India,

and the principles on which they are based ? .
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Shortly after the Conference, a letter commenting thereon appeared
in the Times, signed ** A Colonist,” illustrating very perfectly the want
of exact acquaintance with our affairs, which I allege against the
colonist party generally, The writer remarks ;:—

The Government of India, while boasting that it possesses a source of revenue
which other Governments have foolishly alienated, has never understood that the
privilege of collecting the rent of the land entails upon it the obligation of fulfil-
ling those duties of alandlord which elsewbere are performed by private individuals.
While maintaining the theory that the land revenne is only the rent, it lias never
scrupled to use that revenue as a tax to defray the expenses of foreign wars, or to
relieve the wealthy commercial inhabitants of great cities from the burden of pay-
ing their fair share of the general taxation of the conutry. As a general rule, none
of the money takeu from the land was, till lately, spent on the land, and conse-
quently, the backward condition of Indian agriculture presented a close parallel to
that of Irish agriculture in those good old days in which absentee landlords
squandered in foreign countries the rents they received from their properties in
Ireland. Even still it is considered a work of grace, and not of obligation, for the
Indian Government to spend money on public improvements, such as roads and
works of irrigation ; and so little did Sir C. Trevelyan last year recognise what the
Government owes to the land, that he actually abolished the income tax—the ouly
direct impost to whicli the commercial millionaires of India, the men who henefit
most largely by our rule, contributed —becavse he could use the Jand revenue to
supply the gap thus created, instead of applying it to its legitimate purposes.

A day or two after this letter appeared, the Bo'ton Chronicle
echoed the substance of its complaint as follows :—

If we want more cotton, and beiter cotton, and cheaper cotton, from India, we
must have more roads, more navigable canals, and greater improvements to the
navigation of existing rivers between the cotton districts and the coast.  And here
it is that the Goveroment of India has signally failed in its duty. Itistrue weare
told that during the last six years the grants for public works, chiefly roads, have
been £30,000,000. It seems a great sum. But look to the different position in
which the Government of India stands to the landowners and occupiers, to that
which it holds in refercnce to the same classes in our own country. In England,
if a new road has to be made, the owuners and occupiers of land must subscribe for
the improverent. But in India the Government may be called fairly the lund-
ovner ; it levies a land-tax which during the last six years has amounted to
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£120,000,000. And we say it is bound in all honesty to expend that tax in the
improvement of the land upon which it is levied. Let the cotton manufacturer
stick to this ome point—‘‘ You, the Government of India, receive £20,000,000
a-year of rent from the land ; that is a sum you have no right to dispose of for the
Lenefit of merchants, and for the improvement of towns, but which you sheuld
devote to the benefit of those who pay it.

Lastly, a greater than either the ““ Colonist ” or the Chronicle—the
T'imes—was insisting upon the same thing, a few months ago, in the

following terms :—

1t is true that a large sum of £5,890,000 is to be spent in the ensuing year on
public works, but nearly as much, or £5,686,000, was spent in the past twelve
months. A Government like that of India, which, taking into account the opium
monepoly, derives more than half its income in its character of landowner, mnst
every year be prepared to lay out considerable sums in public works, This has
been done for many years past, and the revenue is now reaping the benefit of the
expenditure. The present generation must do for its successors what its prede-

cegsors have done for it,

In substance, all these gentlemen agree that as the Government of
India is the landlord of the country, and enjoys the rights of land-
lord, so must it be held answerable for the discharge of the landlord’s
duties ; in other words, it is its duty to construct what works are
necessary for the improvement of the land, out of the income which it
derives therefrom. The extracts are replete with misstatements of
fact on minor matters, to which I need not reply : but admitting for a
moment that the Government of India does stand towards the sotl in the
relation which these gentlemen, erroneously, suppose, when or where in
the world, I ask, was it ever yet held that a landlord ought not to be
allowed to borrow money for the improvement of his estate, but should
be compelled to devote thereto, the income he derives therefrom ! The
question raised by these gentlemen, and thus superficially treated, is
vital to the wellbeing of India; and if the erroneous impressions con-
veyed by such writings are to govern our conduct in the matter of
public works in India, the future of that great country will be inde-
finitely compromised.

The terms leuse, rent, landlord, and tenant, as applied to the relations
existing between the State and the land in India, are snggestive of so
nmuch error, that their use is greatly to be deprecated, A lease in
India is not a lease, in the English meaning of the term ; nor is the
Government a landlord, nor the ryot a tenant, nor the land revenue
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a rent; and the assumption that the words so translated have the
full meaning of their English renderings, is the parent of half the
errors made in this country upon the subject of Indian finances.

In no part of India, does the Government stand towards the soil in
the relation of landlord. Tts rights as landlord (if it ever possessed
them) were long since waived in favour of the cultivator, As a matter
of fact, the Government of India never was the landlord ; it was simply
entitled by immemorial usage to what was known as the khirawj—
an impost that might, or might not, represent the true rent of the soil
This impost might legally extend to one-half the produce, but could
not exceed that proportion ; while in practice only a third or a fourth
was taken. In other words, the Commonwealth had a prescriptive
right to share in the produce of the soil ; a share that might reach to
one-half, but in practice seldom exceeded one-third.

Now, let it be well understood that this was the condition of things
we found in India. We found that the Commonwealth had reserved
a right from time immemorial {o a certain proportion of the produce
of the land. But the State had no right to the seil: it could not
dispossess one tenant to put another in at a higher rental ; for the
soil belonged to the occupier, who could do with it what he liked,
so long as he paid the State share of the produce. When a man
sold his land in those days, he sold it subject to the State claim
upon it ; in other words, he sold a right to occupy and enjoy for ever
two-thirds of its produce, The remaining third was not his to sell,
and never was his, nor his fathers’. Whetbher the State share repre-
sented the true rent of the soil or not, would of course be an accident :
I am inclined to believe it fell a good deal short of that rent as a
rule. Well, this was the condition of things we found everywhere ;
while at this moment we have everywhere lowered that khirauj almost
to the point of abandonment. The land has risen so enormously in
value within the last twenty years—mainly from the successful growth
of new and valuable articles of export—that, instead of one-third, it
is doubtful if we are taking one-twentieth of the produce as the
State share. In other words, whatever our predecessors may have
been, we have long since abandoned all elaim to anything but a quit-
rent of the soil.

Wisely or unwisely, we have abandoned, I say, to the cultivator that
share in the produce which before we came, the Commonwealth
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reserved for defraying the expenses of the Government. In so doing,
we have of course conferred an cnormously valuable property upon
the cultivator, which neither he nor his fathers knew, and to which
neither he nor they had the remotest title, or right. If, therefore,
it ever was the landlord, the Government has long ceased to be so,
having abandoned to the cultivator the whole margin of profit which
lies between our light assessment and the true rental of the fields.

Now, these are facts of which ‘“ A Colonist” is plainly ignorant.
The belief still lingers everywhere, that the land revenue of India is ““a
rack-rent of half the produce.” The truth is, a revolution has taken
place in that country within the last twenty years, so vast that the
experience and the writings of men who may have been ¢ authorities ™
in 1845 are now simply misleading and dangerous. It is because of this
that the proposal to settle the land-tax in perpetnity at its present
amount, is so monstrous a folly. Just at the period when the land is
doubling in value every five years, we are bidden to settle the land-
tax in perpetuity. Take the case of a ryot holding a thirty
years’ lease, in the Bombay Presidency. The man has what is
called a right of occupancy; and the ““‘lease” is simply an as-
surance that the Government assessment shall not be raised for a
generation of years, He can do what he likes with his land, for his
right to occupy is heritable, and transferable, and perpetual. The
State cannot oust him; all improvements upon the Iand are his for
ever. He is simply liable at the end of thirty years to find the quit-
rent he is paying somewhat increased, from a general edict falling upon
the whole talooka; an edict ever preceded by careful inquiry. Where
he is now paying a quit-rent of Ks.2 an acre, he may perhaps have to
pay by-and-bye Rs.3. Who is the real landlord in these circum-
stances ! The so-called tenant, who is allowed from generation to
generation to enjoy the rent, or the so-called /andlord, who does not
enjoy it ? 8o valnable a property are these leases, that they command
the most fabulous premiums. Land is not to be bought in Western
India at all. If we could get at the hoards of these men for the
purpose of making the roads, and tanks, and canals, which they have
too little enterprise to make for themselves, it might be good policy
to tax them for the purpose; but to tax the urban classes for such
works, while they areto have no interest in the profits arising from the
outlay, is plainly monstrous. On this ground, have I ever condemned
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the income-tax in India; because it was levied to sustain a great
public works expenditure, and not to defray the current expenses of
the State. If we settle the land-tax in perpetuity at its present amount,
then is it certain that the Commonwealth should cease all expenditure
upon public works for improving that land. All that the State is now
taking from the land of India is a quit-rent, the whole proceeds of
which go to defray the cxpense of administering the laws, and main-
taining the military establishments. To undertake public works for
improving the land, out of that quit-rent, or out of an income-tax
upon the citics, is plainly preposterous. The State has already con-
ferred upon the occupiers of land an enormously valuable property,
which belonged of right to all classes in common. And we are now to
add to the value of that property, it seems, by an indefinite outlay
upon public works made out of taxes upon the non-agricultural
classes,
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REPLY, ETC.

DEesr SIr,

I regret that some remarks which I made at
the Manchester Conference of January last, in reply
to Mr. Dickenson’s speech upon the occasion, should
have given such umbrage to that gentleman and his
friends, as to lead them, after an interval of several
months, to commence a pamphlet war upon the
subject. In the letter addressed to yourself, which
Mr. Dickenson has published, he states—and 1
am bound to believe truly—that he did not hear the
remarks in question at the time they were uttered ;
and adds: “All 1 know certainly about it is, that
“ Mr. Knight in his published speech has deliberately
“misrepresented myself and a number of other
“people;” meaning, as 1t afterwards turns out, himself
and Mr. Carnac Brown, of Tellicherry. Now, this is
very strong language ; and I had hoped that such
discourtesy had been banished from respectable
controversy in England. I have too much respect
both for you, Sir, and for myself, to imitate it in

the reply which I have to make to the charge.
B2
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That the measure of my offence against Mr. Dicken-
son and his friend Mr. Carnac Brown may be
understood, I take the liberty to reproduce i
extenso the remarks which are so much. resented.
They were as follows :—

You have had a long impeachment, gentlemen, this morning, of

the Indian Government from DMr. Dickenson. Now I have the
warmest regard for Mr. Dickenson, as a sincere friend of India. I
know him to be snch, but I know him also to be wrong in this
matter. Some years ago, we pulled very much together, when
urgent reforms were rvequired ; but Mr. Dickenson has been ill-
informed on Indian subjects of late years, He has done what you
have done, reflected too faithfully the uninformed non-official
opinion of India; and he has, therefore, gone wrong. I will give
you an instance of it. It Is not yet four years since Mr. Dicken-
son brought out a pamphlet by a Mr. Brown, of Tellicherry, upon
Tudian atfairs.  So important did Mr. Dickenson deem it to be,
that he himself wrote a preface to it, and launched it from the
gates of the Reform Society at the Indian Government. And
what was Mr. Brown’s complaint? A passionate protest against
our injustice to the people of India, in allowing cotton and seeds to
escape the export duty we levied upon the coarse grains grown
in the country! Neither Mr. Dickenson nor Mr. Brown could
see, that we did so in the ryot’s own interest, that he might com-
pete on the best possible terms with other producers of cotton and
seetls.  Now, gentlemen, suppose for one moment that the Indian
Government had listened to Mr. Dickenson's representations, and
put an export duty on cotton, I ask you what would have been
the judgment of this Chamber upon the matter? Anditis Mr.
Dickenson who so vehemently denounces this morning the imis-
government of India, as the cause of your getting no more cotton
therefrom.
* * % R ¥* * *

1 am truly sorry, gentlemen, to have had to complain of the
tenor of Mr. Dickenson’s address, for I have a sincere admiration
for his disinterested and laborious efforts on behalf of India. I
only wish they had been of late years more wisely directed.
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I thus ventured to declared that Myr. Dickenson
had been “ill-informed of late years upon Indian
subjects ;” and however courteously worded the
complaint, I had not the skill to divest it altogether
of 1ts sting ; nor indeed had I the wish to do so, after
listening to his wearying and mischievous diatribe
on the occasion against the Indian Government. It
seems, however, that Mr, Dickenson’s “ sole induce-
ment” to notice (p. 9) my speech, is the “impulse
“ to vindicate the fair fame ” of his friend, Mr. Carnac
Brown, and this task 1s supposed to be accomplished
in a letter addressed to Mr. Dickenson, by Mr.
Brown’s nephew (Mr. Ludlow), which is appended
to Mr. Dickenson’s epistle. Without an effort,
therefore, on his own part to sustain the dis-
courteous charge that I had “deliberately misre-
presented himself and a number of other people,”
Mr. Dickenson hands the task over to his friend Mr.
Ludlow, and that gentleman proceeds to prove it as

follows (—

Mr. Knight's misrepresentation of Mr. Brown’s pamphlet is
indeed so gross, that it is almost sufficiently refuted by its mere
title. He would have his hearers and readers believe that in
issuing it you and Mr. Brown were seeking from Government the
imposition of an export duty on Indian cotton, Did Mr. Knight
rcember that the pamphlet was entitled ¢ Obstructions to Trade
in India?” If so, he must also have wished us to believe that you
and Mr. Brown were fools enougl either to suppose that an export
duty on cotton would not obstruct trade in India, or to ask for it
because it would,

[ need mot tell you that the exact reverse is the case ; that the
pamphlet expressly, and to its very last-line, urges the abolition of
all Indian export duties. It might be thought that it would have
been sufticient to point out this to Mr. Knight for him to acknow-
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ledge his error, which at first I could not but suppose to have
arisen from his never having read the pamphlet. 1 learn, how-
ever, that on its first appearance he attacked it violently in the
Times of India; and it appears from a correspondence I have had
with him, that although he referred to it from memory at Man-
chester, he yet considers himself justified in having spoken of it
as containing a passlonate protest against our injustice to the
people of India, “ in allowing cotlon and seeds to escape the export
duty we levied upon the coarse graing grown in the country,” by a
paragraph in which Mr. Brown dwells indeed on the injustice of
levying export duties on the natives’ food, grain, cocoa-nut shells,
&c., while the staples of English agriculture in India—tea, coffee,
sugar, cotton, &e.—go forth untaxed, but solely with a view, set
forth expressly in the next paragraph, to the removal of «ll export
duties whatsoever, ““as obstructions to trade in India.” In
other words, DMr. Knight persists in declaring that he had a
right to say that Mr. Brown wrote black, when he distinctly wrote
white.

Who “a Mr. Brown, of Tellicherry,” is, whom Mr. Robert
Knight has singled out as a type of the “ uninformed non-official

opinion ” of India, many men of Manchester know well enough
already.

Now, Sir, I do sincerely regret that Mr. Brown’s
history was unknown to me, when I mentioned
his pamphlet before the Conference: as I should
certainly in that case have spoken with respect of
one who 1is, it seems, a very worthy man. On the
other hand, it is not the less true that had 1 been
able to refresh my memory on the occasion with a
glance at Mr. Brown’s pamphlet, T should have
spoken of it even more severely than 1 did. The
pamphlet is now n my hands. I am no longer
referring to it from memory, and 1 affiim that a
more misleading, or mischievous, production could

not have been put before the English public by the
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Indian Reform Society, or by any other Society
taking an interest in Indian affairs.

As to my having “ deliberately misrepresented ”
the pamphlet, I remark that whether there was
misrepresentation of it or not, it is hard to see
how there. could have been any deliberation in the
matter, when 1 was referring, on the spur of the
moment, and from memory only, to the produc-
tion. The mischievous character of the pamphlet
was fresh in my mind, and I believed 1 was
describing it rightly when I declared it to be “ a
 passionate protest against our injustice to the
“ people of India in allowing cotton and seeds to
““ escape the export duty we levied upon the coarse
“ grains grown in the country.” I now find that it
would have been more correct to have said that,
amongst other absurdities, ¢ the pamphlet contained
“ a passionate protest,” &c. That it does so let the
following extract (pp. 17, 18) show :—

The native goes to his Custom House, wherever it may be, sea
or land : he there meets the Englishman exporting free to England
or to foreign States his tea, coffee, sugar, cotton, &c., while he, the
native, must pay duty upon his food, his grain, his cocoa-nut shells,
his cocoa-nut and date brooms, his cowtails, his coir in every
shape, his vils and seeds of every kind, his “ajwan burroo, bodar,
wachnack,” his ‘‘chumbalee, curday, dhopell, moortooth, pepla-
mool ;” in short upon every  country article” named or not
named in the tariff ; which the Englishman consumes not and
despiscs, but which are among humble native wants,

It is treatment like this that the native feels to the core. His
dislike to you is no¢ inborn; this is its wellspring, this its fount
and origin.  Your superior intellect he freely acknowledges; your
capacity to rule he willingly bows to; your vast science he rever-
ences ; your mechanical skill he unfeignedly admires ; your title to
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lead and command he i1n nowise questions: but his human soul
does rise from its depths and rebel at the useless tyranny, which
d=nies to the head and the hands God has seen fit to bestow upon
him, the same free exercise, the same incitements to exertion, and
the same money rewards as you profusely grant, before his eyes
and in his own country, to your own countrymen.

If this is not ““ a passionate protest against our
“ injustice to the people of India, in allowing cotton
“ and seeds to escape the export duty we are levy-
‘““ing upon the coarse grains of the country,” I do
not know what it is. It is incumbent upon me;
however, to admit that the pamphlet, as I now find
upon reference, does oppose export duties in general
—a fact that had escaped my memory—but 1t does
so in a way calculated to spread the most erroneous
and mischievous Impressions in this country. Thus
Mr. Brown sums up the fiscal system of India, as
follows :—

We have then, as the system of taxation in India, first the
ryot-rack-rent of half the laud’s produce taken in money, a demand
frightfully enhanced in a roadless country and with a sluggish
internal trade of barter ; next an export duty upon every native
thing the same land produces; and an import duty upon every-
thing the native consumes ; third, an income-tax ending this year
on all incomes of Rs.200 (20/) a-year, continued on all above
Rs.500 (501) a-year. These are followed by minute and searching
stamp duties, civil, judicial, and commercial ; by Sayer duties, by
monopolies of salt, opium, and native spirits, and up to the present
year at Madras, by the Moturfa tax. The system, therefore, com-
bines and unites in one broad stream the two extremes of direct
and of indirect taxation. Talk of the elasticity of the Indian
revenue—surely the marvel is that there is revenue at all. What
would be the revenue of England, if the same system were enforced
there under the same local circumstances ?

I do not hesitate to say that it was not In the
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power of Mr. Brown, nor of any other person,
to have crowded together in a dozen lines, a more
monstrous caricature of the fiscal system of India.
Instead of its land revenue being a rack-rent of half
the produce, I doubt if there is a district in the
whole country in which it is one-eighth, while over
the richest portions of it, it is not one-fifteenth. So
nominal arc the export duties that the whole amount
raised therefrom in the Bombay Presidency, three
or four ycars ago, was but 54,000/, per annum j
while, as every man knows, who knows the country at
all, the only taxes proper that touch the masses are
the salt and abkarree (liquor) taxes, realising between
them about 8,000,000/, from a population of
130,000,000 to 150,000,000. There is no civilised
country in the,world that enjoys so large an
exemption from taxation; and to speak of its
fiscal system as Mr. Brown speaks of it, simply
shows that a man may spend a lifetime in India,
and be in ignorance at its close of the A B C facts
of its condition.

T might here close this letter, but that it is perhaps
desirable for me to notice a further mistake into which
Mr. Dickenson has fallen, in his belief that the
English columns of the native press, may be trusted,
as a reflection of the native mind of India. Thus,
he favours us with a quotation from the Indu
Prakash, upon the subject of «“ British Enterprise in
India,” and the way in which it is checked by * the
official despotism of the Indian bureaucracy.” Were
Mr. Dickenson more exactly informed upon Indian
subjects, he would know that the English articles
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of the native press in Western India, are so
frequently contributed by Englishmen having a
purposc to serve in resorting to them, that no onc
on the spot dreams of regarding them as a reflection
of native thought.

As a rule, the vernacular columns of the native
press do reflect native opinions; but their English
columns are frequently the mere battle-ground of
European party strife. The Indu Prakash is a
Bombay paper, and a prime offender in this line.
When I was leaving India, two years ago, and
the representatives of the.native press (the Jfndu
Prakash amongst them) presented me with a com-
plimentary address, I took occasion to point out to
them the mistake they were committing in allowing
themselves to be made the cat’s-paw of party dis-
cussions 1n the English community; this very
journal being the chief offender I had in my mind.
At that time, 1ts columns were a sort of common
ground for the supporters of the English Educa-
tional Department and its opponents; and it is a
little amusing to those who have been behind the
stenes, and had a full view of the “ wire-pullers,” to
mark Mr. Dickenson’s earnest interest in the per-
formance. lle docs not know that the actors are
Englishmen dressed up as natives for the occasion ;,
and for the very purpose of imposing upon such
wood men as he, the belief that the natives of India
entertain the views with which he has been plied
by such bodies as the Landholders’ Association of
Caleutta. I aftirm, with certainty that I am right,
that not one line of the extract given by Mr.
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Dickenson, was written by a native of India. I
have had too close an acquaintance with the Indian
press, to be in any doubt as to the quarter from
whence Mr. Dickenson’s extract comes. The writer
of the passage is plainly a mecmber of the Educa-
tional Department of Bombay ; which, consisting of
uncovenanted men, stands 1n chronic hostility to the
covenanted Civil Service, and 1s ever ready to lend
its great ability to disparage what it calls “the
Indian bureaucracy.”

It is very desirable that people in this country
should know more of the state of Indian parties than
they do. Thus, Mr. Dickenson says of myself : “ Mr.
“ Knight 1s merely the organ ofofficial prejudices
“ 1 his hostility to the class of non-official settlers
“1n India.” Mr. Dickenson is incapable of “deli-
“berately misrepresenting” anything ; and I believe,
had bhe enjoyed the advantages of some years’
residence in India, he would have taken up as nearly
as possible the position in its politics which I myself
occupied. I do not hesitate to say that the world
has never before seen a (overnment so single-minded
in 1ts alms, as the Government of India has been of
late years. But that Government is systematically
traduced by two powerful bodies ; by the Educational
Department, which consists of uncovenanted men,
full of jealousy of the Civil Service ; and by the
Planting interest. The evil reputation of the old
East India Company for obstructiveness, procures
ready audience for the most venomous and untruthful
charges against the modern Government. Does Mr.

Dickenson forget that the Government of India is
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fast passing into the hands of a body of gentlemen,
selected by competition from all ranks of his
countrymen, without favour to the son of peer or
peasant ? Twenty years ago, there was some reason
in the cry for “an open Civil Service;” but that
cry has degenerated in these days into the mere
watchword of a jealous and discontented party, who
seek to rehabilitate the system of patronage which
the nation has destroyed. It is a scandal that
ought to be known in this country, that the
fiercest hostility which the Civil Service of India
(in other words, the Government of India) encoun-
ters, 18 from its own servants in the Educational
Department, who adopt the grievances of the Plant-
ing body, and urge them, with the most envenomed
hostility, against what they term the “ official des-
potism of the Indian bureaucracy.” At all
events, this 1s the case in Western India. You are
aware, Sir, I dare -say, that the Educational
- Department consists largely of gentlemen selected
from the English Universities, in the prime of life.
They arrive in India ‘to find the chief adminis-
trative posts of Government closed to them. They
either had not the opportunity, or they waived
1t, of entering the service of the State by the
door of competition ; and conscious, in many cases,
of great powers, it is hardly in human nature
that they should acquiesce in arrangements which
exclude them from all influential positions. They
form, as a consequence, our Indian “Cave of
Adullam,” and to them is gathered ““every one
who 15 discontented, or in distress.” By a necessity,
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they attract to their party the sympathies of the
great body of English lawyers in the High Courts
of each Presidency, who are under a similar un-
covenanted ban as themselves; while after these
comes the “planting interest” of the country, which
finds the stock pretences for a campaign that never
closes against the whole civilian body. 1 cannot
think it possible for any reflecting and unpre-
judiced man to be long in India, without discerning
the mischief that would follow were the counsels of
this party to prevail. The ery of the educational
Adullamites is still for “an open Civil Service.”
What they really mean is, that we should fall
back upon the old system of patronage, in our
selection of 1en for administrative posts: that
the man, for instance, who has gone out to teach
English literatuwre in the Colleges upon Rs.500
a-month, should be eligible for a secretaryship
to Government upon Rs.3,000, if, in the judg-
ment of the Governor for the time being, he is fit to
fill the office. The lawyer Adullamites make
¢ trained judges” their cry ; and are never tired of
denouncing the ‘“boy magistrates” and collectors
who misrule the country. What their cry really
amounts to is, again, this: that the old system of
patronage shall be restored ; and that a young man
who has eaten his terms at one of the Inns of
Court, and is fortunate enough to carry with him a
letter of recommendation to the Government of the
time being, shall be eligible, as a “ trained lawyer,”
for the first sessions-judgeship that falls vacant.
Both educationists and lawyers are disgusted at
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finding every door closed to them by the ¢ covenant,”
into which the young competitioner forced his way
ten or a dozen years before. Now, if steady opposi-
tion for years to the pretensions 4f this powerful
party (which has four-fifths of the Indian press in
its hands) constituted me “merely the organ of
official prejudices,” then I must plead guilty to the
charge.

Having no substantial grievances of their own to
urge, and the planting body lacking the skill to con-
duct their own case in the best possible way, the
“educationists,” and the “trained lawyers” kindly
hold a brief for “The Landholders’ Association ;”
and the body of Adullamites thus formed, and
united, keep up a pretty steady fire upon the
Government. That the action of the party,
upon the whole, is not unhealthful, may be ad-
mitted ; the danger is, that powerful parties in this
country, such as the Manchester Chamber, and good
men with a hobby, like Mr. Dickenson, should
believe too heartily in this “Cave,” and attempt to
force its interested counsels upon the State. You
may trust neither the lawyer, nor the educationist,
nor the planter, when the Government of India is
the matter dealt with : and Mr. Dickenson’s influ-
ence will never be healthfully used in our affairs, while
he trusts implicitly to representations from these
 quarters. They are each doing useful work in

India : but their common hostility to the civilian is
of unworthy origin.

I repeat my full conviction, that there never was
in the world before, a Government so single-minded
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in its aims as the present Government of India.
As the competitive element gains more fully the
ascendant therein, that Government will be all that
we could desire. As for official jealousy of British.
enterprise, the jealousy is all on the other side;
and 1t i3 an 1mpudent untruth for any man
who has lived in India of late years, to speak
of 1ts Government as unfriendly to Furopean
enterprise.
I remain, dear Sir,

Yours faithfully,
R. KNIGHT.

TwyForD Moors, WINCHESTER,
Auvgust 4, 1866,

PRINTED BY W. I, JonwNsoN, 121, FLEET STREE!.






MEMORANDUM.

THe cost of the precious metals is lowest at their sources
of supply, highest at the greatest distance therefrom. Thus
an ounce of gold is normally worth less in Australia than in
India, and in India than 1 England. Australia produces
the metal, and, werc the natural course of trade followed
by us, would send 1t to India in payment of her annual
debt to Europe, while India would retain it in payment of the
cotton, seeds, silk, &ec., she ships to Iiurope. India, after
supplying her own wants in gold, would send the residual
stream on to Europe. If we suppose the ordinary cost of
the transport of the metal to be one and a-half per cent.
from Australia to India, and one and a-half per cent. from
India to Europe, the normal relative values of gold in the
three countries should stand as follow :—

Australia. India. England.
£100. £101 10s. £103.

In other words, the exchange between the three countries,
in so far as the cost of transporting the metal affceted
it, would be normally one and a-half per cent. and three per
cent. in favour of Iingland agaiust India and Australia re-
spectively.

The gold of California and British Columbia, on the other
hand, flowing into Ilurope from the West, would be normally \:
cheaper there than in India, and in India than Australia;
and, competing with the gold of Australia, would probably
go far to keep the cxchanges of the world at par, or nearly
so. Were we wise, we shculd allow natural causes to regu-
late the flow of the metal, and establish a perfectly identical
sovereign in all parts of the British Empire.

The same sovereign, in all respects, should be the standard
of value in the whole Empire. The slight difference which
exists between the Australian and English sovereigns should
be remedied, and one pound sterling made the standard
coin of hngland India, Australia, and all the Colonies—an

important approached 2 Uiy CiialAkER
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The question of course remains, Can we effect this con-
version in India without overwhelming inconvenieace, and
even danger?  Can we substitute the sovereign as legal
tender for the rupee, and reduce silver money in Tndia to the
rank of a subsidiary currency, as in England ? I think we
can, and with very little inconvenience indeed.

The currency of India is exclusively of silver, and there i is
probably not less than 100,000,000/ of silver afloat in
the country at this moment, or lo 000 tons weight of the
metal. The proposal is to substitute gold for this cumbrous
currency. To demonectize silver at once would be, of course,
impossible ; but to provide for its demonetization within a
very few years seems to me possible, without inconvenience of
momcent or of danger. With silver at its present price in
Europe, 5s. 1}d., the sovereign there is intrinsically worth
ten rupees and a-half. Its exchange value in India may be
assumed to be something less, say ten rupees and a quarter.
Well, let so much of the Indian debt as is contracted 1in
rupees, about 60,000,000/ sterling, be converted by legisla-
tive act into sterlmﬂ currency, at the exchange of ten rupees
four annas per pound qterhng That any wrong would be
done to the public creditor, any breach of faith with him
committed by this conversion, is a position that cannot be
seriously maintained, although it received the hasty sanction
of the late Mr. Wilson. s successors, Mr. Laing and Sir
Charles Trevelyan, have formally repudiated the notion, and
rightly; for if it is plainly reducible to the absurdity of
muintainmg that, if by some chemical discovery, or other
accident, silver should become plentiful as iron or scarce as
platinum, we are yet bound to it hand and foot as our stan-
dard for ever. We have contracted our obligations in silver
simply to keep them as invariable as possible; but if the
world is agreed that, upon the whole, gold will now answer
the purpose better than silver, there is no wrong done to
either debtor or creditor in making the conversion at the
just exchange of the period. Were it certain that silver were
appreciating in value, it would be the duty of the State to
change it the moment a standard less variable presented itself
to our acceptance, on the equitable ground that engage-
ments are contracted on the tacit ussumption of all parties,
that the standard will remain unchanged. If either party
telt reasonably sure that the standard would alter, provision
would be made against the contingency. The objection,
is purely theoretic. I am satisfied that the conversion might
be made at once without creating a remonstrance from &
single public ereditor. So desirable is the change felt to
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be—so much do men in India wish to see it accomplished
~—that no man would dream of preferring any complaint
against it, if the conversion were effected at an equitable rate
of exchange.

The Act of the Legislature under which the conversion
is made, should be introduced by a carefully-considered
preamble, which should state, in plain and simple lan-
guage, the evils which the present currency entails upon
the country, and should explain the course which the
Government, after consultation with competent persons, had
decmed it advisable to take. Pains should be taken to make
the people acquainted with the Act, by having it, with the
preamble, translated into the vernacular languages, and cir-
culated in every town and village of the country.

Simultaneously with the conversion of the debt, the _\et
should declare all existing private engagements payable
either in gold, at the exchange of ten rupees four annas, or in
rupees, at the option of the payer; naming a period, how-
ever, more or less remote, after which the rupee would cease
to be legal tender for sums above a certain limit, say /.
In other words, gold should be declared legal tender through-
out the country, at the rate of ten rupees four annas, or such
other rate as, after full inquiry, may be deemed just and
equitable; silver retaining its stafus until sufficient time
has eclapsed for its absorption in the way presently to be
described.

If the State cease to issue rupces from the Mint, the silver
currency of the country will rapidly disappear from circula-
tion, by its conversion into ornaments, and by the practice
of hoarding. The stoppage of the minting of the old rupee
will soon make it the deaver currency of the two, as the flow
of silver from Kurope will be at once arrested, when it can no
longer be coined into money. The present currency will thus
be rapidly contracted, while a vast absorption of it will take
place through the Government Treasuries; for the Govern-
ment Treasuries, while accepting the rupee in payment of
State obligations, will issue it no more, but pay its debts
in the sovereign instead thereof, issuing a new rupee altogether
—equivalent, say, to the English florin—for a subsidiary cur-
rency.

Let it be borne in mind that in working out this conver-
sion, the Government will have the hearty co-operation of all
the influential classes with it—-the bankers, the merchants,
and the sowears. In so far as the Presidency towns are con-
cerned, and the great commercial cities of the interior, the
change will be carried by acclamation. The only direction
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in which precaution is necessary, is in the operation of the
change upon the poorer classes, and upon the army. The old
rupee, with which the people are familiar, will, of course, con-
tinue to be the favourite with the masses for some time, and
it may be wise to take some measures for the protection of
the poor from extortion in their shop transactions with the
bazaar dealers. So with the native army, it would probably
be wise to continue to issuc their pay, for a time, in the
old currency, until all classes had become familiar with the
new coins. ‘

No better opportunity could be desired than the present
for this great reform, and it would be most desirable simulta-
neously therewith to raise all official salaries somewhat
throughout the country. Whether we change the standard or
not, we shall have to do this; and a statesman should surely
take advantage of so rare an opportunity to launch so great a
reform, The increase of salaries musf be made, and the
finances can well afford it; a question on which I need not,
however, enter here.

It would be necessary for the State to provide the Trea-
suries beforehand with three or four millions sterling of the
new silver subsidiary currency to start with. The mints
would rapidly supplement this amount, by converting the old
rupee into the new token currency as fast as the Treasuries
could feed them ; and I do not think I am sanguine in ex-
pressing the belief that within five years the old rupee would
have disappeared as completely from the currency as have
the old sicca rupces. If we are to be held back from the
accomplishment of plain, urgent reforms by the consideration
that difficulties are in the way, we shall simply stereotype the
evils we are suffering. The part of true wisdom ic to look
those difficulties in the face, with a view to surmounting
them. I confess that I have been able to discover no ““ lion
m the streets”’ that should deter us from this important step.
The consideration that the present currency of India is itself
of recent and thoroughly successful introduction, in substitu-
tion of rupees of another value, may well suggest that the
difficulties that are anticipated are chimerical.

It would be necessary, of course, to fix the value of the
new rupee to the old, just as we fix the value of the sovercign
thereto ; and until the old rupee has disappeared from cir-
culation, the new rupee should not be legal tender for sums
above one pound.






