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FINANCIAL SCHEME FOR INDIA.
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To the Rught Hon. Rosrrr VirNon Smiri, M.P.,
President of the Board of Control, &e., ge.™

November, 1857,
Rignt ITONORABLL SIR,

A ounstioNy of much moment was adverted to in =
letter inserted in the money article of the * Times” of
the 16th October last, and declared in thab article o
be well worthy of the public gttentions——I mean that
of the gradual redemption of the Land Tax in India.

I have been in the habit for these ten years past
of opening abt large my viewy on this subjeet to
many whose opinions and information T valued; and
for the last four years, particunlarly, I have availed
myself of various opportunilies of civculating my

* 1 feel 1t proper o slate that {hese shaots contain (he
substance of & real leller addigssed to the Presidont of the

Bomd of Control, and published with s permuss on,
A%



notions  among gentlomen  versad in mereantile
allairs. In April 1854, 1 addiessed o long lettor {o
Mpe, Russell Lllico, then the Chairman of the Court
of Divectory, al his own requost, upon this tople, in
wlich I endeavoured to develope the nature of a
sa]mnu; adpled to this purpose. A copy of thig
letter I soon aftar placed in the hands of Sir Charles
Wood, then President of the Board of Control,

ITaving failed 1> gain the atlention I expected fiom

the authoritics, parily perthaps from some want of
parspicuity in wy treatment of the subjeet, T en-
couraged too little hope of attracting that of the
public al large o induce me {urther to prosccuie the
discussion. The prosent crisis, however, in India,
and the provalent domand of a genoral roview of its
oivil administration, tempt me 1o rvesume the consi-
deration of o sabject which I deem the very first and
most important step to e takon in politicnl reforme—
reconunended as the task is by so influential o source
of publie opinion as I have above alluded fo.

I*pnrpnsn, however, in this paper to confing mysclf”
to & general skotch—Ist, Of the nafure of the
mensure I advocate. 2ndly, Of the principles on
which it is founded ; and, 8rdly, Of the aff ects likely
to be produced.



My scheme is this:—To allow all holdes of land
paying “ kist,” or vent, (which the Indian a&sgssgcl
Land Tax really is,) to redgem for ever thatrent, and
to hold in fee simple. A Board might be appointed
to regulate, under the superintendence and orders of
the local Government, the rate and mode of redemp-
tion. This Board might lay down rules and facilitate
arrangements by which aggiegate communities might
vedeem—Dby which under-tenants, and ryots holding
‘in perpetuity at fixed rents, might redeem from their
immediate landlords—-by which separation of fees
among individual owners should be encom aged—and
by which Government itself might sell its own lands
and wastes in fee, and purchase lands with a view of
so disposing of them in fee,

A detailed explanation of the principles on which
this measure is founded 1s beyond the scope of the
present paper. I will liout myself to & moie coms
pendious exposition of them.

It 1s obvious that the tendency of such a measure,
indiseriminately and extensively acted upon, would.
be 1o swallow np the 1}1*i11{511]ﬂ1 out of which the preat
bulk of the fiscal income now arigses—enctumbering

the Government with weglth Deyond its requirements
~-and, eventually, abgorbing the main source of the



national revenue. The measure, however, if beneficial
at all, must be based on principles the very roverse

of this. \
Such a result can only be effected through a
gﬂadaz{gn n the Process, which, while it served 1o

increage continmally the immediate revenue, would
not impair, eventnally, the adequate sources of
taxation to meet the oxigencies of the State. This

is a problem of some difficulty and complication.
In general terms the solution is this. The price of #
redemption should be so regulated, as that a very
smell proportion of the Land Tax should be an-
nnﬂﬂy radeemed. The consequence wonld he, that,
though the immediate annual supply to Government
would be considerable, the loss in the annual tax
would be so trifling as scarcely to Dbe felt—and the
time to elapse before even a fourth part of the whole
Loand Tax would he redeemed should bo so long, as
that ample opportunity would arise {or veplacing the
deficit from those other sources of taxation, which
the inerensimg nationgl wenlth find newly created
property (if such oan he shewn to he the beneficial
result of the measure) would aflord.

.+ The mode of securing such a gradation would be
hy increasing ov decreasing the piice of rodemption,



according to a sound calculation of the present
requirements of Government, and of what wag
neither too rapid nor too slow an encroachment on
the existing source of taxation fiom Iand, If the
price of redemption was so Iow that more money was
proffered than Government had occasion for or could
employ profitably, or if more of the Land Tax was in,
course of being extinguished than there was &
prospect of early veplacing from other source
Government would of course put on the serew an
raise the price. Nay, Government might arrest th
sale of their rental altogether ; and the money take
up by such previous sales would prove in effect mear
Joans to Government at a rate not higher than a
present usually borrowed at. If; on the other hand
Government needed monoy, and if the purchases o
the Land Tax advanced so slowly as that th
proportionate Bhtlll(}tlﬂll of so small a part of the
annal revenue was in comse of immediate replace:
ment by other sources of taxaticn, the price of
redemption might~be safloly lowored, In the mean-
time the positive gain to the national wealth would
be certain, for the mensure must necessarily fosfer
the profitable outlay of capital, and . BIEOTLAgES

;

agrieuliural and commereinl enterpiise.~ ¢ 1 e
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Por ingtance, it is suggested by the writer to the
“Times” above alluded to, that redemption should be
offered at 25 to 80 years' purchase. I will suppose

it offored at 20 years’ purchase. Now, I reckon--
at o proximate guess and in round numbers—the

Land Revenue of India at 20 millions, Let it be
assumed that the tenanls paying o%sth pard
of the * kist” to Government redeemed annually
their proportion of this tax. At 20 years’ purchase
the sum thus annually paid would amount to
£400,000, and Government would lose but £20,000
annually, This would only be the ordinary interest
of the money so received by Government; and if
Government applied it merely to pay off a portion of
the Indian Debt, instead of any more profitable mode
of expenditure, it could be no loser. The indirect
pain to Governmoent, by ﬂpmﬁng the land to improve-
ments, by encouraging profitable outlay of capital,
and Investments in enterprises, would however De
palpable, At the end of 100 years Government
would, have lost for cver one-tenth of its revenue as
derived from the Land Tax, Ze 8o, two millions per
pupum 3 bot, if nothing better was done with the
Eprine of this Land Tax so redeemed, it would have
paid off forty millions of debt., :



But suppose Government desived, for public and
profitable purposes, (in otler tvords, for increasing
the wealth of the country and unmia}lumlt sorrces of
1evenneg, ) a larger amouwnt of anmual tedemption
money. This might be done in either of two ways-—
by laxvel'iué the price and attracting a larger pro-
portion of purchasers, or by raising the price to the
saIe, Or even to a larger, proportion of purchasers.
In the latter case the measure would be doubly pio-
fitable to Government. It would increase its revenna
without any loss, in case the surplus (after paying
off, if so deemed expedient, a poriion of the national
debt) was required for exigencies of unprofitablc
expenditure, and it would at the samo time benefit
the purchasers with all the gainful results already
alluded to, If the surplus, or incrensed revenue,
was directed to public improvements, and was not
required for such exigencies, of cowse the advantage
to Government would be greater still.  Should, how-
aver, the former of these two ways be adopted, still
the measure would be very profitable, ot Esué?i
posing Government acmifted zhoth l&&l{b“ﬁfﬁ %J %ﬁ
“Iist” payers to redcem ab the. price -of %@p@i

. I Pk *?f;
years' purchase, or a less proportioh, (séyﬁh:«ﬁ bl

¥

a lower price, it would take 100 y@ﬂﬂé&@g‘“ %”@iﬁh
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Land Tax revenue by one-fifth, ¢ e., by four millions
per annum; and Govermment would, m the mean-
while, have had 1t revenues 111'11{111 mole largely
increased, whorewith 1o make thab public and bene-
ficial outlay which would have been the mnducement
for admitting 2 moie exiended redemption, and
might thus prcvide new sources of taxation more
than adequate t¢ 1¢place the loss.

From these attempted illustrations, perhaps, [ may
have succeeded in shiowing that no real loss could
possibly be suffered by Government; unless by heed-
less ignorance it should violate the principles on
which the measure is founded, and sell the Land Tax
in o greater proportion than would be requisite to
supply profitable outlay, or at a lower rate than
would onswer its legitimate objeots, Lixperience,
indeed, il not common foresight, would soon warn
Governunent againgt any error of this kind; and its

_progress in & mischievous course could in & moment
bo airrested hy a vise in the rate. The prineiple to
be observed is—ihe adaptation of the redemption
rate to the exigencies, or Lo the profitable objects, for
which the proceeds of such sales are required, and to -
the ability, immediate or prospective, of replacing
the eventual loss of revenue thereby. It would Le

&
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the business of Government to wateh the bearings
and results of the rensure with a specipl view to
the latter objeet, and it is a business which would
nob too much tax the sagacity of ordinary statesmen,
The positton may Dbe safely lmd down, that the
national wealth cannot be inereased without the
Government having its full needful share. A rich
people and a poor Government is an anomaly.

I will here bring my elucidation of the principles
of this measure to a conclusion, as it would require
n more claborate series of calculations than 1 am
able to puf in a clear way, to exhibit the amount of
eventual losses of permanent revenue Dy these pro-
portional remissions of the Land Tix, and the time
it would take for these losses fo overbalance the

annual inerease of revenue derived from the proceeds
of these sales (apart from the consideration of the
replacement of the deficit)—and I am unwilling to
occupy thoe ieader’s atlention wih such delails.
This is plain: that such eventual nid overbalancing
permanent loss must necessarily occur at some time
or other, however distant, if the prineiples I have
adverted to are nob observed. But it is to my mind
equally clear that the period of such loss never can
arrive, if Government ghall fix the rate of sales ab
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an amount which shall suffice for payment of ity deb
without loss, and extend these sales no further; or,
if Government, raising the rate or exiending the
sales beyond this object of paying its debt, shall in
the mcantime have provided materials for taxation
adequate to replace the revenue so extinguished.

T will now point to some of the more prominent
effects likely to be produced by the measure pro-
posed.

Of these some cursory notice has already been
made. No greater stimulus could be deyised for
advancing agricultural improvement and commercial
enterprise than that of the i11dﬂpende;1t seeurity of
landed property. Tt does not seem to have occurred
to consideration that permancnce of tenure in land
is necessary to its full use and enjoyment. By ihe
limitations imposcd by Government on landed tenure
—swhether by the exnction of a high rental instcad
of 8 small Land Tax and the consequent risk of
accumulating arrcarg or of forfeiture, or by the mora

direct substitution of lensehold instead of a fee—
hadf of the profits of land ave confissated and uttorly
lost, without any compensating gain to Government;
inasmuch as those profits are proportionate to the

outlay of capital; the requisife amoung of which
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neither the tenant nor the Govimment, as land-
lord, will expend. A profitable investment may be
reckoned on as the sure result of redemption of the
Land Tax; for it may be assumed, as o general rule,
that none would purchase such redemption except
for that purpose. Without an exemption from this
heavy and harassing fiseal burden, we may be very
certain that neither the Inglish capitalists, nor
English capital, will be drawn to India. In agricul-
fure proper it is not to be expected, indeed, that
English speculation can compete -vith the ordinary
routine of native husbandry., DBut in the culti-
vation of cotton, of sugar, of silk, of mdigo, in
the manufacture of iron and sieel, and in the
sapply of various other products connected with
the ownership of land, there is & vay wide ficld
open to British enterprise. Much is publicly said

about encouragimg the development of the natlural
resources of India. Any carly suceess in this ohjeet
can only be looked for tlnough the introduction of
British capital.

But I hold even these considerations, important as
they are, of little account compamed with the cffect
to be produced through the liberation of India fiom
the ovils inherent in the Ryobwarry as well as
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Zemindary system of tenure. The burden of the
Government land assessinent, or * kist,” may, per-
haps, amount in value to but one-fourth of the ordi-
nary produce of the land; but 1 believe most tenandy
would be willing to pay twice the fair price of its
redemption to be rclicved fiom it.  The capricious
uncertainty —the interferences—the oppressions—
the extortions which necessarily attend the collection
of revenue under the foamer of these systems of
taxation more especially—not its amount form the
real grievance; and il is onc which weighs down all
spirit of exertion, by stifling the hope of independent
enjoyment of its {ruits. I have hesrd and read
much in defence of the Ryotwarry system. I know
what its merits are under able and lhonest adminis-
trators; but expetience has plainly proved its over
" balancing and overwhelming defects. 1 have heard
it stated in Pailiament that its peculiar Denefit con-
sists in substituting Government as the direct land-
lord, without * middlemen,” and so the grent curse
of Ireland has been avoided. Alas! the Ryotwarry
system is one of sole management by middlemen,
and those the worst of any, nawmely, the officers of
Government; and those oflicers the worst of any,
namely, the corrupt Natives, who oppress and ex-
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tort, with little gain to themselves, and to the
gveniual 1uin of the people ab large.

Tt may be uvged, however, that it would he vain
to cxpect any considerable amount of purchases
of this redemption fiom Natives—they are too poor §
too much ground down. Ilowever desirable, the
capital is not forthcoming for the object. There
is some ground for this apprehension ; the tendency
of a high land assessment has been to produce this
evil, and the more strongly to recommend the appro-
priate remedy. DBut I have no doubt that more
than the proportion I have above specified have
means as ample as thelr melination to elevate them-
selves f{rom degradation into independence and
wealth, which the free tenure of Jand wounld give
them scope to carn,  And there seems to be another
source of such meang whichh has often drawn the
notice of the monied intaiests. Cumions enquiry
is fiequently divected to what becomes of the
enormous amount of bhullion continually poured into
India beyond what can be traced out of it A
oreat mass of 1t is generally Dbelieved to be hoarded.
There is good reason for the impression. I hove
heard Indian judges and other functionaries expiess
their surprise af the gieat smount of coins and
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hullion, the produce of detected thefts and robbeiiey
amony o community steeped appmently in abject
poverty — struggling for cvery Iraction they can
withhold from th: Government o1 other cieditors,
and spending for nothing heyond the nceessitics
of a hare subsistence. [t Is very notoricus how
muech costly ornaments abound among the poorest
{families. In what does native cxpenditure, in fact,
for the most part consist? A great portion is
exhausted in presents and offerings, on occasions
of puplic or family ccremonies, to temples, to the
priesthood, and to vailous iriends or dependents ;
ang tha mongy does bt in faet Phnnge ]mnr'la? ane
is hoarded as beforc. Another lamge poition goes
{0 feed pauper Biahmins, and is little better than
wasted. The same may be said of the profuse
expense in gaudy pageantry.  There must neces-
sarily be a great accumulation of the useless repre-
sentative of capital, where much is reecived, and
where thaie are but few objects for the luxurious,
or agreeable, or profitable employment of i6. The
most useful, and at the snme time the mogt tempting
application of it, would be that for obtaining free
property in land. _

The policy of a large expenditure on public woiks,



17

and of encouraging the applization of commeroial
capital in improving the sources of the national
wealth upon guaranteed dividends, has been recog-

nized. But it is checked DLy the want of means,

although the profits on such outlay, direct or in-
direet, are rated enormously high, more particularly
in works of irrigation. Nature has been profusely
bountiful in pouring forth its fertilizing waters over
this thirsty land ; but, its fow being‘ periodical, itg
sforing and application can only be effected by
arfificial means. Ag much labor and ingenuity,
in. fact, are requuwed in adapting these definite

supplies of water as in adapting the snil itself to

the growth of produce. We might as well neglect
periodical ploughing as petiodical irrigation; yeb

we complacently watch the trinsit of vast columns

of this national wealth into the sea, while 1t Is 1o
too much to say that the rental of such wasted water
might equal the present rental of the land itself,

By the plan I propose, Government could ensure
prompt means adequate to all the legitimate aims
of public expenditure, and nced not levy more than
the expedient supply., It is a mark of political
wisdom to remit taxation whencver an increase of
taxable material Is .theieby produced. I tha
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principle is acled upon, it signifies nothing in what
way. It may be done by sacificing a portion of
the Land Tax in order to increase in a greater ratio
the remaining pencral sources of revenue, as well
as by any other mode. But if, further, ihe re-
mission of the Land Tax, paid for at its value,
shall conduce to the production, without the cost
of Government, of taxable material which did not
exist before, how can the sagacity of the mdasure
be doubted ; and what risk can there be in an
experiment which can be arrested before any loss
is meurred 7

Tn nnnﬂnﬂfng tiese sngpest'ong I must add one
more, bearing immediately on the question I have
discussed. It 18, that the measure I have advoecated
cannot be complete, or effectual in any great degree,
unless an improved system of judicial adminisiration
is introduced. Neither will British capitalists e
desirous of holding land, nor will Natives be tempbed
much to exonerate thewr land from the Government
“ Tist” wmleas their possessions and the produce
of them are secure under the known law of the
land.

Oxie most powerful inducement to the purchase of
the Land Tax, and to Investment in land penerally,
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and a truly valnable boon, would be the acquisition
of an indefeasible Government title. And this wonld
be accomplished upon the same principles, and under

the same rules for just investigation, as obtain undenr

the Liish Dncumbercd Dstates Act; an Act which
would be more beneficial in India, where scarce any
titles in land are considered safe, or unexposed to
litigation, But the real and permanent security
for landed possessions can only be looked for through
a code of substantrve local law, instead of the
jumble of uncertainties, inconsistencies, and con-
troversies, which pass by that name-and through
a body of legal functionaries, who must be wstructel
aud frained for the practice and adnunistration
of it. '

The first object can only he obtained by the

appointment of a competent Board fo revise the
luw as It exists, Il not to reduce it to a systematic
code. Tho second objeet can only he accomplished
by local institutions, through which juudical de-
grees, or cortilicates, may be conferied on those dnly
quelified. I was at the pains Hur years ago of
drawing up a sketch of the guality of such insti-
tutions, I should be glad to mvite attention
to it in the appropriate quarters, if nothing of
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this '];;ind is about to be attempled ; but I could
hardly hope to gain the public ear upon such a
subject.

T submit these projects to your consideralion, Sur,
ag Doth definite and practicable, if' founded on just
data. I fecl that they demand gr;a,at labor and
length of time t> bring them all info operation ;
but it needs that a compiehensive view should De
taken of the polilical requitements of Indin in ifs
civil administration, and that the foundations of
any new or better system should be laid deep and
broad.

Much vituperation has been expended upon the
assumed misgovernment of India, and particularly
on the alleged neglect of employing the most com-
petent men in its adminstration. I frecly say that
I do not consider the Imperial Government oh-
nozious {0 the latter imputation. Suelh a general
charge 18 ecasily made, and is as ecasily followed
up by geneial advice I do not observe, however,
that there has been any indisposition of late years
.to select men of reeognized ability for employment.
The appointments of the Government Directors seem
to me unexceptionable. 1 know not where bebter
men, wulling to engage in theiy duties, are o be
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found fthan Sir Lawience Peel, Siv rederie Curie,
Mr. J. P, Willonghby, and Sir Rebert Vivian, ecach
acting m  his appropriate sphere; and 1 should
he justified in adding the nume of S Ilemy
Rowlinson, if he was not a personal stranger 1o me.
Tt would be difficult to select a public functionmy
equal to Sir George Clerk as permanent Secretay
to the Board of Control. OFf those entrusted with
the highest offices in India some have deservedly
carned the highest reputation, and all have justified
their selection by their distinguished serviccs on
the most tiying occasion of political difficulty that
has ever occurred in history., When a new code
of judicial proceduie for India was projected, t;i,&"
very highest qualiied men that Lngland qaj{lltl
produce were chosen for the task, Ilave :1‘}1y of
thesc appontments been denounced, or can they
justly be so? If nol, how puiposeless 18 general
alwar, and how ~epit 18 general advice. The logal
and the constitutional system of the Indian Govern-
ment may be wrong, and need a thorough reform ;
but the fanlts of the system aie not the sins of the
admingirators of it.

For my own part, bir, I am content to submif

the measure of financial reform which I havg



sketehed oub to the reftection wid Julgment i s uh
men ag 1 have denofed, and o yorr own. 1 haye

an ungnalified conhidence m the soundness of the
principles on wliuch 1t is founded. 1 am {ully

couvinged that sooner or later b will be adopled
wnd, 1f well founded In prineiple, ivs impoizant
influence cannot be exaggerated., 1t Is & matte
of wondar to mysclf, that in a country surpassing
in exuberant fertility the most {favored climes in
the whole world -tceming beyond all otheis with
o submissive and industrious population, content
with one-tenth of the ordinary rate of Luropean
labour-wages—mno greater annual revenue should be
lerived to the Srpie than shirty millions sterling ;
g but half of that levied from one-sixth of

¢
bel

that
atbenp wed 10 explawn the main cause, and the obvious

opulation Inhabiting Great Dritain. 1 have

31'{}1n1;tl y adopied, the present peners-

remedy.

tion may ﬂlltlcl Y H“mﬂ)l

Rt
of the revenue two fold, Eblld af

lllbl Lﬂ‘.}@

1011& wea,lﬁh ]

and progperity fifty fold.

I am aware of many surmsed objections and
impediments to the working out of this proposed
scheme in details. I have often had to combat
and T feel that I am able to vefute them, should
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occasion arise for entering on such a discussion.
No refutation could reconcile these who argue in
a cavilling spirit, I appeal to those who will apply
a thoughtful and statesmanlike consideration to the
subject——who have opportunitics of making their
sentiments publicly known who will neither be
puzzled nor repelled by oparative difficultics fiom
supporting prineiples which, having examined with
candour, they in thelr mature judgment shall

approve.

I have the honor to be,

Ricaor ITONORABLL SIR,

Your very obedient servant,

GLORGE NORTON,

.

RigparngoN DroToers, I'minrers, 28 Cormuiny, I'C
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