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3rd March 192~ 

DELHI.*. 

PRESENT: 

Sir CHARLES ToDHUNTER, K.C.S.I., r.c.s., President. 

The Hon'ble SARDAR JoGENDRA SINGH. 

Dr. R. P. PARANJPYE. 

Dr. L. K. HYDER, M.L.A. 

The Hon'ble Mr. E. H. BERTHOUD, O.B.E., I.C.S., Commiss'oner 
of Excise and Salt, Bihu and Orissa, was examined. 

Written memorandum of the· Hon'ble Mr. Berthoud. 

Q. 61.-There has been· a clamour for total pr<;>hibition from ·a particular· 
section; but the Local Legislative Council has so far not favomed this policy. 
There have been two full-dress debates on resolutions recommending prohibi­
tion,-one in 1921 and one .t)lis year. On both oocasions the resolution was­
defeated-in 1921 by 32 votes to 10, in 1925 by 48 votes to 21. 

Q. 62.-I am not an advocate of prohibition. 
(a) (i) Super-tax on land revenue cannot be considered to be a particularly 

satisfactory expedient for replacing excise revenue for the fol!owing among, 
other reasons. · 

(1) Even apart· from considerations of the kind refetTed to in (3), a 
surcharge on land revenue is, in an almost purely agricultural 
country like this, calculated to cause greater discontent than what· 
prohibitionists find ground for in our excise policy. . 

(2) In a permanently-settled country like this, a surcharge on land· 
revenue is IikP-ly to be looked upon as an act of breach of faith. 

(3) The very .large section of the. community who have been abstainers· 
always and who have never pressed for prohibition would !esent· 
the impositi<;>n of an additional tax necessary to satisfy what they 
consider to be the fad of a comparatively few idealists. Probably 
many of the prohibitionists also would join the. opposition, and: 
some of them would possibly clamour the loude8t. 

(4) Where, as in Bihar and Orissa, land revenue is assessed not on the· 
cultivator direct but on the landlord, it would be necessary. 
either to lay the whole burden on the shoulders of the landlords 
or to make complicated arra'ngements. similar to those for road-cess 
for collection from the rent-payers. · 

(5) The excise revenue js considerably greater than the total land 
revenue at present.-

(a) (ii) Income-tax in this province brings in very much less. money than 
excise revenue. A surcharge on income-tax, in order to replace ·excise 
revenue, would have to be at 5 or 6 hundred per cent. rather than the 20 per · 
cent. suggested; and this is Tiey,OI!d rn;!'ctical politics; · · · 

(b) The suggestions of the ~dmbay" Excise Committee are suited mainly 
for industrial areas where big incomes are made in busines•. '!'axes 
of the kinds suggested wo.uld not bring in much in a province like Bihar and 
Oris~a. · 

NoTE.-For the Questionnaire and Annexures, see Vol. III-Evidence. 
• The Hon'ble l\It. Berthoud was examined at Delhi, but his evidence is 

printed in this volume so that it may appear with that of other witnesses from 
the same province. · 
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Q: 68.-The principles . en~ciated in extraoh! 1 to 5 are very sound. 
The unport of extract G '". m the absence of the context, not very clear. 
'Ve justify our excise revenue not on economic grounds alone but as 
a. measure of temperance as well. And our sliding scale ~ystem is some 
attempt (no doubt very indirect and not successful always) to tax the drunlmrds 
tenth pint heavier than the first. 

Q. 64.-As a measure of taxation, pure and simple, our present policy does 
not go to the fa~hest possible extent-it would be possible to obtain greater 
revenue by rel=g control on the use of intoxicants. But our /olicy is 
maximum of revenue consistent with minimum of consumption; an this we 
have persistently tried to follow. 

Q. 65.-Different rates of duty are inevitable in a country like this peopled 
by many races, in different stages of civilisation, with such diverse tastes and 
different economic conditions. Taxation that may drive people in Gumla and 
Simclega subdivision of Ranchi to illicit sources of supply may fail to make 
any impression in Dhanbad or Jamshedpur. Our duty rates, which are not 
mentioned in Annexure H, range between 10 annas in Sambalpur (where 
mahua is abundant and which is surrounded on nil sides by Indian States) 
and Rs. 10 in Jamshedpur. 

Q. 66.-Nothing. very appreciable. 

Q. 67.-This question hM only an acBdemic· interest for this province as 
potable foreign liquors are not manufactured in this province. The rule in 
this province has always been to charge duty at the tariff rate on locally­
made imitations of foreign liquor and it is desiraple that this should continue. 
If this is done, the same freedom from restrictions as is given to foreign 
liquors may be allowed. 

Q. 68.-Local Governments should have the power to impose supplementary 
duties on foreign liquors, subject to the :proviso that this power should be 
exercised only when taxation on country spirit approximates to the tariff rate. 
This condition is not likely to obtain in Bihar and Orissa for some time 
yet at least. 

Q. 69.-The best arrangement is that recommended by the conference of 
Finance ·Members held on 15th November 1923, viz., that duty should follow 
consumption. 

Q. 70.-lt is doubtful if it would be ever possible to tax tari to the 
same extent as spirit in proportion to its alcoholic value. In the first place, 
the cost of production, in proportion to the alcoholic content, appears to be 
higher in tan than in spirit. Secondly, tan, taxed to the same extent as spirit, 
would very probably fail to compete with spirit; for in many cases it is only 
because tan is cheap that it, and not spirit, is drunk. 

At thE same time, there is no doubt that taxation on tari is low in this 
province and tl At increase would be desirable. But the chances of financial 
success from a tree-tax are very uncertain in the peculiar conditions of this 
province, chiefly because the supply varies so very considerably in different 
seasons of the year. For more than half the year there is no sufficient tari 
from which to get revenue, and in the remaining months the supply is so very 
much in excess of the demand that the price has to come do~n rid.iculou~ly 
low, impairing thereby the capacity of the quantity drawn dunng this penod 
to bear an incidence which can be at nil considered reasonable. A tree-tax 
""ould certainly reduce consumption but may not necessarily increase revenue. 

Q. 71.-Here also remarks similar to those agai~ question No. _6-5 are 
applicable. A few years ago we raised duty on gan1a throughout Bfha: to 
Rs. 40 por seer. which was fully justified by conditions within ~he distncts. 
But we found otit to our cost that export.s to Nepal from this proVInce dropp~d 
.almost to nil; and we have again had to reduce duty for·the nor!h Ganget~c 
area to Rs. SO per seer. Uniform rates of duty could be possible only If 
conditions were similar, which they are not. 



Q. 72.-The existing systems of wholesale supply of country spirit and 
bhang are satisfactory. In respect of ganja, we depend on Bengal who have 
created a monopoly in favour of one partiC"Ular party. This party charges 
exorbitant rates which is standing in the way. of expansion of our revenue. 
To remedy this, we are trying to take steps for growing our own ganja. 

Q. 73.-We have two systems for disposal of licenses for retail vend,-the 
auction system in some districts and the sliding scale arrangement in others. 
From the point of view of taxation alone, the auction system appeal'tl satis­
factory; but ·it has been attacked on other considerations. The sliding scale 
system which has been only recently introduced has not brought much increased 
revenue till now. But it will possibly do so after a short time; and it has 
many other good points in its favour, chiefly as a temperance measure. 

Q. 74.-The area and population per shop are still uomparatively low in 
Bihar and Orissa (lower than in all other provinces except Madras); and it 
does not appear that reduction in number of shops in recent years has brought 
about any artificial increase in the value of the shops that remain. It may 
be mentioned at the same time that further reductions in number of shop~ 
to any marked extent is calculated to have undesirable consequences. 

Q. 75.-Here also some diversity is inevitable. The conditions of Burma 
are peculiar. Elsewhere, the difference in rates is not very marked. 

Q. ?B.-The system was never tried in this .province. 
Q. 7'7.--Smuggling of opium and cocaine is now carried on by organised 

parties that have agencies in different parts of the country, not excluding 
the Indian States. While of oourse the chief responsibility for control muist 
rest with the consuming province, centralised aotion from the Government of 
India may improve matters. 

The Hon'ble Mr. Berthoud gave oral evidenc-: as follows :­
The President. Q.-You are Excise Commissioner, Bihar and Orissa? 
A.-Yes. 
Q.-You are also in charge of Salt? 
A.-Yes; also Registration. 
Q.-Anything else? 
A.-I am the Registrar of Joint Stock Companies. 
Q.-You say that there has been a clamour for total· prohibition from a 

certain section, but that the local Legislative Council has not so far favoured 
this policy. ' 

A.-Yes. 
Q.-Has there been a demand for the extinotion of revenue as distinct 

from a demand for the extinction of drink? 
A.-I think there has been more demand for extinction of the drink than 

for the extinction of the revenue. · 
Q.-Certain enthusiasts are anxious to extinguish the revenue· apparently 

the~· do not mind whether they extinguish the drink or not. ' ' 
A.-Yes. . . 

Q.-As regards alternative methods of finding revenue, I take it that even if 
you had prohibition, neither of the ways suggested would be praotioable in 
your provmce. · 

. A.-So far. as my province is concerned, excise revenue, I think, bears s 
?Igget· proportwn to the total revenue than in any other province. Idlst year 
1 t was 182 lakhs of rupees, which was more than a third of the revenue of 
the province. 

Q. In some districts the excise revenue is more than the land revenue? 
A.-Yes, considerably more than the land revenue. 
Q.~In reply to (!Uestion No._65, you_~ay that duty rates range from 10 

nnnas toRs. 10. 



A.-Yes. 
Q.-That is per proof gallon? 
A.-London proof gallon. 
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Q.-Is it possible to raise the duty? 
A.-We are always raising it, even in the middle of the financial year, 

whe11 we see consumption increasing. 
Q.-Doe3 not that affect your auctions? 
A.-We have got the auction system only in Chota Nagpur; in other places 

we have the sliding scale system. It is practically the samE). system as they 
have in Bengal and the United Provinces. Only they call it by different names. 

Q.:._In paragraph 75 of your Administration Report for 1923-24, it is stated 
that the consumption of country spirit in 1923-24 showed a decrease of 25 per 
cent. compared with 1912-13 in certain districts. 

A.-That is so. 
Q.-Have you seen the Central Provinces Administration Report for 1923 in 

which they compare all the provinces? It shows that Bihar and Orissa is the 
one province which is increasing its consumption and everybody else is making 
:an enormous reduction. · 

A.-I do not knon· where they got their figures from. The statement ('()m. 
pares the consumption of country spirit for the calendar year 1923, while our 
figures are for the official year. The year 1922-23 was one of increased con. 
sumption, because it was immediately after the non-co-operation movement .. 
In the Central Provinces statement they have also probably included districls 
which were under the outstill system and have since come under the distillery 
system. • 

Q.-We have a table here comparing the consumption in standard distillery 
areas, that is, areas under the distillery system, ~ut we cannot get the 25 per 
cent. reduction ~·ou refer to. 

A.-This includes figures for 1911-12 when the province was not formed, 
probably you have included some of the Bengal districts in your calculation. 

Q.-If we send you this statement" of· our calculations, will you please 
verify it? 

" Not printed. 
The figures given of consumption of country spirit in Bihar and Orissa are 

worthies•, because during the previous quinquennium several districts were 
under the outstill system and therefore there can be no comparison of their 
consumption during that period with the consumption of the year 1922-23, 
when the di•tillery system had been extended to them. 

The statement below comparing the consumption in the same period in the 
areas under the distillery system only shows that there was a fall in con­
sumption o£·3 per cent. 
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A.-Certainly. 
Q.-Your calculation of 25 per cent. does not allow for a reduction in 

population? 
·A.-No. I did not go into population. 
Q.-I think it would be a good thing to analyse the Central Provinces table, 

Perhaps you would not mind doing it; it looks from the statement as if Bihar 
and Orissa is the one province which is increasing its consumption. 

A.-That is wrong; I shall examine the statement. 
Q.-Has the increase in duty led to much illi'cit distillati.on? 
A.-The non-co-operation movement led to a great increase in distillation. 
Q .-When was the highest figure for illicit distillation reached? 

, A.-The highest figure was reached in 1922-23; it was about 1,400 cases. 
Q.-That was not the result of the policy of raising the duties? 
A.-I put it down to the boycott· movement against liquor shops, when 

people were driven from liquor shops and started making their own liquor. 
Q.-The reason why I am asking you this is because a number of provinces 

have come to the concluswn that illicit distillation is out of control as a result 
of the policy of increasing the duties. 

A.-It is out of control in several provinces. 

Q.-l\Iay 1 draw your attention to what the Board of Revenue, Bihar and 
Orissa, say on this subject: they say that they rather " doubt whether reforms 
have not been too rapidly introduced,, e.g., the introduction of the contract 
system into parts of Hazaribagh and Sambalpur before the districts were ready 
and illicit di•tillation could be prevented." 

A.-The Board holds that view. I was District Officer of Hazaribagh at the: 
time when the change was made; I held that it was premature. You could not. 
however put down the increase in illicit distillation cases to this reform, 
because the increa"e was infinitely greater in other districts which have been 
under the distillery system much longer. Ranchi and the Santa! Parganas are 
the two districts where there are most distillation cases. 

Q.-You are going a" far as it is safe to go? 
A.-The Board thinks we are going too fast. 
Q.-Are you satisfied with the working of the sliding scale system? 
A.-In other provinces they introduced it wholesale; we are going gradually, 

and so far, I am "atisfied with it. · 
Q.-Don 't you find that the sliding scale puts a premium on malpractices 

by the vendor? 
A.-No; one of the reasons for the introduction of the system was that it 

reduced the danger of malpractices; in fact, they are becoming extinct. What­
ever the vendor sells he gets a profit, while under the auction system you put 
up a license to auction and there is speculation and rivalry. 

Q.-The more he sells, the less his profit is under the sliding scale system. 

A.-The more he sells, the less his proportionate profit, but· the total profit 
is bigger. · 

Q.-We were told that it puts him under a great temptation to sell illicit 
liquor. 

A.-I have never heard of a case of that. 

Q.-Is there no risk of a consignment for a shop at which the rate of duty 
is low being taken to a shop where the duty is high? 

A.-That is guarded against by not making sudden change.~ in the duly 
bet>Yeen different shops. 

Q.-But you would always have a different duty, becauim the duty varie<t 
with the quantity issued. 
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. A.-There .is a theor.etical danger of liquor issued to a shop paying a small 
license fee bemg sold m a shop where the license fee is high but we take 
great care to see that neighbourmg shops are never in the same hands and any 
sudden variation in consumption is watched very cloilely. 

Q.-You do not have a tendency to level down the consumption between 
shops? · 

A.-N{). 
Q.-That is what they found in the United Provinces. 

A.-I do not consider that the United Provinces have enough staff; they 
have a mu<'h smaller staff than we have. 

Q.-.t.nother tendency for the man who gets up to the high rate of duty 
is to sell at the best price he can get to a few selected consumers instead of 
getting a fresh supply. Suppose a man ha;, sold a thonsand gallons and his 
duty on a thousand and ten would give him an exceedingly small proportion 
of profit and he has got, say, 10 gallons in hand which he would normally· 
sell at 4 annas a ga.llon. It is not worth his while to get another 10 ga.llons, 
because his profit is small; so he would sell what he has already got at 8 
ann as a gallon. 

A.-That would mean immediate cancellation of his license. A man who 
sells a thousand gallons is making a very big profit and our experience is 
that he would not risk it. 

Q.--:-How often do your staff manage to inspect? 
A.-Inspectors are supposeil to inspect big headquarters shops working uniler 

the sliding scale system once a week. The Superintendents have to inspect 
once every fortnight. 

Q.-Your shops are under very close control? 
A.-We find that profits in big shops are so high that the licensee does not 

risk cancellation. We renew licenses when there is no misconduct on the part 
of the licensees ; they are not allowed to sell except in sealed bottles and 
every bottle is labelled with the price on it. 

Q.-But he may sell one dram at a time. 
A.-Yes, only out of the sealed bottle. 
Q.-Have you had any difficulty in getting bottles of uniform size? 
A.-Quart bottles are used, about seven to the ga.llon. 
Q.-They are not exact? 
A.-They are supposed to contain 23 oun<;es. 
Q.-In the United Provinces, they have great variations as regards the size 

of the bottles. 
A.-The United Provinces sell much stronger spirit than we do; the i;pirit 

we sell is probably the weakest in India, 750, 80° and 850, and the result i~ 
that usually the whole bottle is consumed on the premises. 

Dr. Paranjpye. Q.-Do they take back the bottle? 
A.-The seller is a.llowed to charge a. few pice for the bottle and if 'it is 

returned, he has to refund that amount. 
The President. Q.-What is the process for selecting your licetli!ees? 
A.-A licnsee, if he has nothing against him, continues his license from 

year to year, and we do not disturb him except for good reasons. Towards 
the end of the year a. list is made of the shops which are going to change hands, 
applications are invited for these shops and the candidates are divided into 
suitable anil unSuitable candidates, and if there is more than one suitable 
canilidate for a shop, selection is made by lot. 

Q.-What are your qua.lifications? 
A.-The candidate should be a local man: this is essential: he should be 

prepared to look after the business himself and he should have sufficient 
capital to carry it on. These are the thr_ee main points. 



Q.-You don't consider his education or moral character? 

A.-That is impossible. 
Q.,;_You do not allow them to put in a managerP 
A.-Only in exceptional cases. We are introducing a rule requiring licensees 

to apply for leave of absence. 
Q .-Does not this result in the hereditary liquor-seller being put iii opposi­

tion to you? 
A..-Not so far, When we started this system, we left the shops in the 

hands of those already in the trade who had nothing against them, and they 
carried on. 

Dr. Paranipye. Q.-Does not this i!ystem lead to corruption amongst the 
excise staff? 

A.-I am afraid all systems lead to corruption. Under the old auction 
system, they used to bid so high that the bidding had to be stopped. Very 
few shops are now changing hands .and if the system of drawing lots is pro­
perly exercised, I do not see how the staff can get such chance of being 
corrupt over the settlements. 

Q .. -A shopkeeper who is in charge of a shop for some years has some· 
interest not to leave it? . 

A.-If there is nothing againi!t him, he will not be disturbed. 
Q.-The excise officer would worry a man in order to get bakshish from 

him. 
A.-It is possible; we have had cases like that. 
The President. Q.-Have you read the report on the old fixed fee syiltem 

in Bombay? They found that 50 per cent. of the staff were hopelessly corrupt. 

A.-Yes, I have been guarding against this. This year I had to draw up 
proceedings against 11 Sub-Ini!pectors in one district, but I hold that they were 
just as corrupt under the auction system. · 

Q;-How could they be corrupt UU:der the auotion system? 
A.-In the same way; vendors wonld pay the staff for not reporting mal­

practices. 
Dr. Paranipye. Q.-But you would let them dilute the liquor or sell short­

measure? You don't bother about these? 
A.-I consider such action'dishonest; Government are taking their share of 

defrauding the consumer. 
Q.-The practice of dilution would disappear with the sale in sealed bottles. 
A .-It is practically dying out altogether. 
Q.-And short-measure will also disappear, because the liquor is sold in 

sealed bottles. 
A.-Yes. 
Q.-So that, these are the only two possible malpractices on a large scale? 
A.-I was very much against the auction system as it was going on when 

I took charge of" this department, because of the tremendous fluctuations in 
re,•enue. You never knew where you were. When there was an agitation 
against excise at the time of the non-co-operation movement, Government lost 
revenue for the whole year, because people were discouraged from attending 
auctions; whereas under the sliding scale system, the moment your consump­
tion recovers, up goes your revenue, and it is much more stable. 

The- President. Q.-You prefer the sliding scale system on the understand­
ing that you would have a sufficient staff to check and control? 

A.-Yes, I am not sure that the inferior staff shonld not be abolished 
altogether, as they have done in the Income-tax Department. 

Q.-You have fixed prices? 
A.-Yes. 



Q.-Are they not exceeded? 
A.-They m~y be exceeded in the beginning, but gradually people ought to 

know what the price is, as every bottle is labelled with the price and a big 
notice boar<i is put up showing the prices. 

Q.-In your reply to question No. 67, you say that potable foreign liquors 
are not manufactured in your province, but a large quantity is consumed in 
your province? 

A.-Not much. 
Q.-You give a long list of them, as Shahjahanpur Rum, Deer Brandy, 

Russa Brandy, Bussa ·whisky, Cawnpore Whisky and Shakura Beer .. Does your 
province get credit of duty on any of these? 

A.~Of course we get license fees. 
Q.-You haven't made any arrangements with the provinces that issue 

them, in order that you might get some revenue? 
A.-No. 
Q.-You could do that. 
A.-I suppose we could. 
Q.-The Central Provinces did not take any steps until last year, when they 

suddenly found that this brought them nearly half a lakh of rupees. · 

A.-I do not think it is worth anything like that in our province, but it 
is worth enquiring into. 

Q.-You say that supplementary duties should not be imposed on foreigu 
liquor unless taxation on country spirit approximates the tariff rate. Wby do 
you impose this restriction? 

A.-Otherwise the consumption of foreign liquor would compete with 
country spirit. 

Q.-There are a great many places where you do not want to sell foreign 
liquor licenses by auction; at the same time, you do not want foreign liquor 
to increase largely in consumption. License fees are based on the previou• 
year's consumption at so much a bottle. That practically is a supplementary 
duty? 

A.-·we call it a license fee. 
Q.-It is the same thing in effect. 
A.-Yes. 
Q.-In regard to tari, you say. that the cost of production, in proportion to 

the alcoholic content, appears to be higher than that of spirit. 
A.-Yes. 
Q.-But surely tari, is as strong as beer even at the foot of the tree. I 

think tests were made in your province in order to ascertain its alcoholic 
stren!lth and it was found that fresh tari drawn at the foot of the tree at 
6 o'cl~ck in the morning was as strong as lager beer. 

A.-It would not compare with country spirit. Tari is weaker; it is weaker 
tban 90° under proof, I think. 

Q.-The priee of two bottles of ·tari would be equal to one of 85° U.P. 
epirit? 

A.-In our province, tbe Pasi who produces the tari has first of all to get 
the trees from the landlord; the landlord makes him pay as much as he can 
for the trees; then he has got to get tappers and then obtain a license. 

Q.-Is not the Pasi a tapper himself? 
A.-He has tappers under him, he cannot do everythng himself. Some, 

of rourse, tap themselves, some do not, some employ professional tappers, who 
are generally relations. I should have thought it waq more expensive con­
si.briug the strength, but I have not worked out the figures. 

fl.-Yc" do not think the tree-tax system is practicable in your province? 
_-!..-Before T took over charge, an officer had been deputed to go to 1\fadra.q, 

Bombay and the Central Provinces to study this system and he wrote a big 
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report on th<l subject. Then the War came and the matter dropped. "W_e took 
it up again;. our difficulty is that the supply varies tremendously at different 
seasons of the year. What I understand they do in Madras is to arrange to 
tap a certain number of the trees in the hot weather and a certain number 
in the cold weather so as to get a level supply. We have been trying for 
two years to get Madras tappers to show how to do it here but we have not 
been successful. 

Q.-I thinlt you have been informed wrongly. In Madras the palmyra only 
yields at one season. We have got variable supplies as you have. 

A.-I do not ]<now, but the information that was brought by ths officer 
on special di!t,y was different.. It is in his report. 

Q.-It i~ unfortunate that the Madras system has been misunderstood. In 
1886, I think, it was reported that in Madras we marked every tree in the 
country. In Bihar and Orissa they went round and tied a tin-tick~t to every 
axisting tree and then condemned the tree-tax system, because It was too 
expensive. I do not know about the officer who was rec-ently deputed, but 
the idea that the Madras tapper can so tap as to get a level yield all the 
year round is not correct. 

A.-I do not mean that the yield was .from the same tree. A certain pro. 
portion of the trees gave the yield and there was probably a way of tapping 
the trees in such a manner that they would not yield in the hot weather, but 
would yield in the cold weather. 

Q.-With regard to question No. 71, apparently you make money out of 
the exports of gania to Nepal? 

A.-Yes. 
Q.-And they pay your duty? 
.I.-Yes. 
Q.-What about Bengal? Is there no competition with it? 
A.-Bengal always has a lower duty than ours. Their duty is only Rs. 20 

and otll'' was Rs. 30. But still Nepal wanted our ganja. We raised the duty 
then to Re. 40 and that stopped our export altogether. 

Q.-Yo 1 eay " uniform rates of duty could be possible only i£ conditions 
were similar." What is the difference in conditions with regard to ganja? 

A.-For instance, in Orissa it is much more easily smuggled fro}Jl the 
Feudatorv ~tates than in Bihar. 

Q.-Can't you get them to co-op&ate? 
A.-They co-operate in this way, that they undertake not to allow ganja 

growing and we give them ganja free of duty. We supply them at the cost 
price under what they call the Cooch-Bihar system. But ganja from the Stateii 
is smuggled and seems to be very popular.· In Puri last year we seized a 
considerable quantity. It looked like bhang. The duty_ on bhang is very 
low and it grows all over the place. I have been making experiments in 
growing ganja and as soon as the plant was cultivated we found that wild 
bhang was growing on neighbouring lands and had to ·be weeded out. 

Q.-Can you have a uniform rate of duty? 
A.-We have a uniform rate of duty except in Orissa and North Bihar. 
Q.-Do you think it possible to have the 30 rupees rate? 
A.-I think it will be po~sible. 
Q.-Would you approve making the manufacture of ganja a Government 

monopoly? 
_ A.-I would not mind its being a Government monopoly provided it was a 

Local Government monopoly. 
Q.-What would you say to a monopoly similar to the opium monopoly run 

by the Ghazipur factory? . 
:L-Our people won't have Madras aanja. I tried the Centrai Provinces · 

ganja and people won't touch it. It looks quite different. I think there is 
much less drug in it. 
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Q.-It is merely a matter of seed. 
A.-Yes; and also the soil, the cultivation and the preparation. 
Q.-But suppose your monopoly is taken by the Government. 
A.-I approve of that. Of course, it could be grown in large quantities in 

our pr?vince. Ouly I do not k_now whether the Gove=ent will be willing to 
grow 1t them>!elves. For sentimental reasons· they might object. 

Q.-In reply to question No. 75, you say " here also some diversity is 
inevitable. Is there any harm in having a uniform rate all over India? What 
do you say to a rat~ of Rs. 80 per i;eer and no license fee? 

A.-'-It is not enough. The retail price in Bihar and Orissa is from Rs. 120 
to Rs. 140. It is a fixed price. 

Q.-What do you think of the system of employing salaried vendora? 
A.-I have not heard of it before. But our system is getting rather like 

that. If the vendors remain for a long time in the shop and are compelled 
t? be there during certain hours and sell at certain prices, it would be aU 
nght. 

Q.-Do you make them cut up the cake and sell it in i!ealed packets? 
A.-Yes. 
Q._-Would you prefer having it cut up at the faclory and packed by 

machmery? 
A.-Yes; but I do not know whether there will be any caste objections. 

The proposal seems to be all right; but I should like to consider it in detail 
before I commit myself to any statement. 

Q.-Would you approve centra~ed 'action with regard to smuggling? 
A.-I think there should be some sort of. Excise C. I. D. 
Q.-Have you seen the Report of Mr. Comber, a Burma Police Officer? 
A.-No. 
Q.-Would you like to have a kind of central bureau? 
A.-Yes; some central bureau to keep us in touch with the other provinces. 
Q.-I noticed one case of smuggling in your Administration Report in 

Hazaribagh. What clB>!s of people were involved? 
A.-I think they were a superior class of people. The Deputy Commissioner 

himself had to go. I do not think the principal was prosecuted. 
Q.-Smuggling is getting into the hands of such a clai!s? 
A--Yes; several Europeans are said to be engaged in it, travelling in the 

first class by rail, so that detection ig made very difficult. 
Q.-can you tell us anything about salt? 
A.-I am only concerned with stopping of the manufacture of salt. I have­

nothing to do with the issue of ilalt. 
Q.-In the Administration Report of the Salt Department, I notice that 

the prices vary. For instance, it varies from 6 pies per seer in Khurda to 
.t>s. 0-2-2 in Kishangunj. 

A.-Perhaps it is a different kind of salt. The salt consumed in one of 
the districts in Bihar which I last held charge of, came from Sambhar. In 
Orissa it is a]tocrether a different salt. I do not myself give any attention 
to salt prices. I~ purely concerned with preventing the manufacture of salt. 

Q.-You have :;topped now the free manufacture that was allowed during 
ti:te 'l>ar? 

A.-Yes. 
Q.-Have you had much difficulty in stopping it? 
A.-No. 
Q.-With regard to registration, have all the fees been raised in 1922? 
A.-Not all the fees. There were no changes with regard to amounts n~ 

toRs. 200. 
Q.-The result is that yon made a profit of 13 lakhs? 
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A.-13 lakhi! is the gross revenue. The expenditure was about 6 lakhs and 
hence the profits come to about 7 lakhs. 

Q .-Do you think ·it is legitimate to make profits? 
A.-Why not? It is a convenient form of taxation. 
Q.-Is it a tax or fee for service rendered? 
A.-I· have only once heard that view that it is a fee for services renderea 

:and that it should not exceed the expenditure. I think this was in one of 
the debates in the Legislative Assembly. In Bihar the Government has defi­
nitely repudiated that when they raised the fees, because the department was 
;paying even before they raised the fees. 

Q.-Is it because you render another service besides the mere act' of 
;registering? 

A.-I think th,!>t.was the .reason they gave. 
Q.-Does the expenditure you have mentioned indude pensions and interest 

'Oll capital cost of buildings? 
A.-The latter item- is not included. That would come in the Publie Works 

Budget. 
Q.-Would you approve of making the registration of all transactions relat­

ing to immovable property compulsory? 
A.-I think that except in Chota Nagpur all such transactions are now 

registered. 
Q.-Do you charge a fee for registering Muhammadan marriages? 
A.-Yes; it is about a rupee. 
Q.-Does the Government make a profit out of that? 
A.-No. It goes to the Kazi for the services rendered by him. I do not 

-think anything goes to the . Government. 
Q.-Would you approve a registration fee on all marriages? It has been 

recommended to us as a measure of taxation by one non-official witness after 
'l!nother. Say about one rupee for every marriage. 

A.-I do not think it will be worth while to have one rupee. 
Q.-That will bring in about 50 lakhs for the whole of India. 
A.-I do not think it worth while to have it. at one rupee. 
Dr. Paranjpye. Q.-Now the population of your province would be about 

40 millions, out of which 20 millions would be females and 20 millions 
males. One marriage to every 30 males for one generation would be, I think, 
:a reasonable proportion for our calculation and that would bring in a revenue 
.of 7 or 8 lakhs. 

A.-It seems to me that you would require a big staff. 
Q.-The village patwari will do that work. 
A.-There is no patwari in this province. 
Q.-There is the chowkidar. 
A.-I would not entrust him with this collection. I do not think it ie 

worth the trouble. 
The P1·esident. Q.-You make· a reference here to the ·malpractices. • To 

what do you refer? 
· A.-There are professional deed-writers who write the documents. The 

'Sub-Registrars and the clerks were receiving money from these. people and we 
•topped that practice. We found that in Eastern Bengal and Assam they had 
a system of licensed deed-writers whose fees were fixed and who were given 
the privilege of access to the office. Anybody who is not licensed will not be 
s.llowed access to the Sub-Registration office and we were trying to have some 
·su~.h system. 

Q,-These are the people who draw up the document before it is registered? 
A.--Yes . 
.Q.-What is your process of charging for copies of documents? 



A.-At so much for a page. 
Q.-How do you levy it? 
A.-In cash. 
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Q.-Do you have sheets of paper with stamps on the t<>p? 
A.-I think so. I cannot remember now. It is four years since I wlkl in a 

district. 
Q.-Do you find much evasion of stamp duties? 
A.-Not exactly evasion. I think it is more due to the great deal of igno­

rance of the correct stamp duty. Lately I have been directing the Sub­
Registrar. to be more careful in checking stamps. 

Q.-What I ask is this. Is there scope of increasing the stamp revenue by 
insisting on a strict interpretation of law? 

A.-Not so far as the doC1lments coming for registration are concerned. I 
think on the whole there is no att-empt to evade but due to ignorance in some 
cases we find a shortage. · 

Q.-When you carue out to India, was there very much more evasion than 
at present? 

A.-I cannot remember. 
Q.-Is there a great deal of exemption by executive order in respect of 

court-fees? For example, whenever the distiller puts in a petition to the 
Commissioner he has to affix a one anna stamp. 

A.-It may be. 
Q.-At one stage we used to allow a large number of such petitions without 

stamp by executive order. 
A.-I never knew that. 

lOth March 1925. 
PATNA. 
PRESENT: 

Sir CHARLES ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir PERCY THoM:Pso~, K.B.E., C.B. 
Dr. R. P. PARANIPYE. 

Mr. C. S. SAUNDERS, Executive Engineer, Sone Division, 
Bihar and Orissa, was examined. 

Written memorandum of Mr. Saunders. 

~- 15.-The charge for water supplied for irrigation in this province is 
lower than in other provinces and strictly speaking does really not seem 
adequate, but as the rates have been enhanced to their present value in 
Government Notification No. 8699-I, dated 31st August 1922, it is doubtful 
whether a further increase would receive favourable support at present. 

The existing rates are as detailed below :­
Sane Canals. 

Long lease for 10 years' period • 
Kharif season lease, 25th June to 25th October 
Single watering khari/ • . . • 
Rabi season lease, 25th October to 25th March 
Hot weather season lease, 26th March to 24th June 
Rot weather season lease, 25th February to 25th May 
Hot weather single watering during 26th March to 

24th June . . . . . 
Water ~uvplied by volume in kharif, 1st July-31st 

Octob"r per cubic foo~ peP second fo~> 12 hours • 

Rs. 
4 
5 
2 
3 
7 
7 

2 

9 

A. Per annum. 
8 Pt.>r acre. 
0 
8 " 8 .. 
8 If 

8 " 
8 

0 Per cubic foot. 
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CHA:Ml'ARAN CANALS. 

Tribeni Canal. 

Long 1ea.Se (10 years' period), 1st June to Slat October 
Kharif se~on lease (10 years' period), 1st June to 31st 

October . . . . . . . . • 
Rabi season, 1st November-end o£" February 
Hot weather, 1st March-1st June 
Rabi single watering on lcharif lease area, 1st Novem­

ber-end of February 

Dhaka and Twr Canals. 

Long lease (10 years' period), 16th June-31st October. 
Kharif season (10 years' period) 16th June-31st 

October . . . . . 
Rabi season, 1st November-end of February 
Hot weather, 1st March-15th June 
Hot \veather single. watering, 1st March-15th June 

.Rs. 

3 

4 
2 
2 

1 

3 

4 
2 
5 
2 

The water rate is fixed on the following principle:~ 

A. 

0 Per ac!El'-

0 
0 " 0 " ... 
8 ,, 

0 Per acre.. 

0 
0 " 0 " 8 " 

The cost of all charges incurred by the cultivator is calculated, such as:-. 

(1) Cost of rent per acre. 
(2) Cost of seed necessary for sowing per acre. 
(3) Cost of ploughing per acJOe. 
(4) Cost of sowing per4 acre. 
( 5) Cost of transplanting per acre. 
(6) Cost of weeding per acre. 
(7) Cost of cutting, carriage and threshing per acre. 
(8) Any other miscellaneous charges, such as supervision, manuring~ 

etc., per acre. · 

The sum total of these is added per acre and may be called " A ". 
The average amount realized by sala of grain per acre is determined, which, 

may be called " B ". · 
Then' B' minus' A' gives the profit per acre to the cultivator, which may· 

be called " C ". 
On " C " a fair percentage is charged which is the canal water-rate. 
Taking an example of purely kharif land, that is, on which rice only iS" 

down, and which is good average land under canal irrigation; I give the fol­
lowing figures which, as far as I know, are a fair average for the Sone CanaJs. 
only. 

" A "-Rs. 27 per acre (this includes a land rent of Rs. 7 per acre). 
" B "-Realizations are-

Rs. 
(1) Grain, 22 mds. average per acre at, say, Rs. 2-8 per 

md. selling value 55 
(2) Straw, 50 z_nds. per acre value of which is, say 10 

ToTAL 65 

Net profit to cultivator=Rs. 65-Rs. 27=Rs. 38.per acre. 
Water-rate for lcharif season lease is Rs. 5 per acre. 

:. Percentage charged on cultivators' profit is approximately 13 per 
cent. 
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In the case of long leases, the cultivator has water supplied for l1oth mbi 
and kharif at the reduced inclusive rate of Rs. 4-8 per acre, and if he sows 
rabi, as he often does on the rice land, then he will make another Rs. 5 per 
acre profit as well. So the percentage charge levied for canal water will be 

4'5 X 100 . 
less, namely,_ 43 =10'4 per cent. or say 10! per cent. 

In the case of good average purely rabi lands irrigated with canal \<ater 
the net profit to the cultivator and canal percentage charges will he approxi­
mately the same; at any rate the canal percentage on the profit of the culti­
vator will not be higher. 

In the case of hot weather, i.e., sugarcane, the cultivators make a net 
profit with a good crop of anything from Rs. lOU to Rs. 150 per acre. The 
canal charge is only Rs. 7-8 per acre, so the percentage works out to from 5 per 
«~nt. to 7i per cent. 

The figures only apply to the Sone Canals. In the other canals, the water­
rates are even lower as previously detailed. 

Q. 15 (1).-I would levy the water-rates on a fair commercial basis, keeping 
in mind, at the same time, that the charge made for the supply does not 
exceed the economic value of water to the crops. 

The method of assessment and realization of water-rates as obtaining at 
present in this province seems preferable to the methods indicated in items 
{3), (4) and (5) of question No. 15 (last part). 

Q. 16.-I consider that when land is brought under irrigation and increasea 
largely in value thereby, it is only fair that the State should receive a portion 
of such increased value in ~;eturn for its enterprise, 

I am not in a position to suggest any proportion or how such proportion 
-should be realized as this is beyond my scope as an Engineer. 

Mr. Saunders gave oral evidence as follows :-

The President. Q.-Would you mind giving us an idea of the nature of 
irrigation works in this part of the world? _ 

A.-The irrigation is chiefly what we termrkhariD; that is, simply the 
period when rice is grown entirely, and that goe'S-irr--from 25th June to 25th 
October. The other season is called the mbi season, which extends from 
'26th October to 25th March. The rabi crops include wheat, peas, gram and 
-erops of that sort. Rabi is the season when there is no rain at all. In the 
Punjab, the main watering is done in the cold weather. But here our main 
supply is during the rains. More water i!JJequired in __fu_e_ kharif season than 
m the .,.,7-; ~enson. Sugarcane too comes in the~J!:ther, liut that is a 
s~II ar~t com~}jvely:--SugarCltmrisnota long-watering crop. We wa~er 
it rom 5Th"l!!arch to 25th June,_n!_lg __ ~en it gets the rain and the:Y.CrQp it 
in"'--t'liiiiOllowmg-co10.-w~ther. ~-There are-other-landS which are not· suitable 
for l'lce crop, omwniCli, with a few waterings in the rabi season, can grow mh~ 
·crops. 

Q.-Rice is a crop that can be grown purely with rain water? 
A.-Yes. There are enormous areas to which we cannot supply canal water 

-and which are entirely dependent on rainfall. The cultivators also make what 
-are called " charas," that is, a kind of temporary tank to impound the flow 
of rain water. Only fields below these aharas are comman_de(l by this water. 
'But since the introduction of the system of canals, the tihartls are going out 
of existence. '---" -- -

Q.-Do you charge for the water taken in the aharas? 
A.-No; we do not, as it is only rain water and not supplied by th" canal. 
Q.-The theory in some provinces is that when a man collects the rain 

-water and stoi·es it, he prevents it from entering into a Government work and 
<therefore be is charged. 
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A..-We do not charge for it here. B\lt we charge for \lna\lthorised irriga-
tion, that is, whenever they take our canal water surreptitiously. 

Q.-Is the land swampy? 
A..-N o. The ~oil is called kewal which has a large percentage of clay in it. 
Q.-Your irrigation is only supplementary? · 
A..-Yes, but now they have become so dependent on canai water that if there 

is a shOrtage of rainfall, their crops will be a failure unless they take the 
canal water. Canal water is really an insurance to them. Of course, there are 
times when they do not take canal watE)r for weeks, that is, when there 
is enough rain. But when the rain ceases and when the fields begin to dry, 
then they take to canal water. 

Q.-Don't you have the condition when the rice crop would always be 
standing in a few inches of water? 

.4..-Yes. 
Q.-Then if you go on supplying the canal water, it cannot be too much . 

because the water will be passing from field to field. 
A..-But the lower fields would get swamped. That is the danger. 

Q.-The area of land that can benefit by canal water is limited? 
A.-Yes. As a matter of fact, we are fully leased out and we cannot take 

up any more leases. 
Q.-You could not allow water to run on from field to field because ultimately 

the lands at the end will be damaged? 
A.-Within the block it runs from field to field. ·There would be excessive 

water only if there is very heavy rainfall. We try to regulate our supply so 
that there would be only from 3 to 5 inches of water on the land. If there· is 
rain and we also supply water from the canal, the water will reach 9 or 10 
inches in the field, and that will have to pass to other lands. But we don't 
want to supply the unleased areas with surplus water because in times of 
stress we will not have enough water to supply our leased portione. 

Sir Percy Thompson. Q.-Your trouble is the universal trouble, that when 
there is plenty of water nobody wants it, and when there is a shortage, everybody 
wants it. 

A..-Yes, and it is borne out very strongly in our system here. They have 
got a horrible system of what they call nigar. In the Utra nakchetra they 
draw off all the water in their fields and the;)' like to see their fields cracking, 
the idea being that if they have water on the land all the season, the crop 
will be spoiled by insects. Though that may, to a certain extent, be true 
they did not dare do that before canal irrigation came into existeLce. Per 
haps they did not get such a high percentage of outturn then as they do now. 
They have n particular period for doing this, and they do this just before the 
lwtl•i-ya. when heavy rain is expected. If they do not get rain water during 
the hathiya, then they are put to very great difficulty unless they take 
C.!lnal water. That is a very critical time and during that period, we would 
be working at a high pressure in order to distribute the water fairly all over 
the country, and it is a most extraordinarily difficult process. 

The PTesident. Q.-Your supply is constant? 
A.-No, we are dependent upon the rainfall npcountry for our supply. 

The river drops very rapidly at times. We could irrigate a considerably bigger 
area, if they gave up this P.ernicious habit of drawing the water off their fields. 

Q.-The water that is drawn off goes to the fields lower down. Do you 
charge them for the use of that water? 

A.-That is only drainage water. It does not do very much benefit to these 
lands, :md we do not charge them for it. 

Dr. Paranjpye. Q.-If there is no demand for water in the kharif, will ~~'t. 
that water be used in the ra bi? 
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A.-Xo, we cannot do that. \Ye ha\·e a system of shutters and ,·ents on the 
anicut, and we can only keep the water up to a certain )e,·el, the surplus ahon' 

rthat level goes down. the •·river. 
Q.-You don't.have irrigation works like those in the Bombay Presidency 

w~ere the water IS stored . up .and distributed afterwards when the necessity 
,.arises? · 

A.-No; we have not anything like that. There is only one project in the 
iprovince where .it .is _prqposed .to sto!e up the water. 

The President. Q.-During the khari/, do you grow what we call dry crops: 
A.-No; there are no dry crops at all. What they do at the end of the 

khari/ is to sow gram and other small pulses scattered in the paddy fields· and 
after the main crop is cut, they will have the second crop ready. ' 

Q.-Is a lot of water wasted by·the cultivators? 
A.---,Yes; .a, tremendous amount. 
Q.-Have you any arrangement for getting at it? 
A.-Yes. But at the same time if only they would co-operate, they could 

~et far better-results than they do .now. 
Q.-How do you work out your duty? 
A.-It is based upon experiments. \Ve take it that one cusec of water for 

.rice. irrigation will irrigate approximately 100 bighas. 
Q.-That is the same as in the Punjab? 
A.-Yes; practically the same. 
Q.-That is, you let the water into the canals according to that principle? 
A.-Yes. The whole area is measured up. First of all we have our appli-

cations coming in. The area which is irrigated is divided into two leas!", 
.one· the •long I lease ~ystem, where iit 'is diVided into blocks to which we can 
-supply water regularly. They have the priority of claim for the water. The 
.second is the .season lease where there is also the block system; but if there 
. is a shortage of water, the long lease blocks get £he water first and the others 
.·afterwards. Thirdly, there are also' lands which only Tequire a single watering. 
All these fields are measured up accurately and sun·eyed, and we know all the 

;areas from our maps. With regard to the long 'lease, as long as the lease is in 
.force, they do not ·have to apply for water, and all that they have to do is to 
let the Subdi,·isional Officer know when they want water. 'fhe application 

.has to .be made only when the l<Jng lease •expires or when a new lease is 
rE\quired. 

Q.-Js the application made on a stamped paper? 

) 

!11-.-No. They do it on an ordinary bit of paper. \\'e have also some 
pr-escribed forms, but we do not insist on tbem. The long lease is generally 
ior·•a period >Ot ten years, and d. uring .that ,period, they are entitled to wat<>r 
1\'henever they want it, from 25th June to 25th 1\Iarch. . 

Q.-Is it a very mluable privilege-to get a long .lease? 
A-.-;Y.es. 
Q.-Do they pay· for getting the lease'? 
A.-No. 
Q.-In l\Iadras we· have a system "Uilder \\'hich we charge what is c:.!lei: 

'1lll inclusion fee. 
A.-Here it is not the case. On ·the other band people with long lease~ 

.get the water at·redumid ··rates. 
Dr. Paranjpye. Q.-But they pay whether they want the water or not. 

(.You chargeRs. 2-8 for a single watefing,--and Rs. 4 for the whole year? 
A.-Yes. We have our distributaries running at a ten-day and five-day 

principle. They run for 10 days and close for 5 days, and durin_g that ~0 day• 
·11.Uy block in the 'long lease that wants -water has water supphed to It; a~d 
il.urinoo lilie-5 days the water' is clesed·to·them:and ihe <;ther blocks have It. 
·That is, it comes to 10 days on and 5 days off 111 every 1o days for all bloc!u. 



17 

This enabtes us to irrigate a much bigger area than we would be 'able to do, if 
we gave a continuous supply for the whole 15 days. We find this system works 
v.ery successfully. 

The President. Q.-Yo.u could charge a good deal more for the water? 
A.-In my opinion our rates are low compared with those in the other 

provinces. But as we had changed them at least twice during the last seven 
er eight years, the last time being in 1922-23, there is not much chance of any 
increases at present. · 

Q.-That is, the Council won't pass it? 
A.-Yes. 
Dr. Paranjpye. Q.-,A.re the leases renewed? 
A.-Yes, as a rule. 'Ve never refuse the lease as long as we have nothing 

against the cultivators. It is renewed as a matter of course, and there is no 
ilrouble about that. But if, for instance, they intentionally allow water to 
run from the long lease areas to areas adjoining them, which are not under 
l!ease, then they are liable to have their long lease cancelled for a term of 
yea1·s. 

The President. Q.-Is there very great competition to get the long lease? 

A.-Yes; everybody want~ it. But we cannot grant all applications. That 
ilmplies a guaraL tee of water and they get remission of water rates if there 
i.s failure of supply. n is an absolute guarantee. 

Q.-Does not the man get an unearned increment on account of the long 
leuse? 

A.-Yes; there is no doubt about it. 
Q. You have given the rates and you show that ·the percentage, which you 

bke out of the cultivator's profit, varies from :1.3 to 5. 
A. Yes. 
Sir Percy Thompson.-Q. Your rates are proportionate to the vrbole profit 

and not to the extra profit? 
A.-Yes. 
Dr. Pamnfpye. Q.-You say ''the net profit to the cultivator is Rs. 38 per 

acre; the water rate is Rs. 5 ". But if his profit without water would be, 
say Rs. 36, why should he take the water by paying Rs. 5? 

A.-But it would· not be so much without water. The difference will be 
much more, though I cannot give you the actual figures now. 

Q.-"'hat is the average profit spread over a period of ten years? 
A.-I cannot say that; that is more for the Collector to say .. 
Q.-When you propose these rates, that should obviously be the hasisP 
A.-Yes; we get our figures from the Collector. He would be able to give 

us the figures. We are only concerned with the profits that are made on the 
irrigated areas at p1·esent. 

Q.-You take the average for ten years? 
A.-Yes. What we try to do is to find out what it costs the cultivator to get 

his crop and what he pays for the land rent and we take the average. I have 
given the rent in my example as Rs. 7. We arrive at his profit in the way 
I have men~ioned and we take a certain percentage on his profit. 

Q.-You give us an estimate of the cost of cultivation and the very first 
item you mention is " cost of rent per acre ". Now suppose you charge a 
higher rate for water. Would the tendency be for a lowering of this rent? 

A:.-1 do not know. We have nothing to do with rents. 
Q.-Is the excess profit made on account of the low rates directly pocketed 

by the landholder~ 

A.-If iite landholder consid~rs that the man is maki~g a bigger profit 
than what the hndholder considers should be got, he will raise the rent 
within his limiLs. 
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(,_!.-You ha;e put in eight items to show all the charges incurred bv the­
cultivator. Do you include in it the expenses of living of his family? ' 

A.-Yes, certainly these are just the average figures. Supervision charge-
is allowed for the man who cultivates. 

·Q.-Does it include the reasonable cost of living of the tenant? 
A.-Yes. 

Si1· Percy Thompson. Q.-Do >ou mean :I'OU have included the expenaes. 
of keeping up a family in the figure of Rs. SS per acre? 

A.-We cannot take into account the expenses of the familv. These are 
bas~ ~ore or ~es~ on ~he cost of the people who are occ;,pied in the 
cult1vatron. It lS rmposs1ble to base any system on the cost of feeding all 
the dependent" of a particular cultivator. 

Q.-Does it include cost of feeding the family? 
A.-It does. By family I mean a ;ery small family, chiefly the persoUE 

concerned in looking after the field. 
Dr. Paranjpye. Q.-How many acres would an average culth·ator 

cultivate? 

A.-It is rather difficult t{) say. I have not studied the question. 
Q.-What is the a;erage size of a holding which a tenant can culti\·ate? 

.A.-It is anything from a bigha to 30 bighas. 
Q.-He could himself look after the holding onlv hiring labourers on 

exceptional occasions. • 
A.-I am not prepared to gi;e an answer to that. I must admit I have 

never gone int{) the question. I would not commit myself to any answer. 

Q.-A.ecording to your rate; if a man js culti;ating ten acres, then it would 
mean it would cost him Rs. 380 including expenses for the family. If the 
average holding were to be two acres, then it would mean according to your 
rates that the cost of cultivation would be Rs. 54 including family expenses. 

A.-I do not profess to be absolutely accurate. 

Q.-Just let me know your impression as to what is the m·erage holding 
which would reasonably be cultivated by a tenant. 

A.-I cannot reply to that because I have never gon.e into that question, 
and I would not agree to commit myself. But any Collector can answer that 
question because they come in contact with the revenue side of the subject. 
I am concerned only with the supply of water and the preparation of the bills 
for water taken. 

Q.-When a tenant asks you for water, he specifies the number of acres? 
A.-It varies from one bigha to 10 or 15 bighas. He may have brothers to 

help him and he may not entirely be doing the work himself. 
Q.-One bigha is how many acres? 
A.-Five-eighths of an acre. 
Sir Percy Thompson. Q.-I am not quite sure that the cost of maintena:;~e 

of the family is included in the charges. 
A.-I would change my ;iew abo-ut that. W'e base that on the cost of 

superintendence. We calculate the number of men that are engaged in 
work or the number of men employed, and accordingly allow that as the 
cost of maintenance. As for the family I would rather omit them alt{)gether. 

The President. Q.-In the case of irrigation enterpri>es, should one canal 
pay for the one that is working at a loss? 

A.-Each canal pays its own way. In some canal> we don't e11:pect to make 
any profit in general it is expected t{) pay 5 per cent. We do not expect 
to have a;,y loss from new works. Each canal is distinctly separate. 

Q.-You do not think that profits made out of irrigation should go to the 
extension of irrigation? 
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A.-It is a business concern up to a certain point. If you were to run it 
:as a business, you could charge more. But at the same time we have to 
•consider the condition of the cultivators. We do not want to harass them 
.too much and grind them too much. While taking a small profit, we take care 
-to see that the cultivator's capacity to pay is not exceeded. 

Q.-If you ran it as a business concern without raising the rates to the 
.extent· beyond which the cultivators would refuse to take water, can you 
extend irrigation? 

A .-The extension of .irrigation is entirely governed by •he amount of 
water that we get at the· head works .. 

Q.-There are some schemes that are held over for want of money. 
A .-There are schemes here and there. But I do not think it is possible 

to extend the irrigation system greatly. 
Q.-Is not the general tax-payer paying for the benefit of others because 

-the whole thing is worked at a loss? · 
A.-I will not go so far as that. ·The system is not run at a lo~e 

'Sone canals are paying their way. 
Q.-You mu;t include the interest charges? 
A.-Y;:--------- . 

Q.-~posing all the canals are working at a loss, the general tax-payer is 
paying and not getting any benefit? 

A.-Such a question has never arisen so far as I know. The question of 
land revenue will then come m·. 

Q.-Your land revenue is fixed? 
A.-Yes. 
Q.-You supply water at a loss at the cost of the general tax-payer. 
A.-Yes; at the same time some canals are protective works. If i:r:. a 

particular locality there were to be no canals, you might get a bad famine. In 
'Such cases, the State will have to pay very heavily. This will counterbalance 
it. 

Q.-Tiie main works are the Sone canals? 
A.-Yes. 
Q.-The Sone canals are just paying their way? 
A.-Yes. 
Q.-Aie the Orissa canals paying as navigation canals? 
A.-I have never been to Orissa. As far as I know there is one canal which 

is navigable. Others are for navigation and irrigation. The canals intended 
'solely for irrigation are very few. 

Q.-Does navigation pay its way? 
A.-They expected far more than has been realised. It is a pity that the 

canals were designed for irrigation and navigation, because it is not at all a 
.good system. It is wasteful from the irrigation point of view. If it was 
purely irrigation, then !t wo~ld irrigate a far greater area. 

Q.-The Tribeni canal is a losing concern? 
A.-Yes. It is purely a protective work against famine. It was never 

intended to be a productive work. 
Q.-Is there nny chance of its being made productive? 
A.-No chance for a great many years. 
Q.-8ir Hugh McPherson in a debate stated that it is the contention of 

Government that there should be a profit to cover at least the interest on the 
capital. 

A.-That is what we try to aim at. 
Q.-You don't take the view that you have simply to pay the capital cost. 
A.-No; in all new schemes we must show a profit, except in the case of a 

canal which is designed purely as a protective work. 
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Q.-Is the position of the cultivator considered? 
, A.-:-We are concerned. with the person who actually pnys the wnter rnte. 

Sometimes ~he landlord IS the cultivator himself. Ordinarily, I am not in 
sympathy with the landlord because th~ landlords are inclined to take too much 
from the tenants. 

Q.-The landlord may get much unearned increment which cannot come 
to you. 

A.-Yes. 
Q.-You have not tried to find a way to get it?. 
A.-No. 

Sir Percy Thompson. Q.-In the Sone canal you supply wnter by volume? 
A.-Only for filling tanks for domestic purposes. 
Dr. Para11iPY'-· (/.-In one place it was represented to us that the charges 

l.)r canal water could be settled by finding out the cost of raising water 
from wells. Is there any such practice in Bihar? 

A. I suppose there is, but I have never considered that question. 

Mr. M. G. HALLETT, I.C.S., District Magistrat ~ and Collector, Gaya, 
was next examined. 

Written memorand1tm of Mr. Hallett. 

1. Before proceeding to answer the specific questions put by the Committee 
it is desirable to give a short account of the system of local taxation in force 
in the province of Bihar and Orissa with special reference in the case of 
municipal taxation to the prO\·isions of the Municipal Acts now nnd pre­
Tiously in force. 

2. The income of District Boards which are responsible for the adminis­
tration of rural areas is derived almost entirely from a cess on the annual 
value of lands; without going into unnecessary detail it is sufficient for 
present purposes- to say that each cultivating raiyat pays to the landlords one 
anna per rupee of the rent payable by him, the landlord pays to Government 
one anna in the rupee less one anna for every rupee payable by him to 
Government as revenue. In all districts in this prO\·ince the rate is 
levied at the full rate. Apart from this, the only form of taxation which a 
District Board can impose ie a toll on bridges; the provisions of the Local 
Self-Government Act do not permit the imposition of a toll on roads. Union 
Committees, which are established principally with a view to improving the 
sanitary conditions of the larger villages and bazars and which are subordi· 
nate to District Boards, can impose a personal tax, the maximum of which is 
Rs. 60 per year, while the Village Administration Act passed in 1922 contem­
plates the formation of similar bodies in purely rural areas and empowers 
them to impose a similar tax. The income derived from these sources being 
entirely inadequate for the duties imposed on the Boards, it has been supple­
mented principally by means of grants earmarked for particular purposes, 
e.a., for the construction of particular roads and bridges, but more usually 
for the development of primary education and medical relief. In recent years 
these grants, to meet recurring expenditure, have been distributed roughly 
in proportion to the population of the district and the amount of the cess 
income per head of population, i.e., according to the needs and resources of the 
Board. Similarly Union Committees depend largely on grants received from 
District Boards and in no case that I know of is the income derived from 
taxation sufficient to enable the committee to carry out its duties even on the 
most modest scale. Union Boards constituted under the Village Administra­
tion Act are only just coming into existence but it is to be noted that during 
the discussion of the Bill in the provincial council, the limits of the personal 
tax were considerably reduced and it was also made compulsory for a District 
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Board to make a grant to the Union Board equal to the amount rais~d ?Y 
taxation. l<'ortunntely during the last ten or fifteen years, the Pr_ovmcial 
Government has been in a position to make liberal grants to-local bodies; and 
hence the problem of supplementing the resources of the boards by means of 
taxation has not come prom.inently forward. 

3. Municipal taxation stands in a different footing and it may no~ _be 
out of place to trace briefly its development. In the early days of the Bntish 
rule town duties which were of the nature of an octroi and which had been a 
source of reven~e before the da~·s of the British rule, were re-imposed by 
Regulation X of 1810, but this tax supplemented by a tax on the rental ~alue 
of the house and shops imposed by Regulation X of 1810 was not appropriated 
to local needs but was credited to the general revenues. A few years later a 
tax on persons assessed by a panchayat was imposed to meet the cost. of 
chaukidars in some of the larger towns and by Act XV of 1837 some portion 
of this tax could be spent on the municipal functions in cleaning and repair­
ing the towns in which the tax was levied. Of these three taxes, the tax on 
rental value of houses and the tax on persons have been reproduced as alter­
native methods of municipal taxation and still from the chief source of 
income of the municipalities of Bengal and Bihar and Orissa. The octroi 
has not found a place in the Acts in force previous to the passing of the 
Bihar and Orissa Municipal Act, 1923, which empowers a municipality to 
impose any of the taxes detailed in Schedule II of the Schedule Taxes Rules. 
Act X of 1842 definitely introduced the system of making a tax on the annual 
value of holdings, the principal source of municipal income, therein follow­
ing the English precedent, it also first gave powers to impose a tax on luxuries 
such as elephants, c>trriages, carts and horses. In addition to these taxes 
the present Act following the provisions of the Bengal Municipal Act of 1881 
enables a municipality to impose additional taxes on the annual value of 
holdings, to meet expenditure incurred on special objects such as the cleaning 
of private latrines. the provision of a piped water-supply and street lighting 
by gas or electricity. Of these the first, the latrine tax, is in force in most 
towns of the province, the second, the water tax, is in force in some five or 
six of the larger towns which have been helped by grants from Government. 
or donation from private individuals to ;install a piped water system, while 
the third, the lighting tax, has not yet been impos'ed in this province. Like 
the holding tax the rate of these latrine and water taxes is limited to 7t per 
cent. of the annual value of the holdings, while the lighting tax is limited 
to 3 per cent. If therefore all these taxes were in force, and the need for 
funds justified the imposition at the full rate, the total tax would be 25 per 
cent. of the annual value of holdings. The remaining taxes, e.a., on dogs, are 
of little importance from the point of view of income; this tax and the license 
fee on offensive and dangerous trades are intended primarily to enable the 
Municipality to control these trades or to take steps to prevent rabies. In 
any case they do not make any marked addition to the municipal income. 
Similarly the fees on vehicles plying for hire are intended mainly as a measure 
of control, though under present conditions with the large increase in the 
~u~ber of mo~or ve~icles _plyh~g for hire, they may be used as a method of 
mchrect taxatwn winch will br111g some appreciable addition to the exiguous 
income 'Jt rmmicipalities. 

~!. 1m.-·J. The list of taxes included in Schedule II of the Sch~duled 
T:1xe~ Rules appears to ghe local bodies sufficient scope in the matter of· 
taxatw<. Some of the taxes proposed are entirely unsuitable to the !o,•al 
conditions in the municipalities of this province, c.a., a tax on meniah aJl(l 
dome,tic seiTants, while if I am correct in the interpretation of these rules 
t!1ere is one imp~rtant ~espect in w~ich the~e rules re9uire modification: 
1 hough. an octroi IS pen!utte~, a termma) tax IS ~nly leviable on goods im­
ported mto a local area 111 winch an octroi was levied on or before July 6th 
1917, ~ terminal tax . by which presumably is meant a tax levied only o~ 
goods Imported by ~ml a!1d n'?t on !foods imported by road or river would 
therefore not be levtable 111 this prov111ce. In my opinion such a tax would 
be a Yery suita hie form of indire~t taxation in many towps of this province. 
Though I haye no personal expertence of the octroi system, it is op.en to the 
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objections mentioned in the quotation g.iven in question No. 109; collection is. 
difficult and may lead to extortion and other abuses. On the other hand, a 
tax levied on articles imported J,y rail is easy to collect, and if levied on luxu-­
ries or semi-luxuries such as kerosene oil and cloth and not on articles of 
food, ii is not open to the objection that its incidence is heaviest on the poor. 
It docs not appear to me to be impossible to devise a graded scale whereby 
the tax will fall principally on the consumers who are most capable of paying 
and as I ha..-e pointed out in reply to question No. 106, the criteria to be· 
applied in the case of local"taxes in this province must for some time to come 
be ability to pay, not benefits received. It may be argued that a terminal tax 
on semi-luxuries such as kerosine oil and cloth if imposed by a municipality 
would be paid in the end by consumers not resident in the municipal area. 
This is to some extent valid, but. the efficient administration of municipalities 
especially those at district headquarters, benefits a much larger circle than 
those resident within municipal limits; for instance, statistics will show that. 
a large and efficient hospital at a district headquarters treats a far larger 
number of patients from rural than urban areas, while in the special case of 
centres of pilgrimage such as Gaya, there is every reason why temporary 
vi~itors should pay for a high standard of municipal administration. In­
direct taxation is undoubtedly more popular in India than direct taxation 
and is in many respects more suitable and I am strongly of opinion that 
though some form of direct taxation, e.g., a tax on holdings must form the­
nucleus of municipal income, yet it must he supplemented by some indirect 
taxation such as a terminal tax or failing that an octroi-without the supple-­
ment, the income obtained will never he sufficient to enable municipal ad-­
ministration to he carried out even with a moderate degree of efficiency. I 
have given in reply to question No. 113 my reason for holding that a tax on the 
land values cannot be indefinitely increased. I see no reason why a terminal 
tax should not also he used to supplement the income of District Boards and 
other bodies responsible for the administration of rural areas. It would. 
appear perfectly justifiable to impose a tax on goods arriving at a station 
serving a large number of markets in a rural area. 

Q. 108.--5. (a) The cess on land which provides the income of District 
Boards iH in my opinion entirely satisfactory from the economic point of· 
view. Being levied on the annual value of land, which is calculated by 
reference to the rent paid by the actual cultivator of the land, the amount. 
of the cess is in proportion to the ability of the cess-payer to pay. It may 
not, however, be out of place to notice that in the district of Gaya, the rate of 
cess per acre of cultivated land is considerahly higher than in other districts, 
owing to the fad that rents, especially those payable in kind, are high. This. 
might he put forward as an argument in favour of assessing the cess on an 
acreage basis instead of a rental basis, but as even in Gaya the incidence of· 
cess at the present rates is by no means severe, there appears no reason for 
modifying the present system or adopting a system of assessment which would 
be much more complex and would involve an elaborate calculation of land 
values. Under the present system of land revenue, the collection of cess is. 
also easy and generally this form of taxation may be said to distribute the­
burden equitably, to be easily assessed and to he easily collected. It thus 
satisfies three of the canons of good taxation. 

(b) I have no personal knowledge either of the octroi or terminal tax on 
goods. There is however in force at Gaya a terminal tax on all passengers by 
rail arriving at or departing from Gaya station, the proceeds of which are 
intended to be devoted to the improvement of the accommodation provided 
for pilgrims. This is a simple form of indirect taxation which has much. to­
commend it. This incidence is hardly felt; it is collected without any diffi­
culty by the railway companies and it yields a substantial income. 

(c) The main source of municipal income, the tax on the annual value of 
holdings is by no means so satisfactory as the cess on land in rural areas. 
Though I do not howe,·er recommend its discontinuanc.; for _the re~sons wh~ch· 
I have given in rep!" to question No. 113, I do not cons1der 1t poss1hle to rll.Jse 
the rate of tax to ,;n extent sufficient to give municipalities an income suffi-­
cient for their duties. It would be quite impossible in India to have a rate· 
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-exceeding 20s. in the £, yet unless the income of m~nicipalit~es is increased, 
;their administration will never be satisfactory. It IS for this reason that I 
have suggested that keeping the tax on holdings as a nucleus, the terminal 
tax should be used to supplement the income. 

· 6. My reasons for considering the tax on holdings to be unsatisfactory in 
India or at least in the towns of the province are as follows :-The annual 
value of a holding is calculated with reference to the annual rent or the: c<?st 
.of construction of the building and the ground rent. In most provinCial 
towns the number of houses and shops let on rent is considerably lower than 
in English towns and this fact makes the task of valuation more difficult. The 
following quotation from· Public Finance by M. E. Robinson sh?ws on? o~­
jection to a tax on holdings even in England. " Nor of com·se IS one jUSti­
fied in assuming that the annual value of their fixed property is an index of 
.the ability of the tax-payers to contribute to the rates. It is probably broad­
ly true that a man occupying a large house js usually better off than a man 
occupying a smaller house but he·may be compelled to occupy the larger house 
.because of a large family and there is certainly no reason to think that ta;x:­
paying ability varies according to the rent paid. The most that can be said 
'for the system on the grounds of enquiry is that it affords some rough com­
promise between the two ideas of paying according to benefits received ( occu­
-piers probably deriving benefit from local expenditure) and paying according 
"to the tax-paying ability (the heaviest payment probably falls on the wealth­
iest)." In India the inequity of the tax is even more marked. All I have 
Baid above in the case of municipal taxes the criteria should be rather ability 
to pay than benefit received. Cases are not uncommon in which an impover­
ished family live in' a large house and with difficulty pay the tax assessed; 
-on the other hand a shop keeper owning or occupying a small shop is far 
wealthier than the owners of many }arge houses. 

7. In view of this inequity it is not desirable to levy the tax at a very 
'high rate. Again a tax on land value is suitable for towns in which land 
-values are on the increase owing to the demand for land for residences, 
factories, shops, etc. Such a demand exists if there are flourishing indus­
tries which attract population to the town, and when there is a rapid increase 
in land values, the local authority can equitably take a large share of the 
increase and thereby secure an adequate income. But the towns of Bihar 
.and Orissa have no ind111ltries, the population is not on the increase and there 
is little or no demand for land. A tax on holdings though suitable in English 
towns or in Calcutta or Bombay is thus unsuitable to the conditions of de­
cadent towns of which there are many in this province. 

Qs. 109 and 110.-8. I have no personal experience of the octroi or ter­
minal tax but as I said in answer to question No. 107 the terminal tax if levied 
'Principally on luxuries or semi-luxuries is very suitable to Indian·conditions. 
[ surmise that the chief reason for the retention of the octroi is to be found 
in the fact that the difficulties of imposing an equitable direct tax are far 
_greater in India than in western countries and Indians generally prefer an 
jndirect tax to a direct tax. 

Q. 111.-9. Tolls should not be generally maintained in India, and should 
-on~y. be ~llowed in a few except~onal cases. My chief reason for holding the 
opmwn IS t~at. the roads and bridges on which toll gates would be established 
would be prmmpally used by people who have already directly contributed to 
the cost of their construction by payment of road cess on land. It is aiso 
p_articular ly difficult in India to prevent extortion and other corrupt prac­
"tiCes by the farmers of the tolls and the imposition of toll undoubtedly caUlles 
a good deal of hardship to the people living in the vicinity of the toll gate 
·especially in distant rural areas, while if it imposed on roads on which th~ 
traffic is heavy, it may tend to decrease the traffic and so hinder the develop­
ment of trade. 

Q. 112.-li::J. Tne question whether the cess on land should be levied in 
whole or in part from the owners trenches on the difficult question of the 
Permane_nt S~ttlement, in th1s ~art of India. The present system whereby 
-the cess IS paid half by the occupier and half by the owner is suitable as long 
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as the cess is levied at a low rate; it is possible that iF the rate of the cess 
were increased, the present distribution might throw too heavy a burden on 
the landlords. 

11. In the case of the house tax, as a large number of holdings in Indian 
towns are occupied by the owners, the question of who pa~·s the tax does not 
arise to a very marked extent. In the case of rented holdings, the 1\lunici­
pal Act (section 100) provides for the payment of the tax on holdings by the 
owners, and the latrine tax by the occupier. Of the water tax, lth is prryabl<l 
by the owners and ~ths by the occupiers, while the lighting tax is prrid wholly 
by the owners. This provision has been made so as to make the tax propor­
tionate to the benefit received. In many cases the holcling tax is paid by the 
occupier, by contract with the owner. 

Q. 118.-12. In connection with this question it must be noted in the first 
place that the first Council under the Reforms Scheme in this province showed 
a marked reluctance to remove the limitations which are at present in force 
in regard to the land cess, which is the chief source of inrome of District 
Boards, and the tax on the annual value of holdings which is the principal 
source of income of municipalities. Though many demands were put forward 
for increased funds to be made available for the development of education 
and medical relief, yet as far as J recollect no member ever put forward any 
suggestion that these funds should be obtained hy means of additional taxes 
or that local bodies should be empowered to add to their resources by enhanc­
ing the rat(\~ of the present taxes. 'fhe Council was generally of opinion that 
additional funds could be made available by retrenchment; and when it was 
made clear that such measures of retrenchment as were practicable would not 
be sufficient to place the finances of the province on a satisfactory basis, they 
only agreed to a modest increase in indirect taxation hy means of an increase 
ir, court-fees, stamp duties and registration fees. The opinion of the new 
Couricil in this province on the subject of taxation was probably similar to 
that expressed in other provinces and it goes to show that there js among 
the elected representatives of the people a strong feeling against any increas<l 
in direct taxation. Jn the Bihar and Orissa Council this feeling was also 
manifested in the discussions of two bills for the improvement of Local Self­
Go,·ernment. In the Bihar and Orissa Municipal Bill as introduced in the 
Council, it was not proposed to remove the former limitation on the tax on 
the annual value of holdings (viz., 7t per cent) but even a modest proposal 
aimed a~ inrrea~ing the funds of a municipality available for general pur­
posPs was rejec,ted; this proposal was merely that the latrine tax which under 
the tormer Act was limited to 7! per cent of the annual value of holdings 
but which was seldom levied at the full rate, because the proceeds of the tax 
could only he devoted to meeting expenditure incurred on cleaning private 
latrines should be converted into a general conservancy tax, the proceeds of 
which should be expended on all forms of municipal conservancy which had 
formerly to be met from the general fund and from the proceeds of the tax 
on holdings. Again in the discussions on the Village Administration Dill, 
which aimed at setting up small '·illage bodies with powers and funds to im­
prove local conditions, the modest taxation proposals were severely criticised 
and would probably have been rejected entirely, if a clause had not been 
inserted making it compulsory for District Boards, under whom these village 
bodies were to work, to make grants equal to the amount raised locally by 
taxation. 

13. I have ventured to quote these facts which came within my own 
experience as a member of the Bihar and Orissa Council from 1921 to 1923 
and as a member of the Select Committee which dealt with these Bills, for in 
any discussion on questions of taxation this point of view of educated Indians 
must he recognised. E'·en though a removal of the present limits or the 
rates of local taxes were abundantly justified, there is very little douht that 
not only would any such proposal meet with strong opposition in the provin­
cial Council, but also local bodies would be very reluctant to make use of any 
powers of enhancing taxation, having been encouraged by the policy of 
Gm·ernment and the liberal distribution of grants to he spending rather 
than taxing authorities. There is a marked difference between the financial 



operations of local bodies in India ~rrd Englana;: in· Engl~n.d'tlie loc~l bodi~s:• 
raise their rates till they obtain an mcome adequate for tiieir needs; m Indutt 
local bodies curtail their expenditure till it balances their present income; 
they then look to a paternal Government wli.fcli· they· assume has an inex-. 
haustible purse ~o come to their ai~ ~vith liberal grants.. Thus the _first· 
reason against removing the pres~nt h!fi~ts of the cesses and land ta;<es 1s ~o 
be found in the fact that public opmwn would be strongly agamst th1s 
increase -of direct taxation. The reason may not be a good reason, nor a 
reason to be considered if taxation is being examined' from tlie theoreticall 
and economic point of view, but it is important fi:om the·poii:J.ttof view of the' 
practical politician. 

14. In the case of the cess on land, a further difficulty in the way of re­
moving the limit is to be found jn the fact that any such proposal in this 
province if it involved additional taxation on the land-owners would be 
opposed on the ground that it infringed t!w permanent settlement. On the· 
other hand, it would be hardly equitable to place the whole burden on the 
tenants. A part from the existence of this opinion there js no reason why the· 
cess on land should not be raised, for as I have shO\vn above, the cess satisfies 
the canons of good taxation. 

15. The limits of the municipal tax on holdings cannot be raised to any 
marked extent; I am very doubtful whether the tax should be raised above 
the present limit of 7! per cent on the annual value, for as I have pointed 
out in answer to question 108, the tax is not equitable in its incidence. 
_ 16. The existence of these limitations certainly does not have the effect off 
compelling local bodies to other less defensible forms of taxation; it mer_ely has 
the effec\. of making their administration inefficient. 

Q. 11!,.-1.7. Under the Bihar and Orissa Municipal Act 1923 (section 84) 
where the agg>'lgate annual value of all the holdings held by any one owner 
does not exceed dx rupees, the tax is not imposed on any of the holdi1igs .. 
This exemption is as far as I am aware suitable. In actual practice also• 
the tax is not infreqn~ntly remitted in cases of excessive poverty. 

Q. 115.-18. As land within the municipal limits in this province has little'· 
or no undeveloped value, this question does not m·ise. 

Q. 116.-19. I have no experience of the taxes mentioned, but there is' 
one point of some importance which arises in this connection in regard to the• 
taxation suitable for rural areas administered by District Boards. It is'· 
sometimes urged that the whole of the income of District Boards is derived' 
from t.he cultivating or land-owning classes, and that the commercial and • 
trading classes do not contribute towards the income of local bodies, though· 
they are both able to pay and benefit by improved administration. There is· 
considerable force in this cont<:'ntion, but it is difficult to suggest a. remedy;. 
An indirect tax ou goods imported into the area. would fall on· the consumer 
not on the trade; a tax on holdings in baza.rs and villages would be difficult 
of asssessment and difficult to collect; it also would not. result in the trading 
class paying according to their .ability. The only possible tax would, there­
fore, be a. personal tax or form of income-tax, appropriated to local bodies· 
traders and others might pay an additional anna or so in the rupee as a local' 
income-tax in addition to the ordimiry income-tax. 

Mr. Hallett gave oral evidence as follows.:-_ 

Dr. Paranjpye. Q.-I would like to know something from you about the· 
cost of cultivation. l\Ir. Saunders just spoke to us about the cost of cultiva­
tion and showed us eight items of expenditure of the cultivator: cost of rent .. 
cost of seed, cost of ploughing, cost of sowing, transplanting, weeding cutting. 
and other miscellaneous charges. I asked him if that included th~ cost of· 
maintenance of the family. He first said it did and then· that it did not. 
To decide that point it is necessary to know what the average holding of w. 
tenant is. 
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A.-I have got the settlement report of the Gnya district in my hand. 

3'6 acres is the average size of a holding for the whole district. In this 
particular canal irrigat-ed area, it is probably slightly higher; say four to five 
acres. 

Q.-According to Mr. Saunders the cost of cultivation per acre is Rs. 27. 
How much would you allow for the first seven items he has mentioned? 

A.-I am afraid I do not know exactly what the cost of cultivation would be. 
But I am inclined to think that the estimate is a bit on the low side. In 
calculating the cost of cultivation whether hired labour is employed or the 
members of the household attend to the work, the money value of either should 
be taken into consideration. 

Q.-That household has to be fed and maintained? 
A.-Yes. 
Sir Percy Thompson. Q.-Let us take the case of a holding of one acre. 

You would not charge the maintenance of the whole family on that. 
A.-The holding would be inadequate for the family which would have to 

be supported from some other source also. You will have to calculate the 
amount of labour necessary for the cultivation of the one acre. 

Dr. Paranjpye. Q.-That is why I wanted to know the average holding. I 
wanted to take an average family's work and the amount that could be allow­
ed for cost of maintenance of that family. 

A.-As far as my experience of this district goes, i.e., during the last four 
months, that part of the district where they have canal irrigation is consider­
ably better off than those parts where there is no'canal irrigation, although the 
rents are higher there than in other parts of the district, and although they 
have to pay canal rate. 

Q.--Supposing yon increase the water-rate, would it to that extent diminish 
the profits? 

A.-Yes, consequently the tenant's ability to pay rent to the landlord would 
be reduced. 

Q.-1£ the rate were to be increased, will it have to be paid by the landlord 
or the tenant? 

A.-We must consider two different cases. We have produce rent and cash 
rent. In the case of the produce rent, the produce is divided equally, half 
and half, and the water-rate is also divided equally between the landlord and 
the tenant. When it is cash rent, the water-rate is paid by the tenant. So 
that if the water-rate was raised in the case of the cash rent, the profit of the 
tenant would be reduced, and the profit of the landlord would not be affected 
at all. 

Str Percy Thompson. Q.-1£ the water-rate is less than the real value of 
water, will not the landlord immediately put up the rent? 

A.-All these people have got occupancy rights and their rent cannot be 
easily raised. 

Q.-Occupancy rent is considerably lower than free rent? 
A.-I am not prepared to give a definite opinion on that. Rents in this 

particular area are rather high, and may be nearly as high as a free rent. 

Dr. Paranjpye. Q.-Is the landlord entitled to increase the rent in the case 
of the occupancy tenants? 

A.-No. It is only after the stipulated period is over that the landlord 
can increase the rent. Certain conditions also have to be fulfilled before the 
increase is made. 

Sir Percy Thompson. Q.-You say that the cultivating raiyat pays road 
cess to the landlord at one anna per rupee of the rent. The landlord pays to 
Government less than one anna per rupee. 

A.-There is a mistake there. It should be half an anna instead of one 
anna. 

Q.-Even then it is possible for the landlord to make a: profit out of the cess? 
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A . ....:.It may be. But I do not think that such a case ever happens. 

The President. Q.-C!J-n you tell us what the land revenue of Bihar is? 
A.-Not off-hand. About two crores. · 
Sir Percy Thompson. Q.-Is it. not wrong that the cess should be levied 

from the owner at all, it is the occupier who gets the benefit. 
A.-I personally see no objection to levying cess, if th;e rate is rai~ed, from 

the occupier who gets the main benefit, except that 1t 1s dtrectly oppos1te to the 
existing principle. The existi";g principle ~s h~lf and half between the l~nd­
lord and the tenant. By makmg the culttvatmg tenant wholly responstble, 
you are introducing a different principle. 

Q.-Is it not the same thing in the case of the house tax alsoP 
A.-In the majority of cases it is the occupier that pays. 
Q.-Is a record kept of all the rentals for the purpose of assessing cess P 

A.-The landlord files a statement of his rents and it is checked by the 
assessment authority, who is the Collector. All the cash t·ents are recorded, 
of course, in the settlement record of rights, so that it is an easy matter to 
ascertain what the cash rents are by reference to that record. 

The President. Q.-Is that· kept up-to-date? 
A.-No. The theory is that it was to be revised after the period of 15 or 20 

years, but the Council has refused funds for the revision operations. 
Dr. Paranipye. Q.-What happens in the case of sub-infeudation? 
A.-I cannot give you a detailed answer without referring to the Cess 

1\Ianual. 
The President. Q.-These rents are settled by the Settlement Officer? 
A.-Yes. They are generally recorded by the Settlement Officer under the 

Tenancy Act. · 
Q.-The landlord has power to alter the rents so settled? 
A.-He can bring a suit in a court for enhancement of rent under certain 

conditions and after a certain period. 
Q.-He cannot alter the rent without a suit? 

A.-He can also enhance on contract; but subject to certain limitations 
as to time and amount. 

Q.-So that the assessment may be made on a rental which is considerably 
less than the actual? 

A.-In that case an enquiry will be made to ascertain whether any large 
increase had been made. If the settlement record is an old one, you would 
certainly take steps to ascertain whether the rental in the settlement record 
"·as correct at the time the valuation was made. 

Q .-Could we take the present collection of cess as giving us a proper i"ndex 
to the total rental of the province? Is it sufficiently accurate P 

A.-I think you could. But I am not prepared to be very definite on the 
point. 

Q.-I suppose the cess does not include the landlord's other income. 

A .-The cess is assessed on the sairat income over and above the rented 
area. 

Q.-In the case of the Village Administration Act I see you say that th~ 
limits of the personal tax were considerably reduced, and that it was prescribed 
that the District Board should make grants to the Union equal to the amount 
raised by taxation. Is not that likely to be very (lmbarrassing later on? 

A.-Extremely. 
Q.-The powers for taxation of a Union Board are very small? 

A.-Yes. I admit it_might become very et;nbarrassing if the cess was spent 
purely on the local sernces and was not a¥mlable for the general services of 
the district. 
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Q.-The distribution of the grants is according to the population nnd the 
ccess income per head of population. Surely the more sparselY populated the 
district is, the more difficult it is to keep up the roads. · 

A.-This particular system is only in regard to grants for education and 
medical relief. It is not with reference to construction of roads. The poorer 
·the District Boards, the larger the grants given. 

Q.-You say that Government has been in a position to make liberal grants 
·to local bodies and hence the problem of supplementing_ the resources of thc­
.boards by means of taxation has not come forward prominent!~·. 

A.-Yes, we have been well off for the last few years. 
Sir Percy Thompson. Q.-Does the tax on persons for chowkidnri purposes 

·work satisfactorily? 
A.-On the whole it can be said it works satisfactorily, though the richer 

_people do not pay proportionately and the maximum is ,·erv low. 
Q.-The chowkidari tax is really a pro\·incial assessment? 
A.-Yes, it is made by chowkidari panchayats who nre appointed by the 

:Sub-Divisional Officers or the District Magistrates, and they are responsible 
for the assessment and collection. 

Q.-They are r~sponsible to the provincial authority and not to the local 
.authority? 

A.-Yes. They are responsible to the District Magistrate. 
Q.-In the case of chowkidari tax, it does not come into the provincial ac­

•Counts at all? 
A.-No. 
Q.-What I ask you is that PrO\·incial Government has nothing to do with 

at? 
A.-It has nothing to do, except to see that it is realised and properly 

.distributed. 
Q.-The panchayat takes 10 per cent for the cost of collection. 
A.-Yes. · 
Q.-You advocate octroi as an additional source of municipal taxation? 

A.-As I have said, I have no sufficient personal knowledge of octroi to be 
~ble to give a definite opinion. What I find is that it is \'ery difficult to ~et 
,a municipality to impose a direct tax. On the other hand, it might agree to 
the imposition of octroi. My point is that they want more income, but that 
they find that public opinion is against their imposing sufficient direct taxa­
ltion though they are entitled to levy such a tax by law. Thus they should 
.resort to the imposition of octroi or some other form of indirect taxation. 

Q.-You don't agree that the house tax in India is a very satisfactory tax 
:because it to some extent, as in England, measures the ability to pay? 

A.-No, the house tax in India does not represent ability to pay and hence 
.it is more resented than an indirect tax. 

Q.-,Yhat is your view about octroi? Do you think it is a sound tax? 
A.-I have never had any opportunity of seeing the working of octroi 

.myself. I quite recognise all the difficulties of collection of octroi. For that 

.reason I said in my note that a tax on goods arriving by railway would be 
.easier to collect and would be preferable to octroi le,·ied on all goods coming 
in from the surrounding areas. 

Q.-How would you prevent the municipal boards from thus shifting the 
·burden of taxation on to the poor? 

A.-That, of course, would be difficult, but if the scale of oc~roi has to be 
.sanctioned by Government, that would be some safeguard. _I qmte agree that 
-there is the risk of their putting on the octroi and reducmg the house tax. 
·wnen I t:J.lked about the terminal tax, I had in mind a tax on articles such as 
ektl! 3nd tt!!'~ine oil. There is a tremendous amount of it tha.t <>.omu ill 
.through a big headquarters town. 
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The President. Q.-You say that in the district of Gaya the rate of cess on 
•1lultivated land is considerably higher than in other districts. Why is it so? 

A.-One reason is that cash rents are higher than in other districts, but 
·whether this is due to higher productivity of the land, I am unable to say. 
1lt is partly due to the very large percentage of the total area held on produce 
.rent. In calculating that a very high valuation was taken. 

Q.-Do you get sufficient return out of non-agricultural lands? For in-
' stance in Gaya, do not outsiders keep houses in Gaya, as they do in Be nares? · 

A.-No. 
Q.-The terminal tax on passengers is handed over to the board? 
A.-No. It is levied by a separate body called the Lodging-house Com-

_mittee. 
Q.-You cannot use the pilgrim tax for the general sanitation of the town? 
A.-No. The two bodies are different. 
Q.-You make an important point about tolls, your objection against this 

:is that it will have to be paid by the people who are already paying land 
:revenue and cess? 

A.-In the outlying areas that is exactly the position. 
Q.-Is the toll money earmarked? 
A.-It goes to the District Board. But you C!J.nnot recover more than the 

-.cost of the bridge, and when that is recovered, the toll must be discontinued. 
Q.--{)ould you tell us why the revenue from local rates have risen so enor­

mously within the last ten years? The revenue has risen from 23;1- lakhs to 
·. 76 Jakhs since 1912-13. 

A.-Originally the Public Works cess went to Government and only the road 
·cess went to the District Boards. 'fhe 23;1- lakhs presumably includes the road 
·cess only. 

Q.-In the colliery areas, is there any provision which requires that all the 
·cesses on coal mines should go to the benefit of the population of the local 

.. area? 
A.-That has always been a difficulty in Manbhum. The whole of the cesses 

on mines is realised in Dhanbad subdivision, but a certain amount of this 
· cess is spent on the rest of the district. It has always been a source of dispute 
.between the t'yo parts of the district. 

Q.-Is that the case with the Jharia Board of Health cess? 
A.-No, both the cess imposed by the Jharia Mines Board of Health and 

'that imposed by the Jharia Water Board are raised and spent locally in that 
. .area.. 

Q.-Do you know of the Bengal Retrenchment Committee's proposals? 
.4..-No. 
Q.-One main feature of their proposals was that since. local bodies haN 

power to increase the tax on land and Government have no such power, cer­
. tain functions should be transferred from Government to local bodies and 
. these should pay for them from the increased cess. 

A.-No such policy is adopted here. 
Q.-In answer to Question No. 115, you say that land within municip~l 

-limits in Bihar and Orissa has little or no undeveloped value. Has it no value 
cat all? 

A.-·waste Janel within a municipality has a very small value in this pro­
... vince. 

Si·r Percy Thompson. Q.-Take, for instance, land which has been agricul­
·tural and which is included in the municipal area. What happens to that? 

A.-In most municipalities it is assessed to a small hHlding tax. 
Q.-A piece of agricultural land, which is probably worth only one-fourth 

of the sum that it would be worth when a building is erl\decl· on it does not-
:Pay any more t.han hmil rev.,nua? · 

II 
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A.-No. 
Q.-The whole increment goes to the owner? 
A.-Yes. 
The President. Q.-In reply to question No. 116, you propose a personal 

tnx; would not this be in addition to the chowkidari tax? 
A.-I say that it might be levied in the form of a local income-tax which I 

understand is imposed in some cases in continental countries. 
Q.-Would not the simplest thing be to double the chowkidari tax? 

. A.-I want to get at the wealthiest of the trading classes who pay the 
mcome-tax. 

Q.-Would you like to have it assessed by the income-tax authorities? 
A.-Yes, that would simplify the question of assessment and collection. If 

once you put on a second chowkidnri tax, it would have to be collected bv the 
people and consequently it would be much more difficult to realize it. · 

Q.-Is there any difficulty in realizing the chowkidari tax? 
A.-There is not very -much difficulty at present, but there would be if :vou 

increased it. • 
Q.-Does the cultivator pay the chowb.-idari tax? 
A.-Every householder pays it. 
Q.-You say that a tax on holdings in bazars and villages would be diffi-· 

cult of assessment and difficult to collect. 
A.-Yes. 
Q.-Have you any public markets? 
A.-There are some in municipalities; there are no publicly-owned mar-

kets in mofussil Yillages. 
Q.-The landlords lery considerable taxation on them? 
A.-Yes. 
Q.-Have they any right to do that under the permanent settlement? 
A.-I cannot give a definite reply; Government themselves make a hand-

some profit out of markets in Government estates. 
Q.-In Madras, District Boards make a considerable income by building 

markets and lerying market fees. 
A.-That is, I believe, also the case in the United Provinces. It was con­

sidered desirable to give similar powers in the Village Administration Act 
which was passed last year, but unfortunately the proposal was not accepted 
by the Council. 

Q.-Is there anything in your Act which requires a license for a private· 
market? 

.4..-No. 
Q.-You cannot enforce a decent market administration? 
A.-You could possibly frame bye-laws under the Local Self-Government 

Act, but there is nothing very definite in the Act. 
Q.-In Madras, every pri,·ate market has to have a licea'e and unless it 

comes to a very high standard of administration, the license is refused. 

Prof. E. A. HORNE, M.A., Professor of Economics" Patna 
College, was next examined. 

Written memorandum of Prof. Horne. 

L 
Qs. 1--9. Incidence of taxatian.-(Per capita income; and distribution of 

income.) 
1. Two estimates of per capita. income have been made, which are not in­

cluded in Annexure B. The first is contained in an article contributed to the-
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.Journal of the Royal Statistical Society (June 1902) by :M:r. F. J. Atkinson. 
It is as follows :-

British India (excluding Upper Burma and Baluchistan)-

1875 . . Rs. 30·5 1895 . Rs. 39'5 

'fhe general opinion as expressed in the discussion which followed the read­
ing of the paper, was that Mr. Atki;nson had cert~inly ove~estimated India's 
'national income. The other is contamed in an artiCle contribut~cl by the pre­
·sent writer to the Bengal Economic Journal (January 1918), and IS as below:-

British India (excluding Burma). 

1891 . Rs. 28 1911 . Rs. 42. 

In terms of the general price level of 1921-22, the latter figure would be 
,about Rs. 77. 

2. Professor K. T. Shah's figure (Rs. 74 for 1921-22) is confessedly_incom­
plete, since he omits many important items of non-agricultural mcome. 
Taking the latter as 50 per cent of the total agricultural income, as estimated 
by Professor Shah, we should have a per capita income (for the whole of India) 
.of Rs. 100. Making this correction Professor Shah's estimate agrees fairly 
.closely with those framed by Mr. Shirras and Dr. Gilbert Slater (for the 
Madras Presidency only); but, in my opinion, all these estimates are vitiated, 

.as a money expression of India's national income, by the fact that th?.Y are 
based on wholesale (large centre) prices. These include wholesalers' profits 
and numerous other items, which either should not be counted at all (since only 
a fraction of India's agricultural produce comes into the market), or else are 

.counted twice over. Their estimates, I consider, are subject, on this account, 
to a reduction of from 10 to 15 per cent. Further, the estimate framed by 
Mr. Shirra.s appears to me to exaggerate certain items. For example, the 
national milk supply is estimated at no less than one maund per head per 

·annum, and is valued at 4 seers (or less) to the rupee, giving a per capita income 
for t;J.is one item alone of over Rs. 10; and to this is added straw and fodder 
worth close upon Rs. 5 to Rs. 6 per head. Again, when It is remembered that 
the bulk of the population returned at the Census under " Industry" consists 
-of village artisans and craftsmen, tlie average annual earnings of this class 
would appear to have been greatly over estimated. 

3. For measuring the growth of India's national income, and hence the 
growth in the taxable capacity of her population as a whole, the value of such 
estimates is great; and it is greatly to be desired that more suitable mnterials 

·should be made available for the purpose. A thorough and systematic overhaul­
ing of India's agricultural statistics should give us the materials for a sufficient­
ly I'eliable estimate of the national income from agriculture, which makes up 
;roughly two-thirds of the whole. A periodic census of production, limited to 
inspected mines and factories, would be a compai·atively inexpensive matter, 
and should yield most valuable additional material. 

4. Of far greater importance, however, so far as the incidence of taxal;ion 
.on different classes of the population is concerned, is more accurate knowledge 
.of the way in which India's national income is distributed. The material evail­
.able for any classification of incomes is, at present, of the scantiest. Indeed 
,practically all we know with any certainty is that there is a low general averag~ 
:for the masses of the population, and that the comparatively well-to-do and 
richer classes form a very small minority. What is wanted here is an extensive 
economic enquiry extending to all parts of India. The population would be 
divided into well-defined economic classes; and the aim of the enquiry would be 
to enable us to estimate their relative numerical importance, and by taking a 
sufficient " sample " of each to judge of its relative economic condition. Atkin­
son and Shah attempt to give some indication of how the national income is 
distributed. According to the former, the "richer" classes in 1895 numbered 
2·4 per cent of the population with an average income of Rs. 206. According 
to the latter, the "richer" !'lasses in 1921-22 numbered 7 per cent with an 
.average income of Rs. 39.€i. 

B2 
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5. In what follows, I wish to show the cardinal importance of some reliable· 
cl<lssijication of incoines, if we are to be in a position to say whether the burden 
of taxation (in terms of the actual sacrifice required) is fairly distributed or not. 
I do not claim for the figures, which I use to illustrate my point, thnt they· 
are anything more than intelligent guess work. Let us assume that (1) the 
"richer" classes number 12! millions (i.e., 5 per cent of the total popula­
tion of British India), and enjoy an average income (1921-22) of Rs. 400, making 
a total of Rs. 500 crores in all; (2) the " poorer" classes number 23H 
millions, and enjoy an average income of Rs. 70, making a total of Rs. 1 662.' 
crores in all; (3) the population, as a whole, ha,•e an aggregate incom~ of 
Rs. 2,162 crores, or Rs. 86-8 per head. Then let us distribute the central and 
provincial taxes for 1921-22 (omitting tributes, revenue from export opium, 
and revenue from export duties) as follows:-

Land Revenue (50 per cent) 
Income-tax (alii 
Customs (including cotton excise) 
Excise ( 10 per cent) 
Salt (10 rer cent) 
Stamps (50 per cent) 
Registration (20 por cent) 

Paid by the 
"richer'' classe3. 

Rs. 
Cror s. 

17,4 
2;>, 1 

1n,s 
1,7 

G 
5,6 

2 

61,4 

Paid by the 
"poorer " classesr 

Rs. 
Crores. 
17,4 

20,0 
15,6 
5,8 
5,6 

9 

65,3 

The burden of taxation falling on the " poorer " classes, on the basis of the· 
above figures, was accordingly Rs. 2-12 per head. Now, if we further suppose· 
that the taxable margin for this class is Rs. 10, as compared with an average· 
taxable margin for the more well-to-do classes of, let us say, Rs. 300, then the· 

2"75 tax-burden falling on the latter should amount to lo x300=Rs. 82-8 per head.: 
(or a total contribution of Rs. 103 crores), if the proportionate sacrifice in­
volved, taking one tax with another, is to be equal. But, in fact, it was less· 
than two-thirds of this (viz., Hs. 61} crores or Rs. 49 per head). 'J'his 
accordingly would point to a distribution of the tax-burden which is far from. 
equitable; and since 1921-22, the 4 per cent increase in the gener:<l tariff 
(excluding cotton goods), the doubling of the duty on matches and the (tE'm­
porary) doubling of the salt tax (together with the diminished proceeds from 
income-tax) have increased the disproportionate burden borne by the. 
" poorer " classes, to which the abo,·e figures point. 

II. 

Qs. 88-39.-lncome-tax. Qs. 137-1!,6.-Duties on Inheritance. 
(Income-tax and agricultural incomes; death duties). 
6. I do not favour the propos~! to make agricultural income liable _to i~lcome­

tax. For one thin a- the measure would never get throug-h the Council of State. 
That is in principl~ no argument against the measure; but it is a practical 
conside;ation of son;e importance all the same. The taxing of agricultural 
income includes the taxing of (a) rent; (IJ) profits of agricultural capital; and 
(c) the earnings of the cultivator. As regards (b), agricu_ltural capit~l in I~dia 
is so comparatively limited, and so scattered, that assessmg the profits der1v~d 
from it to income-tax will not produce much revenue.. In so far as the ta;c d!~­
couraged improvements, it would be positively harmful: As regards (c)1 1f the­
exemption limit were to remain Rs. 2,000, the number liable to the tax, m most 
parts of India, would be extr!lmely small. In those parts (e.!]., the Deccan), 
where the holdings are larger, there is already a marked tendency for the land-. 
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holder to withdEaw from cultivation himself, and beconie a mere rent-receiver_ 
One effect of assessing to income-tax the earnings of cultivators, whose net 
income from cultivation exceeds Rs. 2,000, would be to accentuate this tendency. 
To lower the present exemption limit, on the other hand, the burden of indirect 
taxation on the poorer classes remaining what it is, would be a manifest in­
justice. If the latter burden could be greatly lightened (which seems a remote 
possibility), there might be something to be said for broadening the basis of 
direct taxation; but not otherwise. Coming now to agricultural rent, there 
is doubtless much to be said for substituting the modern graduated income-tax: 
method for the somewhat antiquated land revenue method. So far as I under­
stand the proposal, there is no question, however, of extinguishing or abandon­
ing the land revenue. In Japan, I believe, the land is subject both to a specia» 
land tax and to income-tax; but I do not know what the incidence of the latter 
amounts to. In any case, the fact remains that in India agricultural incomEl' 
was specifically exempted from income-tax: in 1886, when the tax was very light;. 
and to go back on that decision now that the tax is very much heavier would, 
to put it mildly, be a most unpopular measure. Further in Bengal and other 
permanently-settled tracts, such a measure (whatever official declarations may 
have been, when the income-tax was comparable to the Public Works cess rather· 
than anything else) would, in my opinion, be essentially a breach of faith. 
(Incidentally, I may say that the only just way of dealing with this damnosa 
hereditas appears to me to buy the landlords out; and the longer this is delayed,. 
the more costly a business it will be.) The annual charge on the land (for­
general purposes) was fixed once and for all at the time of the permanent 
settlement; otherwise, there appears to me to be no meaning in the terms of 
the permanent settlement. Finally, it appears to me to be quite impossible to• 
combine the assessment of agricultural rent to income-tax with the long~ 
established and well-understood principles of the temporary settlement; one· 
system would inevitably have to give place to the other. 

7. Undoubtedly, a remedy must be sought, and sought immediately, for the 
financial stringency so largely due to the enormous shrinkage which has taken 
place during the last· twenty years in the land revenue, relatively to land 
values in all parts of India, and the consequent inequality in the incidence of 
direct taxation on income derivable from land as distinguished from other 
sources. But it must be sought, in my opinion, in other directions. First of" 
all, the land revenue system must be definitely incorporated in the tax system 
and placed on a statutory basis; and so far as possible (and where no permanent 
settlement has been made) modernised, giving it greater elasticity, and intro­
ducing the principle of graduation-though, so far as the tax: really falls orr 
rent, there should be no exemption limit. This is a matter for the provincial! 
legislatures to tackle. · 

8. Such a remedy, however, leaves the permanently-settled tracts untouch~ 
ed; and it is precisely in these tracts that the financial pinch is J.£.ost acutely· 
felt. Here the solution must be sought in another direction, viz., in the im­
position of death duties. It may be said that this would equally in effect be 
an addition to the annual charge (for general purposes) on the la~d. I do 'not 
think, however, that this can justly be maintained. While death duties in 
p:actice, am~unt to a ~ef~rred and capitalised income-tax, they rest, in prln­
Ciple, on a different prmCJple, namely, that the State has a right to share in 
all inherited wealth, seeing that it guarantees the continued possession and. 
enjoyment of such wealth. This is particularly appropriate in the case of. 
landed property, and in a country like India, where the State has asserted fer 
centuries, and still asserts, superior proprietary rights over zamindari and• 
raiyatwari lands alike. In the next place, there will be no discrimination. 
against land, no double taxation of rent such as there would be if it were made· 
as.,essuble to income-tax as well as to land revenue. (As regards other forms of 
property, in view of the extra demand arising from the death duties some relief 
might be given, if it was thought to be called for, by a modificatio~ of income­
tax rates.) Death duties, based on the principle abovementioned would faU 
on all forms of property; and the landlord, whose estate has been' assessed to 
land reYenue under a permanent settlement, could no more complain of death 
duties, which affected all alike, than he can of indirect taxation. 
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I.J. If death duties are left for prm·incial legislation, as proTided under tho 

De'l"olution Rules, then each pro'l"ince can tackle its own financial problem in its 
own way; and e'\"ery province can be assured of an important and growing 
source of revenue. 

10. The question of an exemption limit is one, in my opinion, of administrn­
ti'l"e detail mainly. The principle of graduation, on the other hand, is 'l"ital­
if the rich propertied classes in India are to be made to contribute their fair 

.share to the exchequer on the basis of equality of sacrifice. Small properties 

.should be lightly taxed; and arrangements made, when necessary, for the pay­
ment of death duties in instalments. As regards the Hindu joint family, the 
problem of levying death duties on such an estate is, admittedly, a most com­
plicated and difficult one; but, for the subtle legal mind, surely not insupera hie. 
·ro a layman, the suggestion made by Mr. Shirras (Science of Public Finance, 
p. 311) appears to be a good one, viz., to make the estate (or, rather, an appro­
priate fraction thereof) liable to duty on the death of eyery coparcener belong­
ing to the oldest generation of the joint family. 

11. In the case of landed property, it might be provided that, in the eyent 
of partition being claimed at any time between the death of one senior copar­
cener and another, the share in question should be liable to nn additional duty 
equal, say, to half the duty already paid. The taxing of this separate interest 
would be equitable, since the continued possession guaranteed by the State 
would rest on a new and different basis. It would also do something, perhaps, 
to prevent the subdivision of holdings, in which case there would be an inde­
pendent gain. On the other hand, without some proYision of this kind, a 
graduated estate duty might have the effect of encouraging partition. 

III. 

Qs. 27-82.-Poll Taw. Q. 58.-Salt. 
12. E'l"en the poorest should be required, in virtue of their citizenship, to 

contribute something to the public purse. The great adYantage of the salt 
tax over a poll tax is that it is so mu.:h easier to collect. This advantage is so 
great as completely, in my opinion, to outweigh the possible objection, on 
political grounds, that it is too thoroughly disguised to be recognised as a tax 
by the class for whom it is specially designed. What is objectionable, in the 
existing tax system, is not the very light duty on salt, hut the very heavy duty 
(so far as the poorest, at any rate, are concerned) on another prime necessary, 
viz., cloth. Relief ought, on no account whatever, to be givou to the mill­
owners by abolishing the excise duty, until it has become possible to give at 
least equivalent relief to the general tax-payer by reducing the import duty on 
piece-goods. 

Qs. 121-186 and 155.-Tobacco. 
13. I am m favour of a tax on tobacco. With the growth of the !whit of 

cigarette smoking in India, this may, to some extent, take the place of the old 
opium revenue in the central revenues. The tax should be national, and ]e,·ied 
in the shape of an ad valorem excise duty on factory-made cigars and cigarettes. 

Prof. Horne gave oral evidence as follows :-

The Pusident. Q.-You are Professor of Economics at the Patna College? 
A.-Yes. 
Q.-You have given us some interesting eomments in the matter of the 

estimates of per capita income. We propose to hand over the bulk of that to the 
Economic Enquiry Committee, who are dealing with this question, our concern 
being with the incidence of taxation. So we will begin with paragrapl>. 4 of 
your answer. 

You point out the extraordinary '\"ariation between the estimates of the 
national income made by Atkinson and Shah. 
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A.-Atkinson's was made a long time ago. 
Q.-Qne of them took t.he richer classes at 2'4 per cent of the population 

with an average income of Rs. 206, while the other took 7 per cent with an 
average income of Rs. 325. You take 5 per cent with an average of Rs. 400. 

A..-I am inclined to think that Professor Shah has overestimat~d the 
number contained in the richer classes, especially the number of zammdars 
or rent-receivers belonging to that class; so I have taken a small~r figure 
with a larger average income, but I do not profess that that figure IS useful 
except as a guide and approximation. 

Q.-It is a pure guess? 
A..-It is not a pure guess. It is based to some extent on my study of the 

result of income-tax figures, and to some extent on Professor Shah's estimate. 
Q.-Income-tax assessees number 270,000? 
A..-Yes, re'presentiug n population of about a million. 
Dr. Paranjpye. Q.-In the case of the income-tax payers, the size of the 

family should be taken at a little higher figure, because of the larger number 
of dependants included. 

A..-I should include •lependants at l.he rate of four for a family, i.e., thrae 
for every income-tax payer. That was the figure I arrived at when I studied 
the census returns for this purpose. That again is an approximation, but I 
remember that I got it a~ just over fonr. 

The P1·esident. Q.-You estimate that half the land revenue is paid by the 
richer classes and half by the poorer classes~ · 

A..-Yes. 
Q.-That again, I take it, is a pure guess. 
A..-Not altogether. The method that Professor Shah has employed is to 

take the zamindari figures as relating to the land revenue paid by the richer 
classes. I know that in that class there would be mcluded quite a considerable 
proportion who do not belong to that class. Again, in the case of raiyatwari 
re,·enue payers, there would be many belonging to the richer classes, but that 
is the division that we have made. 

Q.-17'4 crores is the zamindari assessment? 
A.-Yes, temporary and permanent. I have taken it at half the land reve­

nue, but the actual figure for the zamindari revenue payers comes to about 
17 crores of rupees for this year. In Bengal particularly, as brought out at 
tlle last census, the number of revenue payers who have quite small incomes 
is a large one, so that it is simply a question of balancing. Among the raiyat­
wari payers in Bombay and Madras, there are no doubt a considerable number 
who belong to the richer classes. 

Dr. Paranjpye. Q.-In the Punjab we were told that there were several 
lakhs of revenue payers under the raiyatwari system, but only about 2,300 
people would be liable to income-tax if income-tax were levied on agricultural 
lll.~mnes. 

A..-I should say, if anything, I have overestimated very considerably 'the 
ahara of the revenue paid by the richer classes. 

The President. Q.-Ir, Madras the number of pattas for over a thousand: 
rupees is 952. Out of 4,861,000, we have about 4,000 over Rs. OW. 

A.-It is a very small proportion. 
Q.-That is only one in a thousand. 
A.-You have to remember that we are including in the revenue paid by. 

the richer classes very large sums paid by the big landholders. . 
Q.-Haven't you in ohis province districts where the landholders pay quite-

small sums, a district like Saran? 
A..-Yes, we have. 
Q.-You have divid•3d customs into one-third and two-thirds practically. 
A.-Yes, I have taken the detailed returns. What I have not counted at 

all as payable by the poorer classes are : arms and ammunition, coal, coke 
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and patent fuel, liquors, opium, petroleum, tobacco, articles of food and drink 
miscellaD;e~ms (dui'Y at il per cent), nil luxury items, and excise duty 0~ 
motor sptrtt. . 

Q.-"\Vhat about cutlery and hardware:' 
A.-I have included it among the amounts paid by the poorer classes. Pro­

fessor Shah has assigned all payments under the heac! of machinery, metals, 
a·ailway plant, etc., to the richer classes. I think the incidence will be on 
the mass of the population. 

Q.-But then why do you put the articles other than machinery also under 
the mass of the population? 

A .. -I confess I have not very carefully considered that figure; it is a fairly 
,;mall one. I have told you what I have assigned to th(• richer classes. Then, 
excluding export duties altogether, the balance comes to about 22 crores, and 
I have taken that the richer classes, in addition to what they pay on the other 
.articles, would pay about 10 per cent on those that I have assigned to the 
poorer classes. 

Q.-Practically we arc· in agreement as regards our methods of calculation. 
A.-Yes. 

Dr. Pamnjpye. Q.-Do yon consider sugar uniformly distributed among 
both? 

A.-I have allowed something for the richer classes. 

Q.-They would consume a much larger quantity. 
A.-Yes, I have only deducted 10 per cent for them, i.e., twice their allow­

ance, but I have taken a good deal also as paid entirely by the rich, which 
will be partly paid by the poorer classes. 

The President. Q.·-I would not divide into rich and poor, but into rich 
~nd general. . 

A.-Yours will be a sounder division. 
Q.-How do you arrive at the excise figure? 
A.-I have counted that the rich would consume a good deal of opium. 
Q.-I was thinking of liquor. 
A.-I have no special knowledge of that. 
Q.-As regards salt, you put more than half for the rich. 
A.-I have allowed d.ouhle the expen-Iiture in the case of the richer classes. 
Dr. Paranjpye. Q.-Stamps would probably all be paid by the richer 

classes. 
A.-There are court-fees. 
Q.-You include court-fees as well as general stamps? 
A.-Yes. 
'!'he President. Q.-Is not litigation a luxury of the rich? 

A.-It is a luxury iniiulged in very much by the poor also. My only reason 
for dividing stamps half and half is that I have divided land revenue half 
and half; and judicial fees are the most important part of the stamp revenue. 

Q.-I would certainly put more on to the rich. Is not registration all 
merely for the rich? 

A.-I have no special information about it ; it is a very small item. 

Q.-I am inclined to put more land revenue on to the poor and more stamps 
on to the rich. The. rich are paying much less than they ought to pay; is 
that not the generally accepted opinion? 

A.-I have asked myself what would be a fair distribution of the tax­
burden; and I suggest these figures: for a total tax revenue of 125 crores, 
which is very much the. l:gure we have been taking, take a tax-burden of 50 
.crores for the poorer classes ; this would be 3 per cent of an income of Rs. 70 
-and a tax payment of just over Rs. 2 a l!ead: and take a tax-burden of 75 
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crores for the richer classes, which, on an income of Rs. 400 per head; would 
work out at 15 per cent. 

Q.-Do you base that on any ma:rim of economics? 

A.-Yes, I base it on what is known as Bernouilli's law. 
Q.-I am afraid I shall l1ave to ask you to explain the law to me. 
A.-I may quote what Marshall says c;m. the subject: "In accorda~ce w~th 

the suggestion made by Daniel Bernomlh, we may regard the satisfactiOn 
which a person derives from his inc?me as, commencing when he ha:s enough 
to support life and afterwardq as mcreasmg by equal amounts With every 
equal successive percentage that is added to his income and vice versa for los& 
of income ". I have cut off Rs. 60 per head in the case of the poorer classes 
and Rs. 100 per head in the case of the richer. classes as r.epresenting neces­
sary expenditure. Then you take what remams of the mcome as what I 
call the taxable margin; ••nd that should bear a proportionately equal tax­
burden, on the assumption that if you take ~~3:Y Rs. 10. fron!- a taxable 
margin of Rs. 100, you take away as much possibility of satisfactiOn as when 
you take away Rs. 100 from a taxable margin of Rs. 1,000. 

Q.-Does not that involve many more gradations between the rich and the 
poor? 

A.-That is why I have u~ged that we want data which would give us some 
means of saying how income is distributed among a number of different eco­
nomic classes. 

Q.-But it has been put to us that the people who at present suffer as 
much as any other class from taxation are the people at the bottom of your 
rich class. 

A.-I agree. They are hit on both sides. 
Q.-And that is also the class that spend their money for better purposes!· 
A.-Yes. 
Si1· Percy Thompson. Q.-As regards income-tax on agricultural incomes, 

you divide it into three parts: " rent, profits of agricultural capital and the· 
earnings of the cultivator ". With regard to the earnings of the cultivator­
you say that there is very little to be got at. But I do not quite follow you 
when you say " One effect of assessing to income-tax the earnings of culti­
vators, whose net income from cultivation exceeds Rs. 2,000 would be to accen­
tuate the tendency to withdraw from cultivation and become a rent receiver. 
h it because he would have to pay income-tax on the profits? 

A.-Yes. He might easily bring himself below the taxable limit if he went 
·out of cultivation. 

Q.-That is, people would earn less money than they could earn in order 
to evade income-tax? 

A.-I think you have got to' bear in mind the case of a family some of 
whose members, for example, are earning money in service or in sr.me prO­
fession and do not come up to the income-tax level, and other 
mmnbers of the family are cultivators. Then the latter qua cultivator~ may 
be liable to income-tax, but qua rent-receivers will not become liable. I do 
know that there is a tendency to withdraw from actual cultivation. since it 
is supposed to be more dignified to be a rent-receiver; and this would slightly 
accentuate that tendency. I am thinking of it as helping to accentuate a 
little a tendency which n ]ready exists. 

Q.-Don't you think that land revenue is inadequate? 
A.-I agree. . 
Q.-And from that .point of view, is it not rather a controversial question 

wh~ther land revenue IS a tax or a rent? Does not a man pay something for 
winch he gets the use when he pays land revenue? That is, suppose l have 
got no land a":d you have ~ot a piece of land. F01 your paymim~ of land 
revenue you will have considerable advantage over me. You will hr.v~'- the 
use of some land which is a money-making asset. If I was a mill o.wner I 
should have to pay ·rent for my mill. 
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A.-I am in favour of steepening land revenue as a direct charge on 
income. 

Dr. Pamnjpye. Q.-You say "In those parts (e.g., the Deccan) where the 
holdings are larger, ;;here is already a marked tendency for the landholder 
to withdraw from cultivation himself, and become a mere rent-receiver ". I 
think that that remark is not justified because the holdings in the Deccan 
are not large. 

A.-I think they are considerably larger than in other provinces. 

Q.-I do not think so. You would find that very few cultivators would he 
liable to income-tax so far as their profits on cultivation are concerned. 

A.-The average holding in the Deccan is 16 acres. 
Q.-But even 16 acres in the Deccan is not a very great thing. 
A.-I don't know. 
Si1· Pe1·cy Thompson. Q.-Why do you suggest that it is a breach of faith 

to tax rents to income-tax in permanently-settled tracts? 
A.-Because, I look on land revenue as a direct charge on income derived 

from land; and in 1793 that income was taxed, and the tax was settled once 
for all. As a matter of fact, when the Bengal settlement was first introduced, 
it was about the heaviest tax that has ever been imposed. It was 10/llth of 
the yield. 

Dr. Paranjpye. Q.-It was because they were given 1/llth absolutely 
free to which they had no right whatsoever. 

A.--Government made them complete owners of the land, and they made 
their set.tlement with them. It was a pretty hard bargain. 

Q.-The Government could have got the whole if they had had the proper 
machinery of taxation. 

A.-But the pitch cannot be 100 per cent. 
The President.-May I read this passage? 
" Land has become the most valuable form of property, and in evt-ry part 

of India money-lenders have utilised the laws of debt mercilessly to expro­
priate the agriculturist, convert him into a tenant-at-will or a landless labour­
er, and to reap the profits of his toil in cultivation. The capital so invested 
in land, however, contributes nothing to the support of the State. Our fiscal 
system has turned a blind eye to this momentous revolution. The vrofits of 
agriculture are exempted from the income-tax on the theory that thE' land 
pays its assessment to the State. When an absentee landlord has no connec­
tion with land beyond extracting from the cultivator a rent of 5 b.> 10 times 
the assessment, why should the interest derived from this form of capital 
investment be permitted to be disguised as profita of agriculture and be 
exempted from taxation?" 

A.-Yes; and I think the solution in the temporarily-settled areas is to 
very much increase the present pitch and to graduate it; and that will make 
investment in land a less profitable investment. But in the case of perma­
nently-settled areas, it seems to me that the State having made a contraot 
should not go behind it. 

Q.-Do you propose that landholders should be bought out? 
A.-It seems to me that is the only just solution of the question. 
Dr. Paranjpye. Q.-When a landholder is bought out and paid, say, 5 

lakhs of rupees and he invests that 5 lakhs in a business and makes a profit, 
would you charge income-tax on that? 

A.-Yes; certainly. If you have made a fair deal with him, then you enter 
into the full ownership of the land; and you apply the principles !lf the tem­
porary settlement to that land, or you apply the principles of the income-tax. 

'.:he President. Q.-May I read you another scheme of purchase? 
" The land revenue Qf Bengal and other permanently-settled tracts was 

l 
originally based on the estimate of the rents then realised. Farm£>rs of reve­
nue were recognised as landlords, but they paid 90 per cent of the rentil . 
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and kept 10 per cent as their commrsswn for: collection. Lord ~ornwa~lis 
made that settlement permanent at a date man;y: years before the mvent~on 
of the steam-engine, and a demand fixed whil~ rarlways and st~am-ua.vr~atron 
were still.in the womb of the future must obvwusly be an unfarr concessron to 
one particular interest at the expense of all the t~x-payers of India. ~u~ it 
is not easy to rectify Lord Cornwallis' genero_us llliStake, because. the orrgmal 
lands have continued to change hands at prrces agreed upon wrth reference 
to the fixity of the demand, while there are numbers of intermediate tenure­
holders who intercept as middlemen a large share of the rents between ,;he 
hands of the cultivating raiyats and the hands of the zamin~ar., The_ only 
possible method would be by a huge scheme of pmchase by whrch tnese mter­
mediate rights were bought out by the State at a fixed number of Jears pur­
chase, leaving the zamindar face to face with an occupancy tenant. The 
creation of similar tenures in future would have to be barred by law. The 
zamindar would now collect the full rents of the raiyats and be assessed to a 
full revenue on the increase in his income, while in respect to thosG pro­
perties where there are no intermediate tenure-holders to be bought out, he 
would have to be given some compensation down and assessed gradually at 
a small fraction of his .assets per annum each year, until the demand had 
reached such percentage as it was considered fair to take." 

Has that scheme any advantages over the complete buying out of the 
landholder? That is, practically buy out the intermediary tenure-holder, put 
the landholder face to face with the actual cultivating tenant as in the 
Central Provinces and then make a temporary settlement of the renu of the 
cultivating tenant and take half the settled rents as the land revenue. The 
idea is that you could not suddenly impose the land revenue because the land­
holder has created sub-tenures. You buy out these people and enable him to 
collect the annualr;ent, prohibit him from the crea·bion of further intermediary 
tenures and then assess him as you do a zamindar in a temporarily-settled 
area. 

rl.-Yes; I think that might possihly be done. 
Q.-I will give the example given he!·e: "Suppose that zamindar's estate 

returns a rent roll of Rs. 10,000, the revenue fixed at the permanent settlement 
having been Rs. 500; and suppose that the intermediate tenure-holders absorh 
Rs. 5,000 of this rent-roll an.d the zamindar receives Rs. 5,000 only, then the 
Government must buy out the tenure-holders at, say, one lakh of rupees, OJ." 

20 years' purchase, which they would either pay in cash or would invest at 
the option of the tenure-holder in a Government loan at 5 per cent. The 
zamindar would theri receive Rs. 10,000 a year instead of Rs. 5,000, and on 
the extra Rs. 5,000 he would pay Government Rs. 2,500. His posit.io::J. would 
be as follows. His present income is Rs. 5,000 less Rs. 500 revE-nue, or 
lts. 4,500. His new income will be Rs. 10,000 less (Rs. 2,500 plus Rs. 500) 
or Rs. 7,000. His future revenue starting at Rs. 3,000 will increase by 
Rs. 66~ a year, until at the end of 30 years the full half assets are realised, 
and the estate is thereafter dealt with according to its then assets on the prin­
ciples applied to temporarily-settled provinces." 

A.-I have not thought out any such scheme of purchase. One other 
possibility is to make the whole land tax a permanent settlement and assess it 
all to income-tax as was done in England. ' 

Q.-How would you arrive at that in a raiyatwari province? You have got 
the settlements spread over the last 30 years, and they would be very unequal 
in. their incidence. You will have to level up by a sliding scale based on 
prrces. 

A.-No doubt, you cculd do that in Madras, because prices form very 
much the basis of your assessments. 

Q.-'l'hen you would tax incomes over Rs. 2,000? 
A.-Yes. If you get the Indian Legislature to accept the position t.hat the 

~ystem of land revenue is antiquated, and that they should now proceed wHh 
mcome-tax as ~he genEral ~ystem of direct ta,atioh, then I think the corollar:v 
to that would be to make the land tax permanent Pverywhere. · 
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Q.-If you come to the conclusion that the land revenue is an antiquated 
-system and you decide to import a modern system, where would you look for 
a model? 'Vould it be possible to adopt such a svstem of taxation as exists 
in Japan or Australia, or New Zealand? • 

A.-I am thinking of applying the income-tax method generally. 
Q.-That is, the English method? 
A.-Yes. 
Q.-The must modern systems of land tax are those of Australia and New 

Zealand, which are h>lsed on a pe:·c·entage of capital value? 
A.-Yes. 
Q.-Would it be practicable to apply those systems in this country? 
.4..-You would be falling back on discrimination against land, subjecting it 

to special taxation. You will have one form of direct taxation !lJ>plied as 
income-tax, and another form of direct taxation applied in the form of a 
tax on land. My great objection to the proposal to apply two forms of direct 
taxation to income from land is that it would mean sooner or later 'crnpping 
the temporary land revenue settlements in India, which in a sens,, are the 
backbone of the whole tax system. The people understand the tax, though 
they may not understand the principles. 

Sir Percy Thompson. Q.-What the provinces nre aiming at is to get at 
-the real economic rent of the land and to take 50 per cent of it? 

A.-Yes. 
Q.-Has any system of getting at capital values any advantage over this? 
A.-I think not. 
The President. Q .-Is it not a fact that every settlement differs in per­

centage according to the prices prevailing at the time; and that nobody can . 
i:ell what will be the rate in future? Under the Australian system, the Legis­
native Council would decide the rate, and all that the officer has to do is to 
determine the valuation. · • 

A.-If you introduce a tax on agricultural income in addition to the land­
tax the position will be more confused still. 

Q.-I am only suggesting a more logical revenue system. Whether it is 
practical or not is another question. 

A.-I would prefer a more logical revenue system; but I do not see why it 
ihould not proceed on the lines laid down by many decades of experience. 

Q .-Has it not resulted in a different rate for every district? 

A.-Because of what happens between one settlement and another? Yes. 
Q.-Have you read any of the bills introduced in other Legislative Councils 

f-or the purpose of complying with the suggestion a£ th<> Joint Committee? 
A.-I have followed the discussions in the Madras Council. 
Q.--Governrnent wanted to pass a bill making statutory provision for the 

present arrangements. The tendency of the Council is not to allow the ocr,. 
tinuance of the present arrangement. The first arrangement, which has been 
turned down by the Government of India, was to reduce the percentage of 
increase to 12t per cent and to make each settlement report a taxation bill. 
If the rate of assessment is high, and if every district were to have the maxi­
mum of 12! per cent increase, won't you get the perpetuation of inequality? 

A.-Legislative Councils won't do anything in the matter until they learn 
a little more wisdom. Let them vote for 50 per cent and even more than that 
on a graduated scale. • 

Q.-The difficulty is to get some sort of uniformity in the tax. Attention 
is now concentrated in the increase. Nobody knows what percentage it is. 
'Ehe annual value is lost in the fog. 

A.-What about the rental assets? 
Q.-That is never taken into consideration. The assessment taken is only 

_a fraction of the assets. 
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Would it be practicable in fixing the death duty to disregard the personal 
'ldw of the individual? 

A.-Every death in a joint family would affect the division of propert;y-, but 
to assess the appropriate share of the estate to duty on the death of mfant 
coparceners would lead to a great deal of administrative trouble. I have sug­
gested that whenever there is a partition, notice should be taken of that, and 
additional duty claimed. 

Q.-Would that not lead to a tax on partitions? 
A.-The rights secured by partition should be recognised only when they 

llave paid the appropriate duty. 
D1·. Paranjpye: Q.-Then you would require every partition to be 

Tegistered? 
A.-Yes. 
Sir Percy Thompson. Q.-You say that death duties would fall on all 

'forms of property, and the landlord, whose estate has been assessed to land 
revenue under a permanent settlement, could no more complain of death 
-duties, which affected all alike, than he can of indirect taxation. 

A.-I do not regard the imposition of death duties as direct taxation in 
7the sense that income-tax is. 

Dr. Paranjpye. Q.-It is a tax on capital rather than on income. 
A.-I should like to read what Stamp says on this point: "By a judicious 

mixture of methods one can get a larger sum out of the collllllunity (with a 
·given amount of ' pain ') than by following any one special line. The field of 
death duties offers possibilities at the prese1it moment greater than additions 
to the already high direct taxation. · . . . . . It is here that the value 
of postponed taxation, like death duties, which come between the living and 
:the dead, may be most clearly exhibited." 

Q.-Properly he should pay not only at death but at birth. 

A.-Strictly speaking that is so. It is very largely a question of adminis-
rtrative convenience. 

The P·resident. Q.-You would not propose to levy a tax on birth? 
A.-No. 
·Q.-You propose that eaeh province is to introduce this by itsell. 
A.-That seems what is intended under the Devolution Rules. 
Dr. Paranjpye. Q.-We are required to consider how the distribution of 

taxes is to be made. So we might make suggestions to amend the Devolution 
Rules. 

A.-I think the need of the provinces is so great that so far as ,;he 
distribution of the tax is concerned the whole proceeds should go to the 
province. 

Q.-But the duty should be uniform in all the provinces. 
A.-Not necessarily. 
Q.-There would be a difficulty when a man dies with properties in two 

provinces. 
A.-Yes. 
Q.-Supposing a man has properties worth five lakhs in each province If 

there is graduation the tax may be 10 per cent on the first five lakhs an'd 20 
p.er cent on the second five lakhs. The extra 10 per cent may be taken by 
the Central Government. 

A.-I fully accept the principle of central taxation to death duties in 
theory; but I am thinking of practical considerations. I should prefer to 
leave the matter where the Devolution Rules lea,•e it . 

. The P1·esident. Q .-Is your experience of letting each provitice legislate 
<mtisfactory? 

A.-I do not know whether I can answer that question I think death 
duties might be left to provinces.. · 



42 

Q.-In paragraph 12 of your note you say, " Relief ought, on no account 
whatever, to be given to the mill owners by abolishing the excise duty, until , 
lL has become possible to give at least equivalent relief to the general tax- ( 
payer by reducing the import duty on piece-goods." Do you think it is too­
high? : 

A.-It is certainly too high. Duty is paid not only on the piece-goods im­
ported; but the equivalent to this is paid on the piece-goods made at, the 
Indian mills. 

Q.-With regard to your views on tobacco, is not the cigar industr~· n 
cottage industry? 

A.-I was thinking particularly of cigarettes. I think the re,·enue on tnem 
will he substantial. I ''as under the impression that the cigar industry 
was a fact.ory industry also. In the case of factory-made cigarettes, the im­
position of duty and the collection of the same will bo very easy. 

11th March 1925. 

PATNA. 

PRESENT! 

Sir CHARLES ToDHuNTER, K.C.S.I., I.C.S., President . 
• Sir PERCY THo~IPsoN, K.B.E., C.B. 
Dr. R. P. PARANJPYE. 

Mr. H. MANNERS, Messina Factory, Samastipore, was examined 
on behalf of the Bihar Planters' Association. 

W1-itten memorand1tm of JJir. Manners. 

[It must be understood my answers are confined mainly to the districts of 
North Bihar in which as an indigo planter and agriculturist I have resided 
without intermission for 54 years, and I have but little knowledge of the 
conditions in other parts of India.] 

Q. 1.-It's impossible to say. 
Q. 2.-I state without hesitation that there is no poverty in these districts, 

and I consider the Indian agriculturists, and working or labouring classes are 
as well off and contented as those in any part of the world. 

The cry of " the poverty of India," has no fo1p1dation in fact, and is 
merely used by agitators for their own ends. 

As regards Annexure B, I can only say that.I consider the average income 
of all classes of Indians at the present time is ample for all actual needs, (this 
applies throughout the country.) 

Q. 8.-I agree that in India so far there are no reliable estimates as to 
Indian ;;ources of income on which income tax can be based, no Indian wilf 
declare more than 25 per cent. of his real income. 

Q. ,&.-No, save that they are far too complicated. These, I believe, are· 
compiled in the first instance by subordinates who are adepts at making them 
suit their own views. 

Q. 5.-Most certainly not, it would be very costly, and lead to no result. 
Q. 6.-No. Bills passed of this kind are most unjust, they harass employ­

ers, proprietors of industries, and landlords. (3) I most certainly do not advo­
cate legislature of this kind, it would be bitterly resented, and be an arbitrary 
interference with the liberties of the people. 

Q. 7.-They have no value whatsoever. 



Q. B.-Annexure C. Workers. I have for ~an~ yea'rs been s~rortgly ol 
opinion that there has been far too much offiCial mterferenc~ w1th labour 
throughout the country, and this has greatly helped the Gandh1tes and other 
agitators in stirring up the lower classes, and brought about. the present labour 
unrest. The remainder of the question has been anilwered in (3}. 

Q. 9.-Difficult to answer fully, the following appear to me as the main 
divisions. (a) The big landlords deriving their income fro~ the r~mts on lands. 
(b) Owners of mills, or other manufactories. (c) Agncultunsts. (d) The 
working classes. (e) Owners of house properties. 

I firmly maintain that no taxes whatsoever sh.ould be levied on (c) and (~) 
for on these the prosperity, and general welfare of the people of IndrD, 
depend. 

Q. 10.-None in North ·mhar that I am aware of. 
Q. 11.-No. 
Q. 12.-No. 
Q. 13.-No. Firstly I am strongly of opinion that the Indian Government 

should not engage in any such transactions. (b) and (c). These might be a 
tax, by raising the price of a commodity above the average, and so depriving 
the people of the benefit or enjoyment thereof. Secondly that such things are 
matters for business enterprise alone. · 

Q. 14.-No. 
Q. 15.-I am unable to say. (2} To charge such rate as will bring a clear 

return on the cost of, say, 8 per cent. (3) Certainly not. (5) No, this would 
lead to grave injustice. It would be best and simplest after the Irrigation 
Works have been completed to lease them out to a reliable person or company 
1or a long term (not less than 20 years) at a rental that will bring in a. net 8 
per cent. The native of this country is peculiar, and he would willingly pay n 
higher rate to a company than to Government. 

Q. 16.-No. The State will get a fair return as stated in answer to ques-
tion No. 15. 

0. 1?'.--None thnt I can see. 
Q. 18.-Yes. 
Q. 19.-In the first place the imposition of such dues on agricultural lands 

or crops should not be allowed. Second, under the new Local Self-Government 
scheme it would quickly become a means of great injustice, and oppression, to 
all classes and creeds. 

Q. 20.-Certain taxes such as chowkidari tax, etc., now in force are in tlte 
main legitimate. They should be devoted to the purposes for which they are ' 
levied. As an instance the road cess, which is merely a direct and easily 
collected tax levied on all landlords, and tenants for the best of reasons, vie., 
for the .upkeep of roads and communications, nas been grossly misused. 
During the past 14 years or so a very large portion has been expended on other 
objects for which it was never intended. The result is that the roads required 
for the heavy country traffic throughout the Darbhanga district (I have I.e­
sided in the Samastipore sub-division for 40 years) are in a disgraceful conoi­
tion, in fact communication with the railway stations, and main markets 1a 
Qnly carried on with the greatest difficulty, consequently the villagers suffer 
greatly. 

Q. 21.-Personally I fail to see how any form of taxation can be regarded 
as voluntary. That taxes are necessary I admit, and it should be the first 
consideration in levying them, " not to inflict a heavy and unjust burden on 
to any class of people." 

Q. 22.-Beyond what is said in question No. 20 I am unable to answer t.his 
question. 

Q. 28.-1 cannot quite see the force of the statements. If looked at rightly 
imm~derate smokers ~nd drinkers do not contribute most or heavily to 
taxatwn, the reason bemg that they be few and far between, and it is obvioWI 
that the man who consumes a bottle of whisky daily pays no greater tax than 
2 or 3 men who take, say, 2 or 3 pegs. To mainly Europeans the moderate con-
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sumpti"on of liquor is as much a necessity as a luxury. 
Tobac;eo; To those who smoke expensive brands. of cigars, cigarettes, and: 

~o~acco It IS :undoubtedly a luxury, but to the workmg man I firmly maintai1 
•t ts a necesstty. A man can stand exposure and do harder and better work i 

· he be smoking or chewing. 
No tax should be imposed on tobacco grown in India, or on its manufao 

ture into cigars, cigarettes, or smoking mixtures. Cigarettes have more o · 
.lwa superseded the hookah, and the people who smoke those made in Indi 
should not be taxed thereon. The manufacturers thereof pay income tax r. 
profits. Leaf tobacco, or manufactured exported to countries outside t e. 
limits of India, can be assessed with duty. 

Q. 2,6.-As a most iniquitous one. 
Q. 25.-No. (2) Absolute necessities with a few exceptions should not be 

taxed. The tax on salt, kerosine oil, petrol, etc., is fair as it ii! proportio~ecl 
among all classes. They are equitable forms of revenue, realized without 
hardship, or difficulty. 

Whatever taxes may be necessary should be equally apportioned on all' 
nationalities, creeds, and classes in this country. I maintain that for some 
years the white man in India has been sweated. 

The income tax is a clear illustration of this fact. 
Q. !n.-Yes. Payable by everyone. There should be no exemptions. 
Q. 28.-Yes. 
Q. 29.-Direct. 
Q. 30--Hardly in this country, a liouse tax vvould be fairer, but this 

woufd have to be justly apportioned, which is the difficulty. 

Q. 81.-I know nothing of (1). (2) Answered above. (3) Right, provided· 
the duties of village chowkidars are clearly laid dqwn, which are not so at pre­
sent. He is nobody's servant, whereas he might be a most useful public one. 
(4} I have no knowledge of a" profession tax," or on what " lower classes "it 
is imposed. 

Q. 82.-All are necessary8 for revenue purpo~e8, and are fair with the ex­
ception of cotton, and octroi. There should be no tax on cotton grown or 
manufactured in the country, only a duty on-raw, or manufactured tobacco ex­
ported outside the limits of India. Octroi should not be levied. 

Q. 88.-I can see no substitution for the " income. tax." The rate ought 
not to be increased. I consider it is unfairly apportione\1. for it presses un­
duly on the European, and Eurasian. No one can deny the simple fact 
that an Indian on an income or salary of Rs. 100 per tnensem is infinitely 
better off than either of the former, getting, say, Rs. 500, or Rs. 250. 

Q. 8,6.-I cannot say. · 
Q. 85.-No. 
Q. 86.-No. 

. Q. 87.-I t><>nsider the "super tax " on companies absolutely unjust irr 
any country. A tax on the net profits of a corporation is justified, as witl> 
companies. I wholly fail to see that either enjoy any "special privileges." 
The super tax in India should be abolished. 

Q • .'18.-No. Agriculture, i.e., the proceeds thereof, constitutes the main 
wealth and prosperity of this country, and no incomes derived therefrom 
ought to be taxed. Landlords who are the owners of agricultural lands, and 
who merely let out the same, Inight I consider be taxed on all incomes derived 
therefrom over, say, Rs. 10,000. All money-lenders big or small ~bould pay 
a tax on all interest over 6 per cent. This could he easily realized by aU 
Registrars keeping· a register of all money-lending docitments,_ and collecting 
the tax aforesuid at the time of registration. The same applies to what are 
known as· hand notes, which as a rule are not registered. No Courts Rhoulcl 
:ldmit a .claim on such notes, until the tax. be paid. Payment to be endorsed 
on the baek · of the note by the ·Court. 
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Q. 39.-Answered above. · 
Q. ,40.-Yes. At the same time in this country it is p~ac~ically imposs~ble· 

to say "What is the subsistence level?" as so many confhctmg factors arise. 
As regards Indians, all salaries or actual income. over Rs. 1,000 per annum,. 
may equitably be made subject to payment of mcome-tax. 

Q. 41.-This is true. I say without hesitation no Indian can be trusted to· 
assess fairly. It is difficult to suggest an efficient remedy. 

Qs . .42 to ,45.-Unsuited to India. Forms j;o be filled in by tax payers would' 
be greatly resented by all natiOnalities and creeds in the country. They must 
be more or less of an " inquisitorial kind," harass everybody, and create great. 
ill feeling against the Government. Moreover they would lead to abu~es, and 
be evaded. 

Q. ,46.-There should be no double t~xation. Large inco~es f~·~m sources-· 
outside of India_ might justly be taxe~, If not already taxed m Bnt1sh posses­
sions. 

Q. ,47.-I consider a 3 or 5 year assessment would be fairer to all. 
Q. ,48 .-Correct. • 
Q. ,49.-The list is a clear instance of what I have called "sweating" the· 

European to save the Indian. Further comment is needless. Many of the 
articles given are necessities. 

Q. 50.-Tho sweating applies again. The duty (tax) on foreign liquors 
i3 excessive as it is. ·The same on cigars and tobacco. 

It may be possible, but certainly most unfair. 
Q. 51,.:_! have remarked with regard to salt before. The present tax on 

it might be raised J_'te. 1, without hardship to any class. A small tax could be· 
levied on sugar, for the same rule applies. 

Q. 52.-No. 
Q. 53.-Low. 
Qs. 54-55.-The manufacture of salt in India has not kept pace with the­

times. All petty holdings for making should be done away with, and its manu­
facture made over to companies who would make it both better and cheaper. 
The greater part of the salt used for cooking purposes is very impure, and' 
dirty. · 

The salt made in modern factories should be sold by the regulation maund .. 
The Government should take from the said factories the same tax, or duty as .. 
at present. The fact that good clean salt could be made cheaper would result 
in an increased use and sale. Through companiel! the realization of the Gov­
ernment dues would be simplified, and there could be a considerable reduction• 
in the staff and expenses. 

Q. 56.-No. Big companies with modern machinery would quickly put a 
stop to the importation of salt. 

Q. 57.-Manufactured as above there would be no "sifting," and the­
people in India. be gainers. 

Q. 58.-Yes. All sales should be by the standard maund. 

Q. 59.-I cannot say if it would be possible to reduce transport costs ta. 
any appreciable extent. Erection of depots by Government would be very 
heavy. Loss by theft would occur, and nothing would be gained. 

The companies as suggested above would make proper arrangements (like· 
the kerosine oil companies) for its distribution thrm,tghout the country. 

Q. 60.-No. It is not necessary. 
Q. 61.-Prohibition is a fallacy. It is not justified in any way that I ctm. 

see,_ and does more harm than good. This lat.ter would very much apply to 
India . 

. Q. 6.:2.--;-Answer given a_bove. Dr. Mathai's and those of the Bombay Ex-­
else Comm1ttee. are I consider most unjust. They Wf'11ld be strongly objectedt 
to by all classes. 
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Q. 63.-No. Taxa~ion is necessa':y in. every country to carry on its 
government. Increasmg the tax on mtoxiCants has certainly had no good re­
sult in India. I hold it merely adds to a craving, and causes great misery to 
those dependant on them. Tobacco is unrluly taxed in other countries. As 
stated before that grown manufadured and used in India should not b1 
taxed. It is a harmless and useful mild stimulant. 

In North Bihar I consider the duty excessive and oppressive. I put th 
queetion, was there more drunkenne~s or crime <1ue to. liquor among Indians 
40 years ago, when country-made hquor of variOUS kmds was very chenn', 
than there· is to-day when so called protective or prohibitive duties have 
increased the price enormously? There can only he one answer, no. j 

I am a teetotaler, hut I firmly maintain that the excessive taxation bf 
liquor cannot he supported on any equitable principles, (this applies to all 
<:ountries). 

Q. 64.-Yes. The duty on country-made liquor should not be a means of 
extortion. The Excise duty ought to be greatly reduced, and made a uniform 
rate. 

Q. 66.-I do not think so. • 
Q. 67.-This ought to be absolutely stopped. 
Q. 68.-Most certainly not. 
Q. 69.-Imported liquors are already subject to excessive duty at the port 

of entry. The different provinces have nothing to do further. As said above 
for country liquor the rate should be uniform throughout India. 

Q. 70.-I have drunk considerable quantities of fresh tari, and consider 
it a pleasant and perfectly harmless drink used by the people of India for 
centuries, and there is no reason why they should be deprived of it, or res­
tricted in any way. 

I am most strongly of opinion that the Pasis (toddy drawers and 
sellers) who are a hard working quiet class, are severely oppressed by tha 
excessive license fees, and the extortions of the Police and other subordinates. 
In place of the licenses, I am inclined to favour a tree tax. It must be 
kept in mind that the trees are the property of the landlord from whom 
the Pasis get a permit to draw toddy, on payment therefor. A simple printed 
form might be supplied on payment of actual cost, to be filled in by the 
landlord showing the number of trees the Pasi has taken up. On this the 
tax can be collected. Such tree tax should not exceed 0-1-0 (one anna per 
tree). This tax ought to be·made payable to the nearest Treasury Officer 
by money order once a fasli ,year. 

Q. 71.-I consider the tax on ganja, charas, and bhang, right. Bhang 
ought to be taxed by weight. 

Q. 72.-Having no knowledge of the systems, I can say nothing. 
Q. 78.-No. The extortion by subordinates is very great, to cover which 

licensees adulterate. 
Q. 74.-This was overlooked. I question this assertion. There should be 

no opportunity for "monopoly by any licensee." 
Q. 75.-I consider the excise duty should be uniform throughout India. 
Q. 76.-From a business point of view I consider distribution of opium by 

salaried subordinates entirely wrong. Sales from Government depots, should 
be made to licensed wholesalers, who at their own risk would sell to the licensed 
retailers. This would be far cheaper. 

Q. 77.-No. By the Government of India. 
Q. 78.-Firstly I state protection of any manufacturing enterprise or 

particular trade is wholly wrong. 
All. I would add that a heavy duty on any article brought into India is 

detrimental to her inhabitant..;, in fact in a manner it acts as a protective 
duty. I submit free trade and keen competition to keep down prices are essen­
tial. A small duty or tax on a large number of articles will bring in more 
revenue than a prohibitive one which is a restriction on trade. 
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,1. 79.-As a mer.e Planter whose life has been in the "back blocks," I am 
unable to answer this. · 

Qs. 80-82.-Yes. Precious stone~, a1;1d pearls "found in the country may 
be rightly and fully taxed. 

Q. 81.-I can't say. 
Q. 82.-Do. 
Q. 83.-Ad valorem. 
Q. 84.-I cannot say. 
Q. 85.-No, as I know nothing about it. 
Q. 86.-Yes, as far as possible. 
Q. 87.-Re Annexure K. I consider these :tmca~led for and· unsuited tO> 

India. Motor Cars. Only those of the expens~ve kmd bought and used by 
the rich ought to be taxed. Those used for busmess, or by :W?rkers not. T~e­
former are merely used for pleasure. The latter are necessities. I have said 
there should be no tax on amusements, and same applies to entertainments. 

Q. 88.-No. 
Q. 89.-I know nothing of Bentl:!am, but am firmly of opinion tlre- co~t 

fees (lately increased) are ample to cover all cost, and l~ave 9: large mariln:~. 
Process fees are excessive, (vide my auswers to the questiOnnaire of the Civil 
Justice Committee). 

Q. 90.-No. 
Q. 91.-I do not know. 
Q. 92.-I consider "fees" are taxes. As remarked be~ore those on the-

sale of country liquor, more especially tari, are excessive. 
Q. 93.-No. Those at present are quite just. 

Q. 94.-Am unable to say. 
Q. 95.-Taxes on entertainments are entirely unjustified. I do not advo­

cate increase of other taxes in place of these, it would only be adding to in­
'justice. 

Q. 96.-Rent is that payable to the landlord for the use of land or for 
occupation of a house. Taxes are levied by Governments for revenue and 
other purposes. In India this should remain as at present. 

Q. 97.-There is no such tax in North Bihar, unless the Road Cess comes 
unde1' that category. I am strongly of opinion that a land tax would be a 
very great hardship on cultivators. 

Qs. 98-99.-I can express no opinion. 
Q. 100.-Di:fficult to answer. I am of opinion and without prejudice that 

Rs. 1,000 per annum amply suffices for the needs of the majority of the 
Indian community, but not for the European. I c-onsider any Indian agricul­
turist would be very well off on that amount. I don't think a taxing officer 
would get at the facts. Last para. Yes, and would lead to great" trouble iu 
realizing. 

Q. 101.-No. Certainly not. 
Q. 102.-Most certainly not, it would be grave injustice, and rest:.;ict the­

reclamation of such lands. 
Q. 103.-I do not know how it is levied. There ought to be a uniform plan 

fixed by Government. On no account should it be left to local authorities. 
Q. 104.-Can give no reply. 
Q. 105.-No. 
Q. 106.-Yes provided provisions are taken against abuse. 
Q. 107.-I can find no Schedule II. -To remaining questions, no·. 
Q. 108.-0ctroi, and terminal taxes are unjust. Howe and Municipal 

land, right if the assessment be honestly done. I fail to see how a. land tax 
and a land cess can be fairly levied on the same property. With regard t; 
North Bihar I say without hesitation that the money from the road cess-
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-~ax, has been _fo~ a considera~le tin~e dh•erted to purposes for which it was not~ 
· ·mtended. Thts ts most unJatr to those (landlord~, and tenant•) on whom it 

tis levied. At the very least two-thirds of it ought to be devoted to its legitim-
. ate purpose. · 

Q. 109.-I have stated before " octroi " ought to be done away with entire. 
!ly. It is an iniquitous tax, unjustly levied. / 

The same applies to the " terminal tax." i 
With regard to the former, it is common knowledge that due to corruption 

·the wealthy escape, the poor suffer. ' 
Q. 110.-I cannot say. 
Q. 111.-No. Save and except where a structural bridge has been put 

,{)Ver a river, in place of a ferry. In such cases a toll may be charged to 
.cover cost and upkeep. 

Q. 112.-Land tax ought to be levied on the owner. House tax on the 
occupier. These should fluctuate as little as possible, i.e., the assessments 
should be for periods of not less than 5 to 10 years. To the last question, yes, 
he gen~ally does. . 

Q. 113.-I have never resided within municipal limits, at the same time 
1 am firmly of opinion that an equitable tax should yield such as would pro­
vide for all general requirements. 

1 consider that such taxes should be limited to cover act.unl needs. I ven­
ture to write plainly, and state that the difficulty lie,; with the assessors, 
;who cannot be trusted. 

Local bodies should have no power whatever to levy new taxes without the 
express sanction of the Government of India. 

Such sanction to be given only after proper investigation. 
Q. 114.-I do not know. 
Q. 115.-A fair rate on .its development value. A landlord who lets the 

'land lie undeveloped to be taxed at the i>ame rate as adjoining developments. 
Here again is the difficulty of assessors. 

Q. 116.-My experience is nil. I consider a tax on companies, and manu· 
'iacturers of cotton unfair, ~ both are taxed on profits. As regards the latter 
any such tax would fall on the purchaser obviously. Professional men pay a 
'tax for their certificates. 

Q. 117.-0n general principles I am against this. Also very much again&t 
"subsidies." If however any such be granted, their repayment with fair 
interest should be absolutely secured. 

Q. 118.-No. 
Q. 119.-I understand that all business profits are already heavily taxed. 

'The rest of the question, no. 
Q. 120.-Mostly unsound,• and unworkable. Not suitable to India. 
Q. 121.-I most firmly maintain Indian tobacro in any form should not be 

·taxed. 
Q. 122.--Grossly unjust. (2) (3) (4) This would be virtually creating a 

·"State 'monopoly." 
Q. 123.-'-None. They would be bitterly (and rightly so) resented by tho 

.natives of India, and cause great hardship. 
Qs. 124-125.-Above applies. 
Q. 126.-No. Bribery and corruption would be rife. 
Q. 127.-No. 
Qs. 128-131.-Replies given above meet these. 
Q. 132.-None should be imposed on Indian tobacco, raw, or manufactured. 

The duty on imported tobacco is necessary. As for cigars, cigarettes, and 
-smoking mixtures, the duty should be graded into 2 grades. All from non­
_British countries should fall in the highest grade. 
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Q. 138.-Ad valorem. 
Q. 134.-Duty (Annexure N) on leaf should not exceed annas 8 to annas 10. 

·That on cigars, and cigarettes is very excessive. It is most unjust to Euro. 
peans by whom they are mainly smoked, a 25 or 30 per cent. graded on quality; 
i.e., price, would bring in just as much in the long run. 

Decrease in export of Indian cigars is due to the fact they are not appre-
·ciated by the majority of smokers in other countries. 

No local taxatiOn on any tobacco. 
Qs. 185-136.-Partly answered. Most undesirable in every way. 
Qs. 137-188.-True this tax is levied, but it is an unjust imposition. On 

payment of ordinary probate fees, and income-tax by the successor nothing 
more should be demanded. Death cannot be prevented. This duty presses 
unduly if such successions occur at short intervals in the same family. 

If introduced m India the tax should be on the gross income of the estate. 
On the amount of each individual who shares in the same. 
Q. 139.-Yes. To all three. 
Q. 140.-United Kingdom-Estate Duty. Unfair on all over £10,000. 

Up to £5,000 2! per cent. All over this 5 per cent. 
Legacy duty 5 per cent for all persons. 
Q. 141.-As appropriate in India as anywhere else. From all persons who 

suc'Jeed, or inher1t. I fail to understand (c). 
Q. 142.-Yes. 
Q. 148.-The main point is; value, or income? It should be the latter. 
Incomes from property not exceeding Rs .. 5,000 should be exempt. I cannot 

follow the plea of Sir. James Stephen, as I fail to see why the successor should 
not be as capable of making the property pay as his predecessor. 

Q. 144.-No. 
Q. 145.-Impossible to say. 
Q. 146.-In India we have two nationalities living under the same laws 

and regulations. A tax of this kind should be fair to both (European and 
Indian). A European family in this country dependant on an income from an 
Estate of Rs. 500 per mensem would be in a hard position, whereas an aver. 
age Indian family on such income would be cmp.parative~y well off. 

Qs. 147 to 151.-I am unable to make any comment.s. 
Q. 152.-Yes. 
Q. 158.-No. 
Q. 154.-Yes. I consider the duties excessive as regarils }.\quor. 
The great number of rates merely leads to extortion and oppression, 3 at 

most should suffice, and they should be the same throughout the country fixed 
by the Central authorities. I have before said the making of foreign liquors 
or rather imitations of them, ,in India ought to be stopped. ' 

Local Governments should have no power to add to or lower rates. 
Q. 155.-Indian grown and manufactured tobacco should never be taxed. 
Q. 156.-Yes. Th,ere should be no division of the proceeds. 
Q. 157.-Yes. No. 
Q. 158.-Am unable to say. 
Q. 159.-Do. 
Q. 160.-I mos~ firmly maintain local bodies should have nothing to do 

w1th general taxatiOn, as apart from the usual municipal dues. 
. Q. 161.-I cannot understand the meaning of " surcharges " in this ques-

tion. 
Q. 162.-Yes. Most certainly. 
Q. 168.-No. 
Q. 164.-No. 
Q. 165.-Right in principle. 
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Q. 166.-No. 
Q. 167.-Most assuredly. Central control is essential. 
Q. 168.-Am unable to say. 
Q. 169.-The only thing I can say is that in my opinion there are far to<> 

many " staffs " more especially in all Executive departments. These are on 
enormous expense, there is no proper supervision over the subordinates who 
consequently do as little honest work as possible. There is great scope for 
economy combined with efficiency. I am unaWe to say what combinations are 
possible. 

Q. 171.-Absolutely true. I write plainly and remark that the main trou­
ble in this country is " corruption." It is rife throughout the land, and ever 
will be. I do not for a moment contend it does not occur in England and other 
European countries, but it is a thing inherent in all the East. 

Written memorandum of the Bihar Planters' Association. 

With reference to the questionnaire forwarded with your letter No. 97-T. 
of 20th December 1924, I have circularized the members of the North Bihar 
Branch, European Association, with a view to finding out the average ex­
penditure incurred by a man drawing Rs. 500 per mensem, which sum can 
be taken as the average pay drawn by planters and others in this district. 
The average yearly expenditure under:-

1. Imported stores 
2. Clothing 
3. Petrol and car expenses 
.4. Bazar 
5. Medical 
6. Miscellaneous including servants 
7. Holidays (not allowing for trips home) 
8. Travelljng 
9. Unforeseen 

Gives a total of 

Rs. 
760 
735 
780 
600 
255 

1,590 
485 
220 
385 

5,810 

This represents the expenditure incurred by a bachelor. Many I may 
say are married and have to meet the expenses of a wife and family, which 
includes education and extra insurance premiums. It means that a single 
man can barely live on the pay he draws and if he has no private means can 
save nothing, while a married man without private means must get into 
debt. 

It may be said that a motor car is an extravagance. Isolated as one is 
in most Bihar factories, a motor car is a necessity, and costs less than it 
would to keep a trap and horses which would be the only alternative. (I may 
mention that the price charged for petrol is a disgrace ·to those responsible, 
and to the Government that permits it). The budgets have been submitted 
on figm·es carefully based on actual expenditure incurred, and in most cases 
have not included wine, spirits and tobacco. In one case, the writer men­
tions that he has had 10 months leave in 41 years, funds not permitting such 
a luxury as holidays. In no case has the cost of occasionally entertaining 
one's friends been allowed for. The burden of taxation and the import duties 
on all commodities necessary to the European in this country must be re­
moved and taxation levied in such a way that the revenue required will be 
more equally'derived from Europeans and Indians. A poll tax would in 
large measure remedy the evil while a system of Premium Bonds on which 
interest at a low rate would be paid with periodical drawings for prizes would 
attract all residents in, and inhabitants of the country. 
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The life of the British non-official of small means in this country :is one 
long up-hill fight against climatic cou~itions an~ penury and t_h~ difficul~y 
of giving his children a decent education accordmg to the ~raditiOns of· h~s 
race. He gets no consideration on any point. No Commission comes to his 
rescue to help with passages home, increased pay, or c?~pensation of o!le sort 
and another and yet he is the backbone of the Auxiliary Force India and 
among the first to volunte~r when war. bre.aks out. ~e is. str.aine~ to break­
ing point and unless some mducement IS ~Iven to retam him ;n t_his countr_y, 
India will soon come to the end of what IS already a fast dwmdhng and ells­
heartened community. 

Mr. Manners gave oral evidence as follows:-
The President. Q.-Are you representing the Bihar Planters' Association? 
A.-Yes, Sir. 
Q.-Are you a member of the Association? 
A.-I am not a member, but I was asked to represent the Association a3 

being the cldeat planter und one of the most experienced. I was a member 
of the old Association before it was formed into a limited company. 

Q.-Is it an Association of employers or ii! does include the employees? 
A.-I mean to say a manager of an indigo factory can be a member of the 

association if his concern is a member of the association. If the concern 
is a member of the association, then, of course, the manager is a pro forma 
member. 

Q.-He would represent the employer? 
A.-Yes. 
Q.-A man on Rs. 500, would he not be generally an employee? 
A.-He will be in a dual position. In his position as manager he might 

represent the other partners as well as himself. 
Q.-Rs. 500 would represent the manager's salary? 
A.-Yes.• 
Q.-Would there not be a commission in addition? 
A.-Yes, Sir. He would also get certain allowances for horses and so on. 

He would either get the horses from the factory or he would draw an allow­
ance for them. 

Q.-Bo there would be very few people who actually get Rs. 500 as their 
whole income? 

A.-They draw their salary in this way. The manager gets his pay Rs. 500 
or Rs. 400, whatever it might be, and gets a 5 per cent commission on profits 
and he is allowed certain allowances. His allowances are for food, fuel and 
lighting, etc. 

Q.-It includes a free house also? 
.4..-Yes, Sir. 
Q.-Do they get free servants? 
A.-They don't get servants free. They are only allowed a free chaukidar 

in charge of the bungalow. 
Q.-So that the actual income would be something more than Rs. 5oop 
A.-Yes. 
Q.-Now you have ~ivan us an outline of the income and the expenditure 

of a man of the standmg of manager P Could you give us an idea of the 
amount he pays as taxes? 
. A.-I canno~ give you an exact ~ccount of. the ~axes paid. He pays tax~ 
m all sorts of different ways. For mstance, If he IS found of liquor he pays 
a duty on liquor. ' 

Q.-May we begin now with land revenue. What amount of land revenue 
does he pay? 
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. A.-He does not pay land revenue himself, but the concern pays it. They 
differ as the case may be. I speak personally ; the little property I have i& 
entirely my own. It is split up. I have got portions here aud there. I 
have these lands in perpetual lease. I pay Government revenue and oes~es. 

Q.-Could you tell us actually what is the proportion of land revenue you· 
pay to the average profits of the concern? 

A..-I am sorry I cannot tell you that. We do not go into details. On!" 
balance sheets are very rough ones. 

Q.-Supposing your land revenue is "X," and your profits are "Y," coni& 
you tell us what fraction X is over Y? 

A.-No, Sir. Unfortunately I had no hint of this question. If I had I 
could have worked it out and given you the figure. All that I can say is that. 
I pay a pretty large sum in the shape of Govetnment revenue. 

Q.-Could you give us the figures later on? 
A.-Certainly I would try to give them to you. 
Q.-I want to know what proportion of your profits you pay as iand: 

revenue? 
A.-Certainly I would work it out and send ·it to you. If I am able to da. 

so, I will certainly give it to you. 
Q.-Can you tell us the percentage of land revenue to the economic rent? 
A.-Will you please explain to me what you mean by economic rent? 
Q.-I mean the net return. The net return from the concern after deduct­

ing the cost of working? 
A.-As far as I am concerned, I can very safely say I have had no profits 

for the last nine years. I think that is the position of most of the planters. 
We did very well when indigo was doing well; now that indigo is smashed up, 
we are losing very heavily. 

Q.-Even in the last few years when there were bumper crops? 
A.-No. We have not had bumper crops lately. Our crops have failed·. 

Now the wheat, barley and other crops are being reaped. It is just now being. 
cut everywhere. Our cold season crops were practically a failure and the wet 
season crops promised to be bumper crops, but unfortunately everything was· 
washed away by the floods. Down came the floods and swept away practi­
cally the whole thing. That is the condition of a great many planters. 0£ 
course, in the South they did not suffer as we suffered in the North. The· 
tesult is now that I do not know how to make both ends meet. I do 
not know the condition of my brother planters, but I hear that conditions are· 
the same with them. 

Q.-You are working on the sharing system? 
A.-Yes. 
Q.-You· are not cultivating yourself? 
.4 .. -No. 
Q.-You sublet your land? 
A.-Yes, on the batai system. It is divided into five ·shares; I take as· 

landlord %th and give the tenant %th. 
Q.-You pay the whole land revenue? 
A.-Yes. 
Q.-You pay the whole of the cess? 
A.-Yes. With regard to my milkiyat, I pay all the cesses. The tenants 

have got separate holdings, on that I pay half-anna and the tenant pays half-
anna. I collect from the tenant. . 

Dr. Paranjpye. Q.-Are these annual? 
A.-Sometimes annual and sometimes half-yearly. 
The President. Q.-Do I understand rightly that in spite of the low inci-· 

deuce of the land revenue in a . permanently-settled area, you cannot makec 
farming pay with ordinary country crops? 
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A -That is an absolute fact. I am positive about it. Nobody in Bihar 
-can deny that. With one or two exceptions who are particu!arly well off in 
having money behind them besides what they make from the1r own property, 
:and have done well with sugarcane, the others are very badly off. 

Q.-You say country crops never pay, do you mean to say that in the case 
.of country crops, you suffer from thefts? 

A.-That is the thing. That is why we do not grow crops ourselves. Un·. 
fortunately the Magistrates do not understand the magnitude of ~his crime. 
'The point is this. I have got lands scattered over, say, 9 sq. miles, and I 
<Jannot put a watchman on every plot.. Even if I did, the w!lt~hman and his 
family live upon it. The l~ttle childr~n and others go. on · pwking the crops. 
At first it may look very httle, but m the long run It amounts to a great 
deal of loss. When you see the total loss, it is appalling and you cannot 
control it. The Magistrates are reluctant to punish. 

Q.-If you had your cultivation in a ring fence, you could control it? 
A.-We cannot do that. My lands run over about 12 villages, all scattered 

.about, roughly covering 8 sq. miles. 
Q,<--It depends upon the circumstances in which you acquired each plot? 
A.-Yes. 
Dr. Paranfpye. Q.-In making up the accounts of your business, you of 

•course, take into account the land revenue you pay as part of the standing 
.expenditure of your business? 

A.-Of course, we do. 
The President. Q.-What rights do your occupancy tenants have? 
A.-Absolute right. I can do nothing to them. 
Q .-Can you not increase their rents? 
A.-No, except by going 'to Court. Yon get only 1 or 2 annas increase 

after about 10 or 15 years. 
Q.-In the case of your own lands which you let yearly or half-yearly, yoll 

.can increase the rent? 
A.-Yes, to a certain extent. If the season is very favourable, I may ask 

the tenant to pay one rupee more, that is all. 
Q.-Are they cash rents? 
A.-What I do is this. It is only optional, but the men prefer it. Now 

there is a field and I know practically what that field's yield will be. I estimate 
the cash value of the yield, of course, roughly. I ask the man to pay the 
cash value. Out of that cash value he takes tth and I take tth. So what­
ever my share comes to, they pay me in money instead of grain. That is the 
way I work it. 

Q.-Supposing your normal share is .~th, you can occasionally raise it to 
lhalf? 

A.-I could raise it to anything, but I never do it because it would be fatal. 
Q.-When you take your cash rents, obviously the rents would vary accord­

jug to the prices of wheat? 

A.-I do not make any alteration like that. 
Q.-So that your rents are practically cash r!lnts based on the hypothesis 

that they are equal to fth of the produce? 
A.-Yes. But I want to tell you one thing and that is, what I have said 

is my own experience. \Vhat others do, I do not know. I know some others 
do otherwise, but I have arrived at that stage t>f life when I can manage my 
""'n things without interfering with other people's affairs. There used to be 
11 great deal of difference in other factories over crops like tobacco etc. I do 
~now in those ~actories the custom was for t~e fac~ory to take 3 parts out of 
o nnd the "ultivator to g!lt ~mly 2, b~t ag!unst this ~he factory supplied the 
ma~UI·e. The re~use of mdigo, what we call seet, IS admitted by all the 
~~ncultural c~emists to ~e the finest manure for any agricultural produce. 
'-' e used to give them this manure. They used to cart it away a.nd we gave 
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and the cultivators got only 2. I do not do anything like that. 

Q.-What is the rate of wages roughly for an agricultural labourer in your 
part of the world? 

A..-:-That varies very much indeed upon the particular time of the year. 
Somettme you can get a cooly for a couple of annas and sometimes you cannot 

. get him at all. 
Q.-The wages in your part of the world are very much lower than in other 

parts of India? 
A..-I do not know that. 
Q.-What is the pay of the village chaukidar? 
A..-His pay is Rs. 5 or Rs. 6. 
Q.-The village school master's pay? 
A..-I camiot say that. 
Q . ..:...What is the wages of a syce? 
A..-We used to get him for Rs. 5 a month without food, but at the same 

time you must remembe~ they are our own tenants. Thej' have got land~ and 
they are doing fairly well. 

Q.-You do not give them a plot of land free? 

A..-In factories the great number of them get a little bit of land round 
their houses free and we generally help them with bamboos, etc., for consttuct­
ing their houses. 

Dr. Paranipye. Q.-What is the average size of plot you let? 
A..-There is no limitation. . 
Q.-What is the usual size of a small farm? 
A..-A man who, you might say, lives practically by labour on the land, 

that man may hold as a tenant anything from half a bigha to 2, 8 or 4 bighas. 
Q.-Is this enough for him to live upon for the whole year? 
A.-No, he works as well. 
Q.-But the whole community lives on the basis of land? 
A..-Yes. 
Q.-They do not do other work? 
A.-"'hy, they work for me as daily labourers. 
Q.-The agricultural occupations are seasonal occupations? 
A.-Probably so, but I try and suit my need to their time. I do not ask 

them to give me their ploughs, when it is of paramount importance for them 
to plough their own land. 

Q.-If they get enough work during the remaining period, say six month'!,. 
it is sufficient? 

A..-That is quite sufficient for ordinary families, I mean to supply t:tdir 
bare necessities, that is to say, with actual food. I may say that their food 
is more or less provided from the land. Then anything that they may make 
over and above that, they utilise for buying clothes, expenses of marriages· 
and other thing». 

Q.-.A:re there any cottage industries in your province, such as spinning or· 
biri-making for instance? 

A..-There are none or very little in Bihar, 
Q.-They do not manufact11re their tobacco into biria? 
A..-No. 
Q.-.A:re there any persons who own no land and who are merely dail.v 

labourers? 
A..-Yes; but they are few. 
Q.-Those few stay during the agricultural season and go away during the 

Temaining period? 
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A.-Sometimes a number of them would go off to Bengal at the ti.me ~ 
nutting the jute or they go away at certain times for the paddy cuttmg 111 

Bengal. 
Q.-Would it be right to say that in the case of these daily labourers th~y 

would be practically engaged every day for six months of the year at a certam 
·rate of wages and for the remaining six months they would be engaged fot 
about a fraction of the"ir time? 
· A.-I think you may say that out of 12 months they are practically e~g~g~d 
for 9 or 10 months. They are getting enough to live upon; I do not say 1t 1s m 
luxury. . . 

The P1·esident. Q.-Could you tell us what the yield of tobacco is per acre I 
Is the yield very variable? 

A.-An acre of good tobacco ought to yield (dry leaves) about 10 maunds. 
Q.-I£ it is grown on bad land, does it give much less? 
A.-Yes. In a year of floods and tremendous moisture like the present one, 

ihe land becomes impregnated with what we call usur which is a kind of salt ; 
a gi'eat deal of the salt gets washed away and the cultivators e1·ow chillie~ 
or tobacco in their ordinary lands. 

Q.-What will the yield be then? 
A.-About 5 maunds; the yield would vary from 5 to 10 maunds. 
Q.-What do you say to taxing tobacco on. the acre cultivated? 
A.:_I think that it would be unjust to put a tax on tobacco; but if you 

are going to do it, that is the fairest way, beeause you will never get at the 
nuttum. 

Q.-Would the poorer classes in your locality prefer a tax on tobacco to a 
tax on salt? 

A.-Most certainly, they would prefer a tax on salt. I want you to under­
·stand that, as far as North Bihar is concerned, the cultivation of tobacco and 
chillies is praetically in the hands of cultivators. The laboul"ing classes, the 

.flmaller men, do not go in for them. The'good agriculturist, perhaps a man 
who has 20 or 30 acres under c).lltivation, would have an acre or two in 
tobacco and 4 to 5 acres in chillies. 

Q.-What are the stages of the preparation of the tobacco? 
A.-The year is divided into two divisions. One is called the cold season 

crop, which is now being cut. I£ a man is going to put tobacco on a plot 
nf land he must not cultivate it in the rainy season, because tobaceo takes 
·a great deal out of the ground. He should plough the land, perhaps every ten 
days; after that, the tobacco is sown and planted; then he gives the land 
a thorough ploughing again in order to level it. 

Q.-What does he do for the process of curing? 
A.-He does nothing except drying the leaves. 
Q.-Does not he hang them up at all? 
A.-No. 
D1·. Paranjpye. Q.-Does he cut the whole plant or does he cut the leaves! 

A.-He cuts the whole plant near the ground. Then he just lays them 
on the ground in the sun and takes them out and packs them into bales ol 
~ertai~ sizes for sale. To?acc~ buyers theu come round and buy them. Thera 
·;s a big tobacco factory 111 Bihar, called the Indian Leaf Tobacco Compan3 
near Samastipore. There tobacco is not prepared; they simply dry the Jeave3 
in large quantities, take the stick and rib out of the leavea and send them 
io the Factory at Monghyr to be made into cigarettes. 

Q.-What do they do with the sticks and ribs? 
A.-They sell some of them for manure purposes and they sell some of the 

dry root for making snuff. 
The P•·esident. Q.-How long does the drying take? 
A.-In fine weather, over 15 days. 
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Q.-Is there any process of fermentation? 
A.-8light fermentation does take place. Generally speaking, the cuHiva• 

tor puts the tobacco out for drying, in the evening he takes them all up nndi 
lays them in a pile. A certain amount of sweating goes on; it is mild fer­
mentation .. He does not rea~y kno~ any scientific reasons for that; I speak 
from expenence. Next mommg agam he lays the tobacco down in the sun 

. and this process goes on until the leaves are perfectly ·dry. 
Q.-When the leaves are perfectly dry, are they in the form in which -they-

are ordinarily consumed in the hazar? 
A.-Yes. 
Q.-Does he make a twist of it or anything of the kind? 
A.-No. 
Q.-Does the manager of the factory pay income-tax? 
.4.-Yes, on his pay. 
Q.-On his profits? 
A.-Of course. 
c.-Are they not income derived from agriculture and so exempt? 
A.-That was the point I pressed, but Government consider this a manu--

facturing process. 
·Q.-But under the Government of India rulings, it is only on the manufac­

turing profits of the tea planter or the sugar factory that income-tax is levied .. 

A.-In fact they are more agriculturists than we are. If the tea planters­
have to pay, then we are bound to pay. 

Q.-They pay on the profits of the processes of manufacturing tea as dis­
tinct from the cultivation of the tea plant. They keep two sets of accounts,. 
one to the stage up to the end of the cultivation, and one to the manufacbure 
and sale. 

A.-Practically we did the same, but our way of calculating profits was a 
very rough one. We are not business-men. If I sold a certain quantity of: 
indigo at a certain price, the price I received leas my expenditure was the· 
profit and I got my 5 per cent. 

Q.-I am trying to get away from indigo. At present are you preparing. 
any article for the market? 

A.-No. 
Q.-Bow are you liable to income-tax then? 
A.-I do not say I am now. I am paying income-tax only on my own• 

salary now. 
Q.-A manager under a company would have to pay income-tax on his­

salary and on his commission? 
A.-Yes.· 
Q.-But will not his commission be directly ii10ome derived from :lgricul­

ture? 
A.--Government do not differentiate that. A manager's pay, allowances· 

and commission form his emoluments, and he is liable to income-tax on his total' 
emoluments. 

Q.-Does not the customs duty fall heavily on a European getting Rs. 500-
a month? 

A.-If I want a bottle of whisky, I have now to pay double of what I paid 
years ago. 

Q.-That is the same all the world over. 
A.-Yes. 
Q.-What about the duty on motor cars? 
A.-It is an iniquitous duty. When I first got IDY: car, it was perhaps 31 

luxury; but now to a planter a motor car is a necess1ty .. I do all my work 
in my motor car. 
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Q.-That tax would only affect you when you get a new car; you do- not~ 
very often do it? 

A.-That is true. I was saying that a motor car is not only necessary for 
& European, but thousands of Indians employe~ as Eng~neers or Health Officers­
find it very useful. A large number of Indtan zammdars round about .¥.1-Y, 
part have got motor cars. Motor cars are very cheap to run. Before r· liad 
my car, I had to keep 12 horses to do my work. 

Q.-Take the case of subordinate officials;· do you think they do their work. 
better in motor cal'S? 

A.-Yes. 
Q.-They sometimes run the travelling allowance rules to death. 
A.-Very considerably. · 
Q.-Have you ever heard of men drawing more than their pay as travelling:· 

Bllowance? Is not the motor car a luxury in this instanc-e? 
A-.-No, you could control such cases. The advantage of a car is that: 

a man oa.n get over a larger area in a shorter time. If he rides a pony, he· 
has to wait to get some one to hold it. He does a great deal more solid work: 
by using a car. · 

Q.-Does not that depend to a great extent on the work he has to do? 
A.-These men have plenty of work to do. 
Q.-If they run about on motor oars, they fail to see things that they ought·. 

to see. 
A.-That is to some extent true. 
Q.-What about imported tobacco? 
A.-You have to pay a fabulous price for that. 
Q.-What other tax does the European on Rs. 500 a month pay? 

A.-The price of his clothes is doubled. 

Q.-There is an import duty on clothes? 
A.-Yes, the prices of his stores have also doubled. Everything has more· 

or less doubled in price. 
Q.-Really the whole of your case is against the large increase which i~· 

taking place in recent years in the import duties. 
A.-That is part of it. 
Q.-You mentioned your experience of the District Board and told us that 

you pay 1 anna of the rents as cess. How is t-hat ascertained in the· case:· 
of rentals of batai land such as you have? 

A.-That is more or less a kind of fixed assessment. 
Q.-Are you assessed periodically? 
A.-Yes, we have to send in returns, sometimes every five years, so~etimes--

evc•·y three years and sometimes every seven years. 
Q.-Is that practically the only District Board tax? 
A.-Yes. 
Q.-Does that supply sufficient money for the District Board service-s? 
A.-As far as my district is concerned, I may say that it is not at all wen: 

managed. 
Q.-Have you got any colliery in it? 
A.-No. I maintain that the object of a road cess is to improve the com-­

mun:cu.tions. Enorl?ous sums are ~evote~ out of the road cess for other pur­
pnscs, mstead of bemg devoted for tmprovmg the roads. That was one reason< 
why I resigned my membership of the Board. 

Q.-Is it devoted, for instance, to education? 
A.-Yes, to education, and sanitation including Health Officers. 1hen 

enormous sums are spent out of the road cess for building rest-houses, but the­
tax-payers are not allowed to use them. 
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Q.-Are you liable to an education cess under the Primary Education AcH 
A.-I have not paid it so far. 
Q.-You are not in a union; it can only be enforced in a union or munici-

-pality. • 
Dr. Paranjpye. Q.-The whole tenor of the statement submitted by the 

Planters' Association shows that the plant€rs' life is not a. bed of roses. 
A.-No, it is not, because we are not making money enough to get out of it. 

· The aim of every man, whether he is a. commercia.! man or agriculturist, i~ to 
retire after a. certain number of years. 

Q .-Seeing that the life is so hard and the business hardly paying from 
the point of view of the proprietor, new people -are not taking up this planting 
business? -

A.-Only very few are coming forward. All the factories are being sold up. 
I will myself sell to-morrow if only I can get three-fourths of its value. T am 
now making nothing. It is very difficult to make one's bread and butter. I 
am not making a. full return on the capital. 

Q.-Have you read the memorandum sent by the Planters' Association? 
A.-Yes. -
Q.-The last paragraph of it says "The life of the British no)l-official of 

small means in this country is one long up-hill fight against climatic condi­
tions and penury, and the difficulty of giving his children a decent education 
according to the traditions of his race. He gets no consideration on any 
point. No Commission comes to his rescue to help with passages home, 
increasecl pay, or compensation of one sort and another, and yet he is the 
backbone of the Auxiliary Force in India and among the first to volunteer 
when war breaks out. He is strained to breaking point, and unless t')me 
inducement is given to t·eta.in him in this country, India. will soon come to 
the end of w·hat is already a fast dwindling and disheartened community ". 
Do you agree in this statement? 

A-.-Yes; it is a very plain fact. I will put it in another way. I came 
out to this country when I was a boy of 18 ancl have never gone back. I have 
got a son who is in the Navy. If I could get just enough to keep myself 

· and my wife-! do not want any luxuries-! would gladly live here. What this 
statemeiJt really means is that we t-annot stand more taxation, I mean the 
European community. I quit-e admit that taxation is necessary and you can­
not carrv on Gove=ent without taxation. But if any taxes are necessary, 
then they should be such that would hit all equally. In my opinion, a 
perfectly legitimate tax is the tax on money-lending. 

Q.-Do any planters go in for money-lending? 
.4 .• -No. They only borrow. 

Mr. B. A. COLLINS, I.C.S., M.L.C., D.irector of Industries, Bihat 
and Orissa, was next examined. 

Written memomndum of Mr. Collins. 

LocAL TAXATION. 

With reference to questions Nos. 106 to 118, I have studied the 9-uestion. of 
local taxation in Bihar and Orissa so far as it refers to educatiOn, whiCh 
is usually classified as " na.tiona.I " or " onerous." 

2. In this province, with a few exceptions, Distr}ct Boards, "~_Vhich are 
Tesponsible for the administration and control o! primary ed~catwn, have 
only one source of taxation, the land cess. Th1s they may liDpose up to 
a maximum of one anna in the rupee of the rent paid for any land, and 
in practice all the Boards have imposed the maximum cess. As the law 
stands, they are at present unable to raise any more funds and the only 
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possible growth of revenue springs from the process known as· " cess re 
valuation " bv which the profits from land and other sources are revalued 
periodically. The actual increase which they could obtain ~his Wfl:Y· is, ~ 
a rule, very limited. A few fortunate Boards have coa:l mmes m ~heti 
districts and obtain very large incomes from cesses levted on these mllles. 
Speaking generally, however, the resources of the Boards are definit~ly 
limited and cannot be substantially increased. Many of the Boards recelVe 
an extremely small income from their land cess; others obtain a relatively 
large one. But it does not follow that the inl~abitants of the ~istricts with 
small incomes are really poorer than those wtth large ones, · smce the cess 
collected depends simply on the rent which the cultivators pay. In point 
of fact, in some districts where the rent level is low, the raiyats are extremely· 
well off and can easily afford to pay higher local rates. The distr}ct of 
Singhbhum is a case in point. I myself was employed for two years 1n the 
preparation of the record-of-rights in that district and know the local . con. 
ditions of a part of it fairly well. I consider, and the present District 
Officer, who has been stationed there. for some years, agrees with me that 
the cultivators in this district, many of whom also seek employment in the 
Tata Iron and Steel Company, and other C'Ompanies operating in the district, 
could well afford to pay twice or three times the present local rates. 

3. On the other hand, some of the districts, which have a very high cess 
income, are not bett-er off than those which have limited ones. For instance, 
the three districts in the Patna Division-Patna, Gaya and Shahahad­
enjoy, with the exception of one coal disttict (Manbhum), the three highest 
cess incomes. This is due to the fact that the produce rent system is pre­
valent in this Division and the landlords thus obtain a much higher share 
of the produce of the land than they do in North Bihar where cash renbs 
11re usual. It might indeecl he argued that under tlu\' present system the 
m01·e the cultivators are rack-rented, and therefore, the less well off thej1 
are, the higher rate of local taxation they have to pay. This is not entirely 
true, but there is a great deal of truth in it. On the whole, the C'Ultivators 
of Patna Division are not relatively badly off, and I certainly do not think 
that the local taxation weighs heavily on them. But this very fact tends to 
show that the cultivators in North Bihar are relatively lightly taxed and 
coulJ, I think, easily pay double the present local rates without feeling 
them. All this seems to show that the principles of local taxation in this 
province require to be changed. In the " pre-Reforms " days any such 
change was always resisted on the ground that the District Boards were not 
truly representative of the people, since most of them consisted of nominated 
members. This argument no longer holds good, since most of the members 
of all District Boards are now olected on the same franchise as that adopteci 
for the Legislative Council. In point of fact, extra local taxation is badly 
needed for primary education. But before discussing this point, I will 
tum to the aspect of the matter that hi raised in questions Nos. 117 and 118. 

4. In considering the manner in which local bpdies should share with the 
Local Government the burden of nation11l or onerous ~ervices, it is not uossible 
to make any very valid comparison with the conditions in Great Britain. 
There the resources of the local bodies are drawn mainly from the land 
while the. Central Governm~nt relies on income-tax, customs duties:. 
death duties, etc., etc. It Is true that owing to the. way in which 
the Ia nd tax is assessed by local bodies, it is distributed fairly 
eve':'ly among all cla~ses, but in considering the share which the local 
bodi~?S a~Id the Central G~vernment should bear in an impnrtant national 
servtCe h_ke that of educatwn, one must he influenced by ~he fact that the 
taxes levied b~· the Central Government are paid somewhat disproportionately 
by the wealthier classes, and on the whole by those classes who at any rate 
do no~ bear more than their proportionate share of the local c~sses. There~ 
fore: m ~o far as the Central Government contributes towards the cost of a 
ser~tce hke education, it probably results in the wealthier classes contri. 
b_utu~g m?re t_owards it ~han they would otherwise do. In India the situa­
tion ts qutte dtfferent, owmg to the fact that there is a federal system. Thos& 
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·sources of revenue on which the Central Government in Great Britain relies 
are mainly enjoyed by the Government of India and there is not so much 
·difference in kind between the taxes levied by local bodies and the Local 
•Gove=ent. One-third, approximately, of the income of the Lo~al Govern­
ment is derived from land revenue, while most of the resources of the local 
bodies are also derived from the land. The other main source of revenue of 
ihe Local Gove=ent is excise, and, if anything, in India this is contributed 

· disproportionately by the poorer classes. Stamps, another large source of 
provincial revenue, are also contributed fairly equally by all classes. In 
considering, therefore, how the cost of education should be shared between 
the Provincial Government and local bodies, it is hardly possible to apply 
the analogy of a country like Grer.t Britain. I myself have not any ex­
perience of the systems of other federal countries. The considerations which 
should carry weight in deciding how, if at all, the cost should be shared seem 
to me to fall under two heads-(!) As the local bodies do and must. administer 
oand control primary education, subject to certain conditions laid down by 
-the Local Government, it seems most desirable that they should bear a sub­
ostantial part of the cost. If it was entirely financed by grants from the 
Provincial Government, there would be a tendency towards extravagance. If 
-the local bodies know that they have io pay part of the cost, this would 
tend to make them more economical in their administration. (2) Some 
districts are more backward than others, and in spite of what I have said 
ll bove some are really poorer than othe •.·s. If local bodies had to finance 
iPrimary education entirely, the results would be that while some of them could 
t.tford to introduce free and compulsory education in the near future, others 
would be left behind for many years to come. This is certainly not desirable 
'in the general interest either of India or the province as a whole. Progress 
must be generally equalised as far as possible. These two considerations 
oseem to make it necessarv that both the Provincial Government and the local 
bodies should contribute· their fair share towards the cost of primary educa­
tion. After careful consideration, it seems to me that the best proportion 
·would be half and half. 

5. If the money required for introducing free and compulsory education, 
-which is estimated roughly at one crore recurring, is to be raised in this 
province, this can only be done by a cess on the land. The total amount at 
present raised by the one-anna cess is roughly Rs. 70 lakhs (of which several 
lakhs come from coal), and although public opinion is no~ yet sufficiently 

oStirred to favour District Boards being given power to raise ail much as may 
l>e necessary in each case, at least they might be given power to raise a 
special cess earmarked for primary education not exceeding half an anna 
in the rupee of rent. At the same time the Provincial Government might 
be empowered to levy another half-anna for the same purpose. If legisla-­

·.tion on these lines were introduced, it would be possible for the Local 
•Government to undertake to add an equal amount to whatever sum was 
raised by any local body for the purpose of education. The money raised 

·by the Local Government would, of cours~, be ~evied equally thr~ughout the 
;province, and there would thus be an mcentive fo! local bod_Ies to levy 
additional rates for educa-tion in order. that they might share m the pro­
·ceeds of taxation which would .be levied on them as well as on the rest of 
'-the province. 

6. Unfortunately there is considerable nervousness in this province 
about extra taxatio~ and public opinion is certainly not yet ready to im­
pose extra taxes for ~ven such an object as p~imary educati~n, which is ~ow 
becoming more and more recogmsed as essential for the national well-bemg. 
·This nervousness extends even to giving local bodies power to tax themselves, 
partly, I suppose, because the general public do not trust those 'Y~om they 
elect as their reprEisentatives, and partly because they are n?t WI~g even 
to run the least risk of extra taxation being imposed. This attitude has 
·been made very obvious in the Loc~ Legislativ_e Council. While, therefore, 
1 have given my opinion, as to the hues on which progress should be made, 



I fear that any attempt to introduce new taxation for education· is not 
1really feasible at present. 

NEw souRcEs oF TAXATION FOR THE PROVINCIAL GovERNMENT. 

The only two new sources of taxation, which would bring any substantial 
income to the Local Government which I have at all studied, are coal and 
'lac Although I do not personally think that a tax of a few annas on coal 
wo~ld be such a very great burden either to the coal industry or thoS\1 
dependent on it, still I recognise that the opposition from t;he Govern~ell;t 
-of India and other provinces to any such tax would be. so great that 1~ 1s 
Teally impracticable at present. I, therefore, do not propose to waste time 
discussing it. 

2. The case of lac is somewhat different. Lac is practically the monopoly 
of the Indian Empire. The only other countries that export a. little lac are 
'French Indo-China, Siam and the Straits Settlements; but their exports are 
negligible; On the other hand, a very large proportion of the lac producea 
in India is exported and the possibility of an export t'ax, therefore, naturall' 

-suggests itself. This is all the more attractive because the fluctuations in the 
price of the finished article are so great that it seems hardly likely that 
·a small tax on shellac or stick-lac, as the case may be, would have any 
appreciable effect on the industry. This industry has been carefully 
examined by Messrs. Lindsay and Harlow, whose report is published as 
Vol. VIII, Part I of the Indian Forest Records, and I presume that the 
members of the Committee have access to this report. It will be seen from 
'the statements on pages 78-79 that it is estimated ·that just half the lao 
produced in India comes from Bihar and Orissa, i.e., about 670,000 maunc\s 
·out of 1,127,000 maunds of stick-lac, This estimate is confirmed by the 
figures given in the " Report on Trade carried by Rail and River .in Bihar and 
'Orissa " in the official year 1920-21, the last year for which these figures were 
publiRhed. From page 29, it will be seen that the exports of lac, that is, 
shellac and stick-lac ·combined from Bihar and Orissa, totalled 332,000 
maunds. Allowing for loss in conversion from stick-lac into shellac, this 
corroborates the ·figures given in the statement already mentioned fairly 
dosely, since these estimates are necessarily somewhat vague. Again, accord·· 
iug to the statements on pages 88-89, it will be seen that the average 
exports from 1914 to 1919 were in the neighbourhood of 200,000 cases or· 
400,000 maunds, and these exports consist mainly of shellac, as will be seen 
:from a reference to the "Accounts for Sea-borne Trade· and Navigation." 
Since 1919, the exports have steadily increased, and for the ·year ending 
.March 1924 they amounted to 520,000 maunds. For the nine mouths ending 
:31st December 1924, they have shown some falling off, but are still higher than 
1for the corresponding period in 1922. 

3. This increase in demand has taken place in spite of the fact that of all 
·commodities, I imagine that lac has lost the least in value since the boom 
·period after the. war. The price quoted in "Capital" for the-6th January 
for T. N. is Rs. 134 as agains~ less than Rs. 100 per maund in Calcutta 
·in January 1919, and the previous highest price of Rs. 110 a maund in 
1906. During the intervening period, it has maintained e. high level and. 
'has been up to Rs. 240. Under these circumstances, I am unable to see that 
·there is any danger in putting a small tax on lac. The conclusions reached 
by Messrs. Lindsay and Harlow (see especially page 95 of their report) are 
·that there is not much danger from substitutes, but that in the interests .~f 
·the industry measures should be taken for increasing the supply of lac and' 
equalising the crops so as to make such danger, e.S did exist, less formidable. 
I cannot, however, myself see how the imposition of tax of, say, Rs. 5 a 
maund on shellac would be any serious danger to the lac industry, while 
·such a tax might bring about twelve lakhs to the provincial exchequer . 

. 4. The collection of _the _tax would not cause any great difficulty.. The 
·simplest way of collectmg It would be as an export tax to be divided in 
:agreed-on proportions between the various provinces concerned; but another 
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l!lethod would be by a levy on the despatches by railway, stick-lac and 
shellac being assessed separately. Difficulty might, however, arise in cases in 
which stick-lac was booked to factories for manufacture into shellac. I 
think, therefore, that, on the whole, an export tax would be the simplest. I 
have not been able to go into much detail regarding the method of collection, 
because the int.ereste concerned are naturally much opposed to such a tax, 
.and I have not been able to obtain the necessary information. This could 
easily be gathered, however, once it was anno\\nced that the tax was 
accepted in principle and the cO-Operation of the Indian Lac Association 
was invited as to the best method of levying it. 

5. This tax is proposed as a provincial tax. Bihar and Orissa, like other 
provinces, suffers very much from being unable to share in the profits of 
industry. Big concerns like the Tata Iron and Steel Company are white 
elephants, because the income-tax from them is collected in Bombay or 
Calcutta, while the Government of India gets customs duties and the profit• 
of railways. If any tax is to be levied on this industry, therefore,. it should 
go to the provincial Governments in order to assist them in providing the 
services which these large industries require. At the present time, the Local 
Government have to provide services in respect of police, magistracy, etc., 
and get no assistance from the taxation which they pay. 

Mr. Collins gave oral evidence as follows:-

The President. Q.-Can you tell us what the pay of a teacher in a primaty 
school is? 
• A.-There are a certain number of minimum stipends laid down by the 

Government according to qualifications. A trained teacher who has · pBSRP.t 
the middle vernacular stage should get Rs. 12 a month plus the fees that lw 
may get from the students which come to about Rs. 3 or Rs. 4 a month on an 
average. For a man who has passed the upper primary, the ·minimum stipend 
is Rs. 9 if he is trained and Rs. 4 if he IS untrained, plus the fees that he 
collects. Actually, of course, in Board schools higher rates are paid; but 
most of the gurus are what we call stipendiary gurus. 

Q.-The Boards have only one sort of taxation? 
A.-Yes; for practical purposes. I am not very strong on the Local Self­

Government Act, but practically they have very small incomes from pounds, 
ferries, etc. The chief source of revenue is the cess on land and also on mine!J 
in some districts. 

Q.-There is no tax imposed except on agricultural land and mines? 
-A.-At any rate no other brings in anything worth having. 
Dr. Paranjpye. Q.-You say, "as the law ~tands, they are at present _un­

able to raise any more funds and the only possible growth of revenue spnngs 
from the process known as ' cess revaluation ' by which the profits from land 
and other sources are revalued periodically". Who does this revaluation? 

A.-Generally a Deputy Collector is lent to the District Board and he d(!es 
it. 

Q.-Is this pra.,tically something like settlement work in the raiyatwari 
tracts? 

A.-He is only concerned with the profits of zamindars and others an~ the 
valuation of produce rents. The cash rent is fixed when the record-of.nghts 
is prepared. 

Q.-Is there any tendency to cook the figures of rent to escape the cess? 

A.-They cannot cook the figures of cash !e~t beca'!se t~t !a in the record­
of-rights· and in the case of produce rents It Is not m their mterest to cook 
them bedause they are bound by their returns of rents in case they. file any 
suit for recovery of rents. 

BiT Perc::J Thompson. Q.-Do you think that any part of the cess should 
fall on the landholder? 



A,:.._Yes; I do not see why ib sholild not. 
Q.-The person who enjoys the amenities provided is the i:aiyat. 
A.-'-But the zamindar draws the rent from the land. 
The President. Q.-In some districts, is not the sub-infeudation so .great 

that it is alinost raiyatwati, say, Chapi:a, for example. The landholder himself 
is a vety small person. . 

A..-The biggest landholder is the Maharaja of Hatwa who owns half the 
district. 

Q.-Is not a great part of the district sub~divided into small estates each of 
which pays its own land revenue direct? · · 

A.-It would be so at any rate in a number of districts where there are no 
''ery large landholders. 

Q.-Ate there many unions in the province? . 
A.-There are very few. At present they only exist in semi~iitban areas. 

We passed the Village Administration Act, with the idea of creating union11 
with wide powers, magisterial and judicial, all over the province and they 
are being established. 

Q.-Will they also be able to levy the pr4nary education cess? 
A.-They may levy a cess or tax which can be used for primary education, 

sanitation, medical relief and so on. There is also a provision in the Primary 
Education Act for the levy of education cess in municipalities and tltat Act 
is also applicable to the Unions. 

Q.-But I understand that no municipality or union is able to put that 
Act in force. 

A.-Yes. It has been in force in Ranchi Municipality for a number of 
years; but it has never raised any cess. It lias now' been applied to one other 
union and that also has not raised any cess. 

Q.~You say, "a few foi'tunate Boards have coal mines in their districts 
and obtain very large incomes from ceases levied on .these mines ". 

A.-Yes. 
Q .~There has been no endeavour as iil tbe Central Provinces to constitute 

separate District Boatiiil in order to enable the coal mines to get the benefit of 
their payments. 

A.-There has been discusaion about dividing the Manbhum district whicli 
consists of the coal area divided by a river from the rest of the district; and it 
looks very much as though a separate disttict will be constituted now. 

Q.~For local purposes? 
· A.-For all purposes. As a matter of fact the division has taken place for 
practically all purposes except tor District Board purposes. · 

Q.-You say, "in point of fact, in some districts where the tent level is low, 
the raiyats are extremely well off and can easily afford to pay higher local 
rates". 

A.-Yes. For instance, in the Singhbhum district, they pay Re. 1 or 
Rs. 1-8 for the best class of lands, though the produce is very good there, 
while there are similar lands in other districts which pay Rs. 5 or Rs. 5-8. 

Q.-There is a maximum at present of one anna in the tupee for the cess. 
A.-Yes. 
Q.--Other provinces put it up to two annas. 
A.-I do not know. 
Q.-Would your Council pass a higher rate? 
A.-I do not think it would at present. 
Sir Percy Thompson. Q.-What I really suggest is that it will be unfair 

to make the cess l!f'aviar. The District Boards are providing certain amenities 
and it is the inhabitants of. the district that should pay for them. The 
landlord may do nothing at all; he merely owns the land. Why should you 
make him pay for amenities which are enjoyed by the other people? , 
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A.-If anything I would tax the absentee landlord more heavily. 
Q.-But when a cess is raised to provide some particular amenity, I fail' 

to see why the landholder who lives elsewhere should be called to pay any 
part of it. 

A.-In the poorer districts all the cess goes to the roads and nothing goes· 
to education and sanitation. Further, the relation between the landholder 
and the tenant in this country is so difierent from that in England that you 

·cannot pursue the analogy. · 
Q.-Even with regard to roads, if it is a fact that you are going to mak~· 

the landholder pa)' because you say that the roads improve his property, the­
improvement should bt> reflected in a higher rent, then only he may pay a 
. higher cess.· 

A.-The rent is by no means fixed. The rent can be enhanced when the 
record-of-rights is revised ; and they do get enhancement when there is a 
rise in prices. 

Q.-But do they get enhancement because the roads are improved? 
· A.-I think it is one reason why districts become more prosperous and the 
price of agricultural produce rises. · · 

Q.-In your view it is right that they should pay half and half? 
·A.-Yes, I think so. 
Q.-I do not quite follow the statement in the beginning of parag!"apli 8 ol 

your memorandum: " Some of the· districts, which have a very high cess 
income, are not better off than those which have limited ones". 

A.-:I was thinking of the people of certain districts. What I mean is this: 
because a district gets a large cess, it does not follow that cultivators are better 
off,. Take the case of Gaya, with which Mr. Brett, your Secretary, is familiar. 
There the landlord and the cultivator share the produce half and half or in 
certain fixed proportions. 

Q.-If you are thinking of the cultivator, I should have thought that it is 
quite opposite. 

A.-As a matter of fact, I think that though the cultivators in Gaya· pay a 
considerably higher rate of rent, they do get a proportionate benefit from their 
land. On the other hand, they are more or less rack-rented. The mere fact 
that they are paying more rent does not mean that the man ia better off. 
Therefore the people in Singbhum can afford to pay two or three annas, where-
as that cess would press heavily on the cultivator in Gays. · 

Q.__:_In paragraph 4 you say, " it is true that owing to the way in which 
the land cess is assessed by local bodies, it is distributed fairly evenly among 
all classes ''. The poor man does not pay much tax. Does lie? · 
· :A.-Under stamps, including re.gistration, he pays. 

The President . . Q.-Does he contribute much of tllat? 
A.-The amount of encumbrance in many of the districts· is very higli·. 
Q.-Are transactions up to Rs. 100 registered? 
11.-Any transaction. in land, though registration is optional, is in practice 

registered. · 
Q.-You say, "as the local bqdies do and must administer and contr~I 

primary education". WhyP 
A.-Because it would be impossible to centralise. 
Dr. Paranjpye. Q.-In Bombay it used to be done till very recently. 
A.-But I think it is a very bad system. 
The President. Q.-You say that you would estimate roughly the cost 

of free and compulsory primary education at one crore. 
A.--'-Yes; the extra cost of giving such education up· to tlie lower primary 

stage only. . · . . 
Q.-in Bombay with a population of half of that in Biha:r;, the alilditional 

eost was estimated to be a crore and 30 lakhs. 



65 

A.-We always consider that Bombay is very extravagant. 
Q.-This is, of course, the lowest possible estimate. Is there any guarantee 

that when these boys come to manhood they would be able to read? · 
A.-No. A large number would probably relapse into illiteracy. 
Q.-They came ~ the conclu~ion in England tha~ there ":as no use in 

having compulsory prunary education uuless you de:fimtely provide for a five-
year school course. . , . , 

A.-Still we regard that as a :first step •. Our Prill!ary Educa~ion Act only 
provides for a four-year school course. Durmg that time they Will read up to 
the lower primary standard. · 

Sir Percy Thompson. Q.-Yo11 say that the revenue might be raised by 
imposing a cess on the land. But would not that be regarded as a breach of 
faith in a permanently-settled area P . 

A.-Some people may say it is a breach. But if the cess is raised for a 
specific purpose and if it is merely to. reinforce a similar local cess, I think 
the matter is different. 

The President. Q.-Would you not need to have a corresponding tax on the 
petty trader and mahaian? 

:A.-Yes. 
Q.-Would you have a tax on companies based <in paid-up capital? 
1.1..-They do pay now the income-tax on the basis of income. I am only 

concerned with the way in which the cost of primacy, education would be 
divided between local bodies and the Local Government. 

Q.-You suggest that the local bodies should be given power to raise a cess 
of half an anna? 

A.-The real method is to give them power to raise as much as they like. 
I only suggest half an anna to start with; the Council would not now give them 
a perfectly free hand to raise it as much as they like. Most of the poor 
district" can afford t'o pay a higher rate of cess. The Boards are only poor 
because they have a low rate of cess. 

Q.-We will now come to your note on shellac. Speaking for myself there 
are two or three points, firstly whether we. should .have a monopoly, secondly 
whether the duty should be imposed on shellac or <in stick lac, all._d lastly 
whether we Should not stimulate the production of substitutes whicll, !'under­
stand, are very largely used in making gramophone records. 

A.-There are various substitutes, but J was informed by Mrs. Norris only 
recently, the head of the Lac Research Institute, that they have all come to 
nothing. 

Q.-The next trouble is, in Germany and America they are making shellac 
out of the stick lac. They can make it more cheaply than is done in India. 

A.-I have certainly never heard that. I should be very much surprised to 
hear that, because they will hav.e to pay· much larger freight for taking· it 
home. · 

Q.-Have they not actually set up factories for that? 
A.r-I do not know. 

~· • 
Q.-If that were so, would you support a tax only on the raw material in 

order to help the local industry? 
A.-I would place a higher tax on the raw material only for purposeS of 

revenue. 
Q.-As regards monopoly, have you got any figures for Siam and Cochin 

China? 
A.-That is given in Messrs. Harlow and Lindsay's report for 1921. 
Q.-I thought the situation has developed since then. 
A.-I could not say. I do not think if there has been any very striking 

development. I read the commercial papers regularly and I have never seen 
anything to that effect. 

Q.-Siam is tak.in~ a larger part. 
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A.-I think it would probably develop in Siam, but the figures of a 
'few years back are here, and I do not think the development has been so verv 
large as to nullify the figures. · 

Q.-The trade is one in which tremendous fluctuations take place. 

A.-It has always been so in the past, before the war, during the war 
and just afterwards. That is one of the reasons which makes me think that 
the tax would not have any marked effect. 

Sir Percy Thompson. Q.-Supposing a tax on the export of iao was made 
a provincial subject, would it not involve making the jute export duty a 
provincial one? 

A.-I .do not see any great difference in principle. 

·Mr. J. E. SCOTT, O.B.E., I.C.S., .Deputy Commissibner, Singhbhum, 
was next examined. 

W1·itten memorandum of Mr. Scott. 

Notes on Taxation of Mines. 

Q. 105.-l. Besides th·e sources mentioned in the question, there are some 
· other items of revenue derived from minerals that deserve mention. 

2. !.:-Income-tax [other than that noted in (2) and (3) of. question 
·No. 105]- · 

(1) Income-tax from managers, higher-paid workers, contractors, etc., 
working on mines. The greater the facilities for mining and the greater the 
encouragement to develop mines, the larger the income from this source. 

(2) Income-tax paid by those who work up the minerals, as at Jamshed­
pur, Kulti, and Burn pur; by those paid to prospect; and by Managing Agents 
who administer mineral concerns. These are all revenue directly produced 
as a result of working minerals, and the more working, the more Income Tax. 
As this form of revenue is the subject of separate and expert consideration, 
I make no observations, except to point out the profit to Government by 
judicious assistance and fost-ering of mineral development. 

!I.-Minor soUTces of revenue- · 
(1) Revenue from certificates of approval. 
(2) Rent paid for occupation of Government mineral lands. 
(3) Prospecting fee anna 1 to Re. 1 per acre. In Bihar and Orissa annns 

2 per acre paid on Government lands. 
(1) is purely a fee, for the certificate is given wholly without discrimina­

tion, and is of no value as a testimonial of fitness to hold concessions. It is 
useful to keep check on those who are interested in mines, and as a source of 
unearned re.,nue. In the latter capacity it is equivalent to the Canadian 
Miner's Certnicate (vide page 42 of Mining Notes). The total revenue under 
this head is considerable; the justification more doubtful. l should prefer 
to abolish both (1) and (3) as impediments to development. They are small 
taxes that clog to some extent the initial processes necessary to the taking 
out of leases, which are the permanent and substantial source of revenue. I 
prefer the United States " free for all " policy in prospecting (pages 3 and 
4 of Mining Notes). I would also urge abolition of nationality restrictions 
upon prospecting. I see many reasons for and none against, our making use 
of foreign knowledge and industry in the prospecting stages. The nationality 
test should be. applied only for holding and developing leases. 

(2) This is at present very small, paid only at agricultural rates for land 
actually taken up and used. Theoretically, the rent should be much higher 
(20 times?) because the land so used ceases to have any agricultural value 
when the miner has done with it, and therefore might fairly be treated as if 
acquired outright, and its rental capitalised. 
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3. Royalties.-The realincome' o{Government must. be from royalties upon 
minerals in Government owned ·land. In regard to th1s, Government may be 
regarded either as the owne:r of the raw material, a dealer with an essential 
commodity to sell, or as a sleeping partner, contributing in kind to the profits 
made. On the first view Government is entitled to a fair price for what it 
sells regard being had to the current price of the article in the open market. 
On the latter, Government is entitled to a fair share in the profits made by 
the partnership. On both views Government is the trustee for a public asset, 
and bound to obtain a fair return from the trust property. The question is 
whether royalties, as at present fixed, are fair from either standpoint. I 
maintain that they are not, and that Government ought to make a substantial 
increase in the royalties charged, or, in other words, that a much higher reve­
nue should be raised from this source. 

4. Taking the various minerals worked in this district on a commercial 
scale, the following figures are given in S]lpport of this contention. Minerals . 
are taken in order of importance, and figures are from actual returns by the 
Companies themselves. 

5. Iron o1·e (hrematite).-Government charges royalty on a sliding scale· 
based nominally on the tariff valuation of Cleveland No. 3 pig iron, which may· 
be taken for general purposes as ranging between annas 2 and 3. I take the 
higher figure, which obtains at present, and examine it to see what percent­
agE:> on profits and what relation to market prices this 3 annas bears.-

. Example 1.-Bengal Iron Company sold iron ore /.o.r. Manoharpur at. 
Rs. 5 per ton. · This. cost them to win, handle, and carry to Manoharpur' 
Rs. 3. Hence they made Rs. 2 per ton profit. Government gets annas· 3, 
and the Company Rs. 1-13-0, or Government gets less than 10 per cent. of 
the profits, From the other standpoint, the value of the ore in situ is Rs. 2, 
i.e., its sale price less cost of extraction and transport to market. Govern­
ment, therefore, sells a Rs. 2 article for annas 3. 

Example 2.-The Indian Iron and Steel Company at Gua pay Rs. 2-6-0 fo:r. 
extraction of ore and Rs. 3-9-0 freight from bunkers to furnace, or say Rs. {\ 
at furnace. This ore would cost them Rs. 8-9-0 delivered at furnace, if they 
bought it (as in one case at least they . actually did). Hence the Company 
saves Rs. 2-9-0 per ton, and pay Government only annas 3 out !If. this· in-
direct profit. · 

6. Kao.lin (China clay)-

Example (1).-Low grade clay, P~ndrasahai lease; 1 mile from Railway 
station: 

Rs. A. P. 

Cost of clay, including all expenses, plus manage-
ment charges 25 8 0 

Sale price f.o.r. Pandrasahai . 36 0 0 

Profit per ton 1.0 f! 0 
Gm·ernment gets Re. 1 and lessee Rs.' 9-8-0 per ton profit. 

Example (2).-High grade clay, Dumuria lease, 7 miles from station: 

Rs. A. P. 

Cost of clay to railhead 24 0 0 

Freight to Ranigunge 7 0 0 

Total cost to market 31 0 0 

Price obtained /.o.r. R~nigunge 60 0 0 

Profit Us. 29 per ton, out of which Government 
gets Re, 1 and lessee Us. 28. 



68 

Example (9).-High grade clay, Bhond lease, 11 miles from station: 

Extraction and management* 
Haulage and freight 

Cost to market (Ranigunge) ) 
Price obtained 

Profit per ton 

Rs. A. P. 
23 8 0 •(Details show re1·lain 
17 8 0 items which nre not 

41 0 0 
65 0 0 

24 0 0 

strict~·· warranted). 

Government gets Re. 1 and lessee Rs. 23. 
7. In the three foregoing examples it is evident that Government does not 

get its fair share of profits. This is a commodity requiring little treatment, 
and commanding a ready sale as a raw material. I consider that two classes 
should be recognised, which might be graded on the silica content, or on the 
price obtained. The higher grade clay can easily afford a royalty of Rs. 5 
a ton, and the lower grade of Rs. 2-8-0. (There is so much high grade that 
nothing else need be worked for years). As an alternative, it might be fairer 
to fix the royalty for the year in each lease as a percentage of profit, i.e., of 
market price less cost of extraction, treatment, freight and haulage, and 
management· charges 25 per cent to Government would leave a large margin 
to lessees, and still increase income at least four times. 

8. Ohromite.-Governnient present royalty 2! per cent. on pit's mouth 
value (i.e., market price less cost of transport from pit to market) . 

.Singhbhum Ohromite Company, 17 miles to railhead (bad roads). 

Extraction cost per ton 
Haulage · 

Total to market 
Price obtained 

Rs. A. P. 
21 0 0 
8 0 0 

29 0 0 
35 0 0 

on Standard (48 per 
cent.), and Rs. 1-8-0 
per unit sliding scale 

Profit on standa:td ore . . , . 6 0 0 
Government takes 2! per cent on Rs. 27 pit's 

mouth value or 11 annas, and lessee Rs. 5-5-0. 
Profit on actual local ere, averaging 45·50 per 

cent is Rs. 3-12-0 of which Government would 
get As. 10 and lessee Rs. 3-2-0. 

9. Man(lanese.-Royal:ty 2! per cent on pit's.mouth value. 
Tutugutu lease, 5 miles from rail (Messrs. Motilal Iswardas): 

Rs. A. P. 
Extraction costs 
Management 
Haulage and freight 

'Total cost to market per ton 
Profit on 45 per cent ore is 
Price obtained 

12 6 0 (NorE:-This can only 
1 8 0 be approximate, as 
8 6 0 figures supplied are· 

uc·t t·el:able in wme 

22 4 0 
respects) 

5 12 0 per lo11. 
28 0 0 fot· 45 per cer.t man­

ga·•ese an 1 n •. 1-12-0 
per unit sliding scale. 

Government gets Re. 0-8-0 at 2! per cent of pit's mouth value. 
Rs. A. P. 

Profit on. actual ore (40 per cent) is . . 24 4 0 
minus • 22 4 0 

or 2 0 0 per ton, 
Government takes As. 6 and lessee Rs. 1-10-0 per ton. 

(NoTE :-This is for a badly worked and low grade proposition.) 
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10. For these two minerals, if Government's sh~re w~re .qua?rupled, anil 

10 per cent taken on pit's mouth value, the resultmg distributiOn would be 
as follows :-

Government. lesseE. 

Rs. A. P. Rs. A. P. 

Ohromite. 

Standard ore 2 12 0 3 4 {) 

Local ore 2 8 0 1 4 0 

Manuanese. 

Standard 2 3 0 5 IS 0 

Local 8 0 0 8 0 

This would go to show that a percent~~oge on pit's mouth value is not o 
sound basis, unless different grades of mineral are recognised and the royalt) 
differentiated. A percentage on profits of 25 per cent. would be much h'iter. 
and would give per ton- • 

Chromite-Standard 

local 

Manganese-Standard 

local 

Government. 

Rs A, P •. 

8 0 

0 15 0 

2 0 0 

0 8 0 

LeBBee. 

Rs. A. P. 

4 8 0 

2 13 0 

6 0 0 

8 0 

Increase of Govern. 
ment share over 

present. 

Rs. A. P. 

0 13 0 per ton. 

0 :: 0 

7 {) 

0 2 0 

11. All round, therefore, there would seem to be a strong case for a sub­
stantial raising of royalties, or, put otherwise, for a fairer distribution of the 
profits between the public owning the raw materials, and the private company 
mining them. If this were combined, on the one hand, with the abolition of 
taxation on the preliminary stage of prospection, and of local ceases, and, on 
the other, with a larger expenditure of local revenue within and upon the 
mining areas, there would be much less opposition to the raising of royalties. 
Taxation would be simpler, fairer, and more productive. The question of a 
greater return to contributing companies is dealt with below. 

12. Cesses on Mines.-When dealing with taxation of mines or revenue 
derived from mines, it is essential to consider the cess paid to local bodies 
by mine-owners and mine-occupiers. 

13. Under Chapter V of the Cess Act, anna 1 in the rupee is taken by 
local _bodies (District Boards) on the profits of (a) mine-owner, (b) mine­
occupier. 

Re (a) The mine-owner, unless he works the mine himself pays down h 
of his royalties, rents, salamies, etc. ' 

Re (b) The occupier, i.e., the company or individual actually developing 
the minerals, pays -&, of his profits. · 
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(NoTE :-'-The present Act is very defective. There is nothing to show if 
" profits " are net or gross; and, strictly, the Act makes the owner and t1>e 
occupier each responsible for half the cess, irrespective of division of profit 
inter se.) 

14. This is heavy taxation, and there is increasing uncertainty as to 
whether the. mi~er gets back in public amenities .anything like what he pays, 
e.p.! the nlStriCt ~oard may buy "charka~" mstead of making roads in 
mmmg areas. Agam Government, though m exactly the same position as 
private owners, declines to admit any liability to pay any cess on its profits 
It gives grants, fitfully and as an net of grace, which makes budgetting 
difficult and uncertain. There would appear to be no valid reason why Gov­
ernment as landlord should not fall into line with other landlords in this res­
pect. It is only fair on the one hand that mines. should contribute to local 
revenue, and on the other that mines should have a substantial voice in the 
allocation of expenditure, and should be given a substantial return for their 
contribution. 

15. I advocate the abolition of cess on mines, and the creation of a Pro­
vincial Mines Development Fund, administered by a central Committee on the 
lines of the American Mining Fund (vide Appendix H, pages 79-81, of the 
Mining Notes). A certain proportion .of the income would be devoted to Im­
.perial or Central, expenditure other than mining, as the trade's contribution 
to general reve)lue. Part would be devoted to Imperial and part to the 
·Provincial Mining Expenditure, Bureau of Geological research, analyst and 
laboratory work. Part would be expended by the local bodies under the general 
·supttrvision of the Provincial Government within the contributing district and 
in proportion to the district's contribution. I maintain that judicious expen­
diture on developments would result in greater revenue, public and private, 
and that mining as a trade would be content to pay more if they saw more 
direct return, • and had a voice in the control of expenditure. To this Fund 
Government; in its position as landlord and owner, should contribute exactly 
as a private owner., 

16. Taxation of ;minerals held by company Ol' individuals.-This suggested 
inquiry is contained in section 105' of the questionnaire", and is perhaps the 
most difficult question connected with mineral taxation. Under the most re­
cent decision 'of the Government of. India, Companies are allowed a working 
life of 90 years (i.ej, a lease of 30 years with two renewals for 30 years each). 
They are also' allowed to hold reserve of ore sufficient to cover their require­
ments for these 90 'years. This has been held necessary to give the requisite 
security to capital invested in mining. (This need not be discussed here, but 
I should note, that' in my opinion, and that of many better qualified judges 
with whoni I have talked; the Indian Government has taken an uniquely 
generollS view of the length of life needed to secure the invested capital.) 
ObviollSly the tonnage needed for 90 .years must be a very speculative quan­
tity. · Rate of consumption per annum depends on trade conditions, new dis­
·coveries, internal' developments in plant and methods by the Company, etc. 
Equally obvious is it that in framing its estimate, the Company will not he 
inclined to pessimism. The short experience of three years shows that not a 
single Company has worked up to 50 per cent. of its outlined programme. 

· 17. Granting; therefore, that a company is to be allowed to lock up public 
assets to th~ vast extent, the question arises of the price to be paid for such 
reserves, the present value of the unused minerals, withdrawn from any chance 
of revenue-raising by lease to other and immediate users. 

lB. India is at present content to view the question thus, 90 years' life, 
and therefore· 90 years' reserves, are an essential factor in the establishment of 
tl!e mining company. Unless this is given, the company cannot come into 
being and the ores mllSt lie undeveloped. Government's revenue (public in-

-·come) in that case will be nil. This is, therefore, Government's (o_r the pub­
lic's) contribution to the partnership between us, and beyond a fa1r share of 
the annual profits we shall take nothing. 

19. This is a ·possible view, but the very pertinent question arises of 
·whether the royalties now paid for the ore consumed annually, can by any 
· stretch of imagination be termed a fair share of profit!! for the sleep.i:til! 
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pa:rtner, Government. To take the m?s~ prominent local case, the Tat!?' !ron 
andt Steel Company use about 1l mllhon tons of ore a year, and will ·use 
(halving their own optimistic estimate) 2 million tons. ~~ey pay royalty !'n, 
a sliding scale, but annas ~ pe~ ton may be taken as the highest average price 
Government will get. This gives Government Rs. 5,62,500 per year. In a 
good year (1919-20) Tatas made 115 lakhs profit. Even if consumption had 
been at full power, and royalties therefore at their maximum, Govt;rnment's 
share would have been in these years 4·8 and 17·7 per cent. respectively. It 
should also be noted that full power working would undoubtedly raise the 
Company's profits, and in a normal y_ear Government'~ share wi!l c~rta~nly 
be under 5 per cent. I submit that this cannot be considered a fair distnhu­
tion of profits and that a clear distinction must be drawn between Govern­
ment's taxati~n of private property, and Government's revenue from what 
is its own property. 

20. Even this income, be it noted, will be given if the lessee prospers. 
'J'rue Government is not entirely in the hands of the managing partner, be­
e a use by the system of minimum royalty, Government is guaranteed 'to the 
extent roughly of half the above income. (The Company pays a certain 
amount in royalty whether it wins ore to that extent or not, and generally 
Government is content to take half-power production as such minimum.) At 
Lhe same time it may well be argued that this minimum royalty is not a fair 
or adequate return, and the public should be independent of the good or bad 
usc made of its assets. If used at all, they must be paid for. .If the Com­
pany botches its business, that is its own affair. The public, which might 
have leased to wiser folk, cannot be expected to share t~:je loss, 

21. Personally I disagree with this view. I think Goveri)ment, which must 
look beyond the shareholders to the thousands of workers 011 the mine and 
factory, and the tens of thousands using the commodities cheaply produced, 
should stand in with its working partner "for better, for worse"; but the 
,·iew is at least arguable. It has led, in the United States, to a different 
syste1n. 

22. In the State of llfinnesota~which corresponds mineralogically, most 
nearly to the Singhbhum-Keonjhar-Bonai are~uite a different system is 
in force. There the ore is taxed in the ground. A special and permanent 
Tax Commission exists, which first valued. all the royalty comprised in the 
mineral bearing area, classified it according to .its stage of development, known 
or estimated ore content, and grade of ore, and then assessed a present value 
ou all the ore on a 4 per cent. annuity basis, and imposed an annual tax per 
ton of ore in the ground. A distinctjon was drawn between active mines, and 
reserves. The former pay from 14 cents to 33 cents (7 annas to a rupee) 
according to the cost of mimng and grade of ore, the latter from 8 cents to . 
lli cents (4 annas to 7!) according to the state of development of the property. 

23. 'fhis Minnesota tax gives an enormously increased revenue, and its 
levy must be taken as inseparable from the Mines Development Fund of the 
same State, which re-invests the interest on such income in public communi· 
cations; keeping the capital permanently intact. (For further details, vide 
Appendix G of my Mining Notes, it is to be regretted that Government did 
not pl"int Mr. Rukard Hurd's article on Mine Taxatjon, of which I have only 
Ill)' personal copy). 

24. I do not consider any such system practicable in India to-day. The 
deposits are not known as the American ones are, and proving them is a slow 
l).nd costly process. Further I do not think Indian mining could pay such 
11 tax. A possible modification, which would answer the last query in section 
105, would be the imposition of an annual rental upon tonnage held, in 
addition to royalties upon tonnage extracted. The former would decrease 
from 90 years' supply to zero, as the deposits held were exhausted. The great­
est recommendation of such a tax is, to my mind, the automatic check it im­
voses upon competitive land-grabbing, or as it is more euphemistically called 
"undue optimism." The Company that insists upon 400 milhon tons as 
it!> minimum adequate reserves, against a present consumption of ll million, 
would then have to foot a very heavy bill for rP!'OTV<> rental. 
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25. Even 'for such a modified form of taxation upon reserves, I consider 
the objections outweigh the recoqJ.mendations. The answer of the companies 
to· the " land-grabbing " charge is that no one can say, least of all a Govern­
ment devoid of any expert mining advisers, whether the so-called 400 million 
ton reserve actually contains that amount or only a quarter of it. The Geo­
logical Survey's carefully guarded estimates have not proved too accurate up 
to date. 

26. This answer is really effective. Before Government can fairly charge 
rental on iron ore, it must know with some degree of certainty, that it is 
renting ore, and not rock, to its tenant, and until a· properly equipped Mining 
Department has been for years in existence, Government is not going to be 
in a position to do this. In this connection .Appendices .A· and B to my Min­
ing Notes may be seen. That we cannot now increase revenue from minerals 
is no reason why we should not set about preparations that will later enable 
us to do so, and future increase of revenue is one of the arguments, but only 
one, for a properly organised, equipped, and paid Mines Department. l!'or 
the present, however, we are hardly on sure enough ground to charge rental 
on ore content. We could assess the rental on surface area, as is indeed done 
in the private estate of Dhalbhum, where the copper belt is lensed out ·on 
this principle. Surface area, is however, no use· as a guide even approximately 
to tonnage held, and a Company holding ten square miles containing a thin 
deposit of float ore, an occasional and " pocketty " deposit, or a broken and 
serpentine vein, might well have only a fraction of the tonnage of another 
Company holding 100 foot square of solid ore which persisted at depth. Yet 
the former would pay many times the rental of the latter. 

27. My main argument against this form of mineral tax is that outlined in 
paragraph 18 above, mz., that Government is a partner in the mining busi­
ness, contributing only what has, rightly or wrongly, been agreed as the 
necessary stock in trade for the inception of the partnership and the safe 
conduct of the business. We cannot charge our partner for what we have put 
into the business. 

28 . .At the same time these reserves, this contribution, must be kept in 
new when it comes to sharing the profits. If we are a partner, we must 
get a partner's share, and I hold we do not get this. The mining trade is 
rar too apt to talk loudly about what Government should put into the busi­
.o.ess, and forget what Government, on behalf of the general public, is entitled 
to get out of it. Royalties are low, much too low. I fought over 3 years to 
get the iron ore rate raised from six pies per ton to its present rate, and it is 
not high enough yet. Similarly with the royalties on every other mineral with 
which I have a first hand acquaintance, manganese, chromite, kaolin, and 
this new development, kyanite. We could double our royalties all round 
without setting back the trade, and in some cases more than doubled them. 
I think there is a very strong case for a committee to enquire into this ques­
tion, and revise the royalty schedule with wider discretionary powers to Local 
Governments to meet varying local conditions. 

29. I have stated in paragraph 15 that I should like to see cess on mines 
aboli&hed. One reason is that under the .Act, as it exists at present, the 
assessment is exceedingly difficult. This is admitted by Government officials 
and assessees alike. Only the raw material is liable to cess, and again the 
impost takes the form of a percentage on profits.. Where the raw material is 
itself sold in open market, as in the case of coal, it is comparatively simple 
to ru.certain its cost price and its sale price, and hence profit made. But in 
the case of minerals like iron ore which are not sold in the open market, at 
least at present, there ii no sale price and no profit, and the district officer is 
faced with the problem of calculating what percentage of the final profit 
made, e.g., on an iron casting or a steel girder, can fairly he attributed to the 
raw material, iron ore. The complexity of the calculation is obvious, and 
neither side can suggest a satisfactory formula. Hence a recent proposal to · 
charge cess at a flat u.te per ton despatched as is done in the coal-fields for. 
the water-rate. 

' 30. The main objection to cess, however, is that income thus collected 
comes to several scattered local authorities with widely varying views, in 
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·districts whose problems are ;,ever the ·sa~e. There .is ~o centra~ authority 
•controlling expenditure, and hence no identrty or t:)ontmurty of policy. There 
is also no chance of such funds being used for common purposes or the general 
oadvance of the mining industry. 

31. I should prefer, therefore, to abolish local cess~s altogether, and. subs~i­
'tute a contribution by mines to the Mines Development Fund, outlined m 
paragraph 15 and Appendix. Here raising of · ioyalties will not take the 
place of cess for in privately owned mines the royalties go into private 

!POckets, and 'can neither be raised nor appropriated by _Governm~nt. Taxa­
tion preferably in the form of a flat rate per ton of mmeral rarsed or des­
pat~hed, collected into this common fund, and administered by a provincial 
committee, on which the mining hidustry had adequate representation wcruld 
:give more direct returns to the mines contributing, without necessarily 
increasing the total burden upon the miner. The proportion of such income 
-earmarked for expenditure on mining areas would then be a special tax on 
miners for miners, while the balance would be the industry's quota towards 

-;general revenues. 
32. To sum my views on mineral taxation, I should propose--

(1) To make prospecting free to ·an, i.e., to abolish certificates of appro­
val and prospecting fees, save a nominal fee for registration. 

(2) To raise substantially the royalties in Government land. 
(3) To create a Mines Development Fund with the three-fold object of­

( a) contributing to general revenues, Central and Provincial;· 
(b) maintaining a Mines Department, Imperial and Local; 
(c) providing funds for developing mineral areas, through local 

bodies under provincial supervision. 
(4) To abolish ceases paid by mines to local bodies in favour of a pro­

vincial or imperial tax paid to the Mines Development Fund. 

33. In conclusion I desire to emphasise the unavoidable limits of this note. 
'Coal is hardly mentioned; mica js not mentioned; and my views on manga­
nese and chromite require check by comparison with the opinions of those who 
know the Central Provinces and Baluchistan respectively. My knowledge 
·of mining is necessarily superficial: except for iron ore and perhaps kaolin 
very superficial. My six years in Singhbhum are, however, perhaps sufficient 
'to justify me in urging the importance of a sound basis for mineral taxation 
·and the great possibilities of this source of revenue. ' 

Mr. Scott gave oral evidence as follows :-

. The President. Q.-May we take this as the summary of the position? 
Under Dev?lution Rule 14, itei?S 24 and 52, Part II of Schedule I, develop­
ment of mmeral resources whrch are Government property is a provincial 
-subject, subject to rules made or sanctioned by the Secretary of State. 

A..-Yes. 

Q.-Therefore any revenue derived from l!,md used for such purposes be­
longs to the Provincial Government? 

A.-Yes. 

Q.-A Local Government may impose a tax on land used for other than 
agricultural purposes and with previous sanction any local body may -impose 
a tax on land values . 

. A.-Gover~ment m~y certainly do it, but the local body can only do it 
wtth the prev10us sanctton of the Local Government. 

1J1·. Paranfpye. Q.-Do you consider 'the income-tax from the manager 
<Or a highly paid worker of an Indian mine is a tax on mining? 



A.-I consider this a source of revenue from mining. If you cut out tha~ 
source, you will lose revenue. If you had no mines, you would have no suoh 
revenue. 

The :z:'resi~ent. Q.-You criticise the fees for certificates of approval and 
prospectmg hcenses, and state that permission is given without discrimination. 
Does that mean you woukl approve of different people, who can afford it 
prospecting in the same area P ' 

A.-Not at the same time. I mean that under the present system any ouo, 
qualified or not, is allowed to see whether land is suitable for mining or not. 
The certificate of approval does not relate to any particular land. It is only 
the first step before a man can do anything in the way of mining. 

Dr. Paranjpye. Q.-Do you think in the interest of the country prospect-
!ng licenses should be made free to all? · · 

A.-Yes. 
Q.-I should rather be of the opinion that this extracting industry will 

exhaust· the capital of the country and should be restricted to the people 
themselves. I should think it distinctly disadvantageous to allow an American 
to mine in India. 

A.-l am speaking of prospecting. In this preliminary stage surely the 
more brains you use the better. 

Q.-It does not so much matter whether mineral wealth is developed or not, 
if the people of the country are not benefited by it. 

A.-I have pui; it down clearly that when it comes to the stage of develop­
. ment, you can put on the nationality test. At the stage of finding out 
whether there is any opening for economic mineral working, my opinion is 
that we should get the best brains and intelligence to help us. 

Q.-Is it done anywhere? 
A.-It is done in America. American land ca,n be used by any man for 

prospecting purposes. When it comes to the question of development, only 
an American citizen can hold ·the land, and the alien prospector can only 
sell his knowledge to American citizens. 

Q.-What is the theory behind this system? 
A.-At!J,erica recognises that it has no monopoly of mmmg bruins, and 

therefore welcomes outside searchers. At the same time the Americans do 
not want foreigners to come in, take over a mineral industry, and possibly 
corner an essential product like chromite. Hence, the nationality bar on 
11ntual mine owning and working. 

Q.-Do you charge agricultural rates on land used for extraction of mine­
rals? 

A.-As regards charges under prospecting licenses, the rules laid down· 
by the Government of India prescribe a surface rent of one anna to one rupee, 
per ~~ocre, but the rate actually charged varies from province to province, 
e.g., in Bihar and Orissa, the Board of Revenue has prescribed 2 annas per 
acre. [Vide Rule 30 (ii), Waste Lands Manual.] As regards charges under 
mining leases, the prevailing agricultural rate is charged. 

The President. Q.-You' say theoretically the rent should be much higher 
-20 times? 

A.-Yes. In my opinion, since land used for mining pu~oses. b~comes_ 
quite useless for any agricultural purpose, you should treat It as If It had 
been sold outright and capitalise the rental value of it, i.e., the lessee should 
pay as if he had bought the land for ever, which would mean he would pay 
down the rental capitalised at 20 years. 

Q.-You actually give the land on lease for a fixed period? 
A,.-Yes, the usual lease is for SO years, with two renewald of 30 years each. 
Q.-How would you fix the rate to be paid? 
A.-I would capitalise it at the same rate as is ch~rged in land ~cquisition 

proceedings. The rent, and hence the payment, will vary accordmg to the 
kind of the land. 
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· Q.-But in a 90-year lease, will you not get-more in the end rrom annua! 
payments of rent? . 

A.-No, for except for land under mills or bungalows, nob.ody will u~e 
the same plot of land for 90 years. The lessee digs up one portton, works 1~ 
for a few years, exhausts it and starts on another. He pays rental only on 
·land actually at the time under occupation. The areas so held are, however, 
J>mall and I do not think the point is of much importance. 

Q.:__You say the real income of Government must be from royaJties upon 
minerals in Government land. I take it that your line of argument is that 
·Government is the trustee for all public lands? 

A.-Yes. 
Sir Percy Thompson. · Q.-You say Government is a trustee for all public 

lands and so Government is entitled to a share in the profits, but cannot the 
Government be a trustee without charging any royalty at all? 

A.-That is correct. If Government, by chargin11 no royalty, thereby 
cheapened the article produced in the pubhc market, 1t might be taken to dis­
charge its trusteeship in this negative way. I doubt, however, if remission of. 
royalty would cheapen the article. I maintain that the Government contri­
butes in kind to the profits made, and so is entitled to a fair share in such 
profits. 'l'hese profits arise from Government's sale of the trust property. 
My view is that Government does not take a fair share. 'fhe royalty at 
present charged is nominal and Government ought to make a substantial 
increase in the royalties charged, i.e., a much higher revenue should bt' 
raised from this source. 

Q.-You think that if Government forewent royalty, the price of the article 
would still remain the same? 

A.-The selli~ price does not depend upon the costing price, but upon the 
price at which stmilar articles are available to the purchaser from other 
sources. 

Q.-Could you not r(Jly upon competition to bring down the price by the 
.amount of royalty remitted? 

A.-I think the man selling the article would put his price as high as hE'• 
could. The mere fact that he got the lease at a cheaper rate from the Gov­
emment would ;10t make him sell for a lower price. He would only take 
advantage of the remission to increase profits, and sell at the same price. 
He would benefit, and not the purchaser. You cannot pre-suppose that in a 
particular commodity you have no outside compc.tition, and that y0u can fill 
the whole of your _market from your home production. If the' whole local 
demand could be filled by local supply, internal competition would possibly 
reduce prices so far ,;hat the consumer would get the benefit of the remission 
of royalty. But if part of the supply comes from outside, and sells at a 
higher rate than the home costing price_, the hpme producer will set his price 
by tha~ c;mtside price, and not reduce it by the amount of royalty remitted, 
e.g., plg.uon. 

Q.-If my coal costs Rs. 18 and I pay Re. 1 royalty and take Re. 1 
profit, I can sell at Rs. 20. If royalty were remitted, could I not cheapen the 
coal to Rs. 19 sale price? 

A.-Unless competition compelled me to sell at Rs. 19, the reduction of 
;oyalty would not do so. I should simply add Re. 1 to my profits. But 
tf I could sell more coal at Rs. 19 than at Rs. 20, the remission of royalty 
would bo passed on to the cons·umer. · 

Q.-Is it the experience in case of coal mining that competition does have 
free play? 

A.-I have very little experience of coal mines." I know about iron ore and 
for iron ore there is no market in India, and hence no competition in sale.'< .. T 
d? "!-ot believe that remission of royalty on iron ore would affect the nnce at 
p1g-1ron. 

The President. Q.-Would you say that the royalties. on minerals could 
be charged just as in the case of the telephone where the. Government. cha;rges 
them on the perce-ntage of profits? · 
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,1, ~The difficulty is that it is impossible to sa;t what " profits " from th& 
tr~inerals are; I mean, the taxable profits. 

Q.-:.You have profits assessed and taxed by the Income-tax Officer? Coal 
ls a commodity sold in its raw state, and so to charge royalty on the plnn of 
the telephone royalty, would be more suitable? 

A.-I doubt if this question arises: Government owna no coal at all. It 
is all privately owned, and hence royalties cannot be imposed by Government. 
The question becomes purely academic. 

· Q.-ln the cnse where the mine is privately owned the royalty is purely 
a windfall. Is it not also the case that mining rights were not considered 
in any way at the permanent settlement? 

A.-That is correct. 
Q.-Then it is purely an unearned increment and as such it should be a 

subject, according to the theory of taxation, for heavy taxation? 

A.-Yes, theoretically, but it must be remembered that when these owner& 
leased their property, they did so without accurate ideas of the minernt 
values, and the man who makes the big profit is the lessee. The man who got 
the original permanent settlement. was the landlord, and so far as I know as 
regards coal the landlords gave out long term leases for microscopic value. 

Q.-In many cases does not the lessee again sub-lease? 
A.-Yes. 
Q.-Does he not sell for a lump sumP 
A.-Not always. There might be no right of tranafer or he might have­

to pay a heavy fee to the landlord. 
Q.-What about the Development Syndicates? 
A.-Development Syndicates are just like a middleman. If they sell they 

make only a middleman's profit. · 
Q.-Do they make a taxable profit? 
A.-In the only cases I remember, the middleman sold for a lump sum, 

Sind not for a recurring share of the profits or a royalty on tontlAge. There 
may be such cases as you suggest, but as a rule the middleman sells his interest 
outright. 

Q.-Does the price obtained come to the books of the Developmoot Syndi-
cate? 

A.-Perhaps. 
Q.-Then Government gets a share· on that unearned increment? 
A.-None. 
Q.-Not even income-tax? 
A.-Government might get income-tax. 
Q.-Then we come to mining companies, what about them? 
A.-They pay income-tax and ~he road cess. Their royalty ·paid to the 

landlord is in addition to these. 
Q.-This royalty can appropriately be taxed heavily? 
A .• - Yes. 
Q.--could the mineral holdings of the companies be taxed? 
A.-Yes. 
Q.-With special legislation? 
A.-Yes, e.g., in Minnesota, United States of America, a special tax com­

mission went all over the State, assessed the value of the mmeral lands by 
boring and proving. They estimated values for known mineralised land, and 
for less known land. 

Q.-lt must have been very rough? 
A.-Yes but they got their figures mainly from the companies themselves, 

and there ~as no outcry about the valuation made. I think mineral lands 
can bear increased taxation. 
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Q.-We now come back to the mines owned by the Government. You say 
there will be difficulty in taking as royalty a share on profits above a fixed: 
lump sum, because the profits are mixed up in the general profits of the· 
business? 

A.-Yes. It is impossible to say what share of the profits can fairly be­
asCTibed to Government's property, i.e., the 'raw material. For example, take 
iron grates or pipes. The original mining company does the whole process. 
from beginning to end, but the royalty can only be assessed on what the­
company mines, i.e., on the raw material. 

Q.-If you can make out the difference in the case of tea plantations be­
tween plantation profits and manufacturing 'profits, could ·you not make it · 
out in the case of mines and pig-iron? 

A.-It is difficult, because you cannot split up a final profit of 8 or 12' 
annas on the finished product, and say what is the fair proportion attri­
butable to the raw material. 

Q.-The raw material of the finished product ill the pig-iron:? 
A.-Pig-iron is not the assessable raw material, but it is the earliest stage 

at which you can ascertain profits because it is sold in India. 
Q.-Take the case of mica, you would have no difficulty there? 
A.-No. 
Q.-What is your proposal for impmving the scheme of royalties? 
A.-I think the scheme itself is quite sound. 
Q.-How would you get scientifically correct royalty? 
A.-I think the method of calculating royalty is quite all right. I only 

say that they would bear an increase. 
Q.-How would you settle what the royalty is; I suppose the prices of 

these products vary from year to year and sometimes fluctuate considerably?' 
A--Not ~ery muoh, You 'can get the costing bill of a ton of pig-iron. 

and thus the profits per ton. . 
Q.-Would it not be better if you base your royalty on the profits? 
A.-I think that is a possible method. 
Q.-You can get the cost of a wn of pig-iron without going into the coin. 

pany's balance slieet, and thus you can assess royalty on that basis P 
A.-I think it will penalise· efficiency. The good company makes bigger 

profits on the same ore than the inefficient company. · 
Q.-What I was going to ask you is this: whether it is n~t the duty of the­

Government (I do not know how far they do it now) to see when they allow­
a private company to exploit national wealth, they should do so with as litt;.!6 
waste as possible and economically, and appoint supervising officers over it?· 
Has not there been wasteful extraction? · 

A.-There certainly has, but you will find that in almost every mining. 
country. This work IS supposed to be the duty of the Mining Inspector who. 
sees that the required minimum precautions are taken. 

Q.-Do they look at it from the point.of view of the tax-payer's property?' 
A.-I do not think so, but the lease provides that the mine must be worked' 

continuously and in a skilful manner. 
Q.-As regards cesses you disapprove the present plan altogether? 
A.-Yes. 
Q.-You would have a general charge on the mines and use it as a fun<} 

which can be devoted to the purposes of the mining areas? , 
A.-Yes, part of it at least must be spent on them. 
Q.-You say that a certain proportion of the income would be devoted tO' 

lmperial or Central expenditure other than mining, as the trade's contribu­
tion to general revenues. Why should there be Cevhal or Imperial expendi­
ture? 
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A.-There is the Army, Telegraphs, Posts, etc. 
Q.-Would not income-tax represent that contribution? 
A.-Personally, I shOuld like to have the \.·hole income provincial, but I 

think the Imperial Government would claim a share. 
Q.-In paragraph 16, you speak about the working life of 90 years and say 

that the Indian Government has taken an uniquely generous view of the 
length of life needed to secure the invested capital. Could you tell us what 
decision you are referring to? 

A.-I cannot give you the exact quotation. 'J.ne question was whether 
the standara mining lenses granted with one renewal for 30 years should 
be amended so as to read " with two renewals ". It is a recent decision. That 
was only done 18 months ago. The lease form is prescribed by the Secretary 
of State for India. The rules are also made by the Secretary of State. The 
recent decision I refer to is made by the Secretary of State. Even the change 
of royalties has to be approved by the Secretary of State. 

Q.-Is Cleveland No. 3 pig-iron being imported? 
A.-It is, but the Customs people explain that the tariff valuation is not 

fixed on Cleveland No. 3, but on a higher grade of pig-iron. 
Q.-Is there no mention of any particular class? 
A.-No, but in the Government rule a sliding scale is distinctly given for 

pig-iron, Cleveland No. 3, G.M.B. 
Q.-What exactly is the effect of the sliding scale? Does it vary with 

refere:r::ce· to the quality? 
A.-No; the higher the tariff valuation of imported Cleveland No. 3 pig· 

iron, the higher the iron-ore royalty in India. . 
Q.-The tariff valuation on which all iron pays duty is the annual tnrifl 

<aluation which is fixed for all pig-iron? 
A.-Yes. It is fixed six-monthly. 
Q.-That has been fluctuating? 
A.-The price of Cleveland No. 3 has varied between 79s. and 105s., wherea, 

the tariff valuation out here has been Rs. 90 all through. This, at the present 
exchange, beal"l! no relation to the value at all. The customs people state that 
the Yaluation is made on a higher quality of pig-iron. 

Q.-Have you got the wording of the Government of India order? There 
'?Bnnot be a tariff valuation for a particular kind of pig-iron when the tariff 
· mly mentions pig-iron generally. 

d.-This copy of the Waste Lands Manual in my hands, I am afraid, 
·hasn't the recent corrections in it. 

Q.-In paragraph 18 of your written statement you say that "India is at. 
present content to view the question thus: 90 years' life, and therefore 9(1 
years' reserves, are an essential factor in the establishment of a mining 
company". That means enough material to continue working for 90 years? 

A.-Yes. 
Q.-But actually haven't you private leases for considerably less than 90 

years? 
A.-I suppose there are, but most lenses are for 90 years. Government 

lenses are now for 90 years. 
Q.-What about landlords' leasest 
A.-They would prefer a short-term lease, but the companies as a rnle 

stand out for a long t-erm. 
Q.-You say that minimum royalty is not a fair or adequate return, and 

the public should be independent of the good or bad use made of its asset •. 
That applies generally to ensuring that proper use is made of the assets. 

A.-Yes. 
· Q.-You refer in your paragraJ:!h _22 to. the State of Minn·esota where a 
special and permanent Tax CollliiUl!SIOn exists. Could you give us any iden 
·of the royalty and revenue of that State? 
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A.-I could, but I have not got the figures here with me. 
Q.-In Bihar and Orissa the income from minerals is only Rs. 1,60,000. 

A.-Yes the income at present is small. Some of the big companies who-
have got e~ormous concessions in British India are not yet mining a single­
ton. The revenue will increase very 1argely, say, five years hence. 

Q.-Do you refer to the Bengal Iron and Steel Company? 
A.-No they have been mining for some time; I refer to the Tata Iron. 

and Steel Company. The Indian Iron and Steel Company has only recently 
begun to despatch. 

Q.-At present there is not much to pay for a special Taxation Board? 
Do you think it will pay for itself? · 

A.-The old leases are at ! anna a ton royalty, but at the new rate, we­
shall get a good income. 

Q.-Could you let us have Mr. Hurd's article on Mine Taxation for the· 
Committee's perusal? 

A.-Yes (handed in by witness). 
Q.-You suggest in paragraph 24 the imposition of a,n annual rental upon 

tonnage held; that will be after a survey of the undeveloped areas? 
A.-I do not recommend that. I say ·that I do not consider any sueh 

system practicable in India to-day. I do not think the iron and steel trade: 
in India can stand any such tax. 

Q.-You are speaking mainly of iron and steel. 
A.-That is so. 
Q.-What you really want to do is to work things ur, and get a depart' 

tnent organized and equipped, so that you could get a rea revenue out of it. 
A.- I think the sooner a proeerly equipped department functions, the 

better, and the more capital you will attract. There is, for instance, a bitter· 
complaint that statistics for Indian minerals for 1923 have only just beeru 
published, i.e., they are 18 months too late. 

Q.-What is kaolin? 
A.-It is a hydrous silicate of alumina. 
Q.-You say you could double royalties all round. 
A.-I think so, except possibly in the unse of manganese. 
Q.-You say that there is a strong case for a committee to enquire into. 

the qnestion of royalties and revise the schedules, with wider discretionary· 
powers to Local Governments to meet varying local conditions. How would· 
you cor.&titute such a committee? 

A.-There should be representatives of the Metallurgical Society and of­
Government on the Committee. I do not think there would be much diffi-. 
eulty in constituting such a committee. · 

Q.-What is the Metallurgical Society? 
A.-That is a Mining Association in Calcutta. Government take the view& 

of this Society on a good many matters affecting mines. 
Q.-How would you set about getting a sort of equality between one mineral' 

and another? 
A.-You put a royalty on each mineral; it does not matter whether 'the­

l'oyalties are equal or not. 
Q.-Would you try to arrange that each royalty should bear relation tO> 

the profit made on that particular ore? 
A.-Yes. 
Q.-You dislike the cess arrangements? 
A.-I do not like the way it is assessed. 
Q,.-It is a cess in two different ways; in one case on the material mined! 

and m the other on the profit made, 
A.-It is never assessed on the mineral mined, 
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Q.-What about the Jharia Water Board cess? 
.A.-That is a special local rate levied on despatches. 
Q.-What about the Road and Public W<;>rks cess? 
A.-It is assessed on the profits made by the mine owner and mine occupier. 

Sir Percy Thompson. Q.-At present cannot half the total cess be assessed 
·on the .owner? 

A.-Yes, according to the Act ns it stands, but in practice Government does 
.not allow us to do that. 

Q.-The mineowner is responsible for half the cess charged on the mine­
worker and the mine-worker is responsible for half the cess charged on the 
,m.ineowner. 

A.-Each is legally responsible for half the total cess, which is most unfair. 
"The only saving is that the law is never enforced. 

Q.-Suppose a mine company made a loss. 
A.-There would be no cess levied on the mine that showed a loss. 
Q.-But the people working the mine are responsible for llalf the cess 

charged· on the owner, and if the mine made no profit, would·it not be respou­
iiible for half the owner's cess? 

A.-Yes. What is much worse is that under .the present law a ~onl-miuing 
company which makes a profit of, say, 10 lakhs of rupees is responsible for half 
:the total cess. The other half can legally be claimed from the mine owner, 
who may get only Rs. 300 as his annual rent from the mine. 

The President. Q.-You ·refer to a recent proposal to charge cess as a 
of! at rate per ton despatched. Is that in substitution for the profit cess? 

11..-Yes. It is parallel to the Jharia. Water Board system. 
Q.-Would not a surcharge on income-tax be suitable? Both the mine and 

.the owner· pay income-tax? 
A.-They may or they ma,y not. They may not make enough profits to 

get up to the income-tax level. A strong point made for the new proposal 
was that 1IS the company uses the public amenities, whether it makes a profit 
or not; cess should be independent of profits. 

"Q.-Would not a surcharge be a simple and fair way of assessing? 
A.-I am not sure of that. 
Sir Percy Thompson. Q.-one of the objects of your proposed Mines 

Development Fund would be to maintain a Mines Department, Imperial and 
Local. Would the Mines Department include your Tax Commission? 

A.-I only suggested an original commission which would sit to .fix the 
Toyalties. I do not propose a standing Taxation Commission. 

Q.-You do not, for instance, contemplate a Mining Board with a Finance 
:Member on it? 

A.-I do not think so. 
·Q.-You would provide funds for developing mineral areas, through local 

bodies under provincial supervision. The whole tax ... ould go to one fund 
and the fund would pay a specified proportion to local bodies. Is that your 
•idea? 

A.;_Yes. I would use the existing local bodies for this purpose. 

· Q.-Would it not be simple: to constitute special boar~s with jurisdiction 
.over areas contiguous to the mmes·? In the Central Provmces, I understa1'1d 
the proposal is to create a District Board especially for the mine district. 

A.-That might very well be done. It would be more difficult to do for 
·small and scattered areas. 

Q.-You woul~ be getting a g?od dea:l.more by way .of ta:xation on the 
-exploitation of ·mmerals; su~~tantially raiSin~ the royalties Dllght affect the 
selling price of the commodities all over IndiaP Should the proceeds there­
!fore not belong to the Central .xev.enues? 
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A.-Partly yes; that wouid be an additional argument for part of the 

pr<JCeeds going to the Central revenues. 
Q.-An export duty on jute affects only the province·which produce~ the 

jute but in the case of royalties on coal, it affects the consumers of coal all 
0 ,.e: India. It seems to be an argument to show that the proceeds should 
nat go to the province· in which the mines are situated? 

A.-Not entirely. 
Q.-Bo far as it is used for the provision of amenities or necessities co.used 

by the existence of the mines themselves, the proceeds should be local? 
A.-Yes but there would be certain items of expenditure which it would 

be better u; the interests of efficiency and economy to provincialise, otherwise 
there wGuld be unnecessary duplication, and a purely parochial outlook. 

Q.-WGuld you propose to leave out provincial and simply have the local 
anii the central? 

A.-No. I think provincial revenues should have a share. 
Q.-8uppose you come to the conclusion that royalties ought to be multi­

plied by four and as a result ;vou get four times the revenue. I should have 
thought that the whole of the mcrease ought to go to the Central Government. 

A.-What I consider is badly wanted is more money to be .spent on the 
mining areas and industries. 

Q.-When this has been adequately dealt with, would you agree that any 
surplus should go to the Central Government? 

.'f.-Yes; that, I think, is probably the reason why Minnesota gave 20 per 
cmrt to the Central Government. 

The President. Q.-In the circumstances of this country, would you not 
draw a distinction between a royalty which is in the nature of a land· revenue, 
a11d an excise which would legitimately be ·a central revenue? Suppose you 
pat an excise on all coal removed, then you would be taxing your neigh­
boors; but is not a royalty on land with minerals like land revenue? 

A.-Land revenue is strictly a local thing, but any royalty affecting all 
(ndia ought to be in part at least, an all-India income. 

(I.-Is not royalty the State's share in the produce of the landP 
A.-Yes; excise could be described in the same way as the State's share in 

the ccmsumption of liquor. 
Q.-The consumption of liquor is not State property, the mine ip. The 

analogy between royalty and land revenue is that both are the State's share of 
something that exists on the soil. 

A..-In actual practice, it would be unfair not to give the general publio 
who uses the mineral a share of the increased royalties. 

Sir Percy Thompson. Q.-What is to stop a royalty being imposed by a 
local authority? · 

A.-Royalty as a public asset can ouly be on Government.owned property. 
Q.-I am talking about the local cess. · 
Dr. Pamnjpyc. Q.-In Bihar and Bengal you have always been face to 

face with difficulties on account of permanently-settled land. Do vou think 
this is a suitable time for nationalising mining rights p • 

A.-I do not quite understand what nationalising mining rights mean. 
. Q.:-If anybody has mining rights, Government should buy up these min­
mg nghts once for all and anybody who thereafter engages in the mining 
~ndustry ~hould pay .royal~ie~ o~ly to Government. At present the mining 
mdustry IS com~arativ.ely .m Its mfancy_; it may develop very much and may 
rrod?ce great d!ff!culties m cour.~e of ~Ime .. Do you think the present time 
1s smtable for w1pmg off these private rights In mining? 

A.-If you propose to pay a fair price for them I think it is impossible 
From the point of view of finance, the cost to the Central Government would 
be .enormous. 
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12th ~arch 1925. 

, PATNA. 

PRESENT: 

Sir CHARLES ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir PERCY THoMPsoN, K.B.E., C.B. 
Dr. R. P. PARANJPYE. 

Professor C. J. HAMILTON, ~.A., Professor of Economics, 
Patna, was examined 

Note on certain topics relative to Indian Taxation. 
1. The central problem in Public Finance.-The fundamental criterion to 

be applied in judging all questions of public finance, as with political and 
economic questions in general is the difference which a given course of action 
makes to the economic welfare of the community. 

The State takes from the citizens the resources which it requires in various 
ways and gives back in return goods and services. In this rendering of a 
quid pro quo, a public benefit in return for revenue received, the modern State 
offers a marked contrast to the condition of things usually prevailing in earlier 
times. Public money may even now be very frequently wasted and mis-spent.. 
but it is at least spent on behalf of what is represented as, and generally is, 
a public service. In former times there was in many cases no pretence of 
such connection. The total of what a State takes from its citizens in the 
course of a year, together with what it receives from the members of foreign 
States, constitutes the annual revenue. Is there any way of !ieciding whether 
the consumption of this revenue is accompanied by an adequate public benefit? 
For all discussions on the subject of taxation turn upon this issue. It is, of 
course, true that in a democratic State the annual expenditure is sanctioned 
in the budget by the legislature while new forms of taxation are similarly 
approved. Various administrative machinery, such as treasury control, 
scrutiny by Committees on Public Accounts, and so forth, exist for the purpose 
of seeing that public money is properly spent and due economy observed. 
These devices may ensure that the collection of revenue and its expenditure 
are broadly in accordance with public opinion. But in order that any precise 
or intelligent judgment may be formed it is necessary to be able to trace the 
economic effects of revenue collection and to measure with accuracy the utility 
and disutility that results. 

Even were it possible to trace with certainly the complex economic effects 
of revenue collection it would be idle to expect complete agreement as to the 
goodness of the result, since conceptions of goodness will differ. But no 
system of public finance can be regarded as satisfactory which does not avail 
itself as far as possible of economic analysis in order to ascertain what the 
effects of different forms of revenue collection actually are and at the same 
time make use of the most precise measure of utility and disutility that 
accompanies it. 

It may be laid down as an axiom that the only way in which it is possible 
to judge with precision whether a State service is worth what it co•ts is to 
enable the commodity or service supplied to be consumed up to the point at 
which the marginal expenses of providing the service are judged equal to the 
utility obtained by a system of free exchange. 

It is true that, even if all State services could be provided in this way, it 
'would leave the individual consumer the final judge as to the extent and 
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direction of State activity, a degree of individualism that few would be willing 
to support. 

It is also true that a money measure of satisfaction derived from expen­
diture in a community wherein income was very unequally distributed would 
suffer from the obvious inequality in the utility of money among the different 
classes. Nevertheless it is desirable to take advantage to the fullest extent of 
this method of distinguishing the receipts by the State which correspond to 
a service which is a mere alternative to private enterprise and which is 
provided at cost price, from those receipts which are not so accompanied. 
For the latter constitute the real tax receipts to which the discussions relative 
to the problems of taxation properly apply. In the case of a great part of 
State service the benefit is of a general character only. It cannot be sold 
in units in return for a price. The utility cannot therefore be measured 
precisely in terms of money. But even in such cases the value of a certain 
addition to service may be estimated with some degree of definiteness. Thus, 
for example, the value of an addition to police service may be estimated by 
reference to the statistics of crime or of street accidents. It is thus important 
as far as possible, even in the case of such services, to adopt the principle 
of cost accounting. An increasing number of State services supply a benefit 
that is both particular and general. Elementary education and factory 
inspection are familiar examples. In an enlightened community it would 
be possible to buy a given amount of factory inspection in a given industry, 
1·egarded as a precaution against loss from accident or ill health, just as one 
now buys a policy of insurance against the risk of damage to a motor car. 
There would be a factory " experience " upon which the charge would be 
based. Similarly, the ideal method for the supply of public education would 
be for each perso'h to purchase a given quantity of this particular· service in 
return for a payment based upon its cost. It is unnecessary to refer to the 
obvious reasons why this method is not always possible. But it should be 
enforced wherever practicable. For as soon as a service is supplied without 
any specific charge to the users and paid for from the general funds of the 
State there is extreme probability that the expenditure will either be in defect 
or excess of that quantity which is desirable in relation to the utility 
obtained. 

Enough has been said to illustrate the importa.r.c.e in public economy of 
supplying public utilities in accordance with marginal demand at cost prices. 

2. The distinction between Revenue and Taxation.-In any consideration 
of the problem of taxation it is necessary to define as clearly as may be which 
items of the public revenue are to be classed as taxes. All writers upon pub!L 
finance agree that an important distinction should be drawn between 
·' revenue ", the general term for all forms of State income, and the severai 
constituent parts of revenue which may differ widely in their economic and 
social character. Considerable difference of opinion will be found to exist on 
the subject of the proper classification of revenue and it is not proposed to 
enter into this discussion. The ideas upon which these classifications depend 
are reasonably simple and clear, but their objective application is difficult. It 
may be said that connotatively the classification of public revenue is a com­
paratively easy matter: denotatively it cannot be made with precision. 

As already remarked, the ultimate problem of public finance is a balancing 
of the advantages of State service against the disadvantages implied in their 
cost. The all-important consideration is the relation between cost and benefit 
and the classification of revenue should bring out the chief differences in this 
:elationship. These differences can be made clear by considering particular 
tnstances. 

1. ~evenue as the. cost price for a specific service voluntarily purchased.­
Assmmng the non-e:us~ence .of the State, or body able to exercise compulsion. 
a]\ i?ay~ents out of private mcome, other than gifts, would be in return for a 
n~Ihty JUdged to he. at least equal to the expenditure. When the State pro­
tides goods or services upon a basis of cost price, leaving consumers free to 



84 

purchase or not, assuming the State service to be as efficient as the private 
service, the income of the citizens is not affected. The relation between cost 
and benefit is direct and measurable. There is no compulsory deduction from 
private _income and the payment will not be felt as a burden. Revenue of 
this kind is always classified under the head of price .. 

2. Revenue in excess of cost /or a specific service voluntarily pU7·chased.­
The State usually has a monopoly in respect of utilities supplied by it and 
may charge prices that include a monopoly profit. Familiar examples may be 
found in the sale of liquor from government distilleries, or the sale of water 
for irrigation, or the sale of opium. The question whether this method of 
raising revenue is justifiable cannot be answered without raising a numbe1• 
of further considerations. The general rule will hold that the monopoly 
price will check consumption, thus causing a loss of satisfaction that has h 
be set against the social gain from the revenue obtained. Unless there is 

. a special advantage or disadvantage attaching to the restrain upon consump.. 
·tion, the social gain from the revenue cannot be judged apart from its relation 
to the general revenue system. This particular revenue will constitute a 
deduction from a certain class of incomes and· must be fitted into its place so 
as to secure a proper apportionment of the tax burden as a whole. Certain 
cases, however, deserve special attention. · 

i. Gases where the demand /or the commodity is highly inelastic.-This is 
approximately so with the consumption of salt in India and is so in somewhat 
less degree with the consumption of commodities for which a strong habitual 
taste has been formed. It is probable that a considerable monopoly price 
may be imposed upon alcoholic liquor and tobacco, for. example, without 
greatly checking consumption. When the consumers belong to the classes with 
incomes not much in excess of the needs for the consumption of necessaries, 
the deduction made from income by the levy of a monopoly price may be at 
the expense of expenditure upon necessaries. In the social interest such mono­
poly price should be levied as far as possible only upon incomes with a margin 
above necessary expenditure. 

ii. Gases where the monoply charge is levied upon a /actor of production.­
An important instance of this kind is the charge made for water for irrigation 
purposes. If water for irrigation could be. obtained without restriction of 
supply in return for cost price as, for. example, manure may be obtained, it 
would be applied to land up to the point at which the addition to the crop 
resulting from irrigation just equals the outlay. In fact, the supply of 
Irrigation water is restricted to certain localities and this introduces an 
import differential element into the value of land. It may increase the pro­
du••e far in excess of the expense of providing the water. It is desirable to 
obtain some part at least of this surplus for the p~blic revenue and it is a 
matter of importance to consider by what method it should be effected. It 
cannot be assumed that the additional value conferred by a given supply of 
water is uniform for all lands. A uniform water rate will thus bear unequally 
and may restrict production upon the least productive soils. The rate should 
therefore vary according to the difference made in the letting value of the 
land. In raiyatwari areas when the irrigation is constantly provided the 
charge may conveniently be consolidated with the land revenue. The same 
principle may be adopted in the case of temporar!ly-settl~d zemind~ri ar~as. 
But since land revenue settlements are for long periods, this method IS possible 
only where no important change occurs in the character of irrigation. In 
permanently-settled areas, the water rate must be _levied separ~tely from the 
land revenue. The rate should again vary accordmg to the differ<Jnce made 
in the letting value of the land. Sometimes the practice is followed of va.ry­
ing the rate according to the crop grown, but, excel?t as a '."ethod for ~bargmg 
according to varying quantities of water. supplied, this system IS \o be 
condemned since it will tend to hinder the cultivation of the more valu>.b]e 
crops. 



iii. Oases where the monopoly charge is levied upon foreign consumers.­
The revenue thus obtained is clearly not a tax upon the members of the taxing 
community and should be classified as a tribute. The main question that 
arises is whether a State is justified in raising a maximum monopoly revenue 
in this way. There seems little doubt that from the highest standpoint of 
common welfare such a practice is to be condemned. The prevailing practice, 
however is undoubtedly to arrange revenue demands so as to fall as far 
possible' upon the members of foreign States, a consideration which is fore­
most in determining the expediency of levying export duties. And as long 
as it remains the general practice, it may be assumed to be justifiable for 
any particular State. · 

The classification of revenue obtained from monopoly prices presents no 
difficulty apart from the problem of incidence. Where the monopoly revenue 
is paid by the members of the taxing State, it should be classed as a tax, even 
though the charge is not compulsorily levied.' Where it is paid by the members 
of foreign communities, it 1• properly regarded as a tribute. 

iv. Revemte as the co.•t price for a specific se1·vice compulsorily pur­
chase(l.-Goods or services may be supplied by the State on a basis of cost 
price but the consumption may be made compulsory. Analytically the classi­
fication of revenue of this character is clear. Imagine the supply of elemen­
tary education to be on this plan. 1'here will be some persons who would 
freely· purchase an equal quantity of education under a regime of private 
enterprise. The action of the State in enforcing education makes no 
difference to such persons. There is no compulsory subtraction of income. 
In the case of persons who would have gone without education the action of 
the State involves a definite deduction from income that would not otherwise 
have taken place. It is true that there is given in return a specific benefit, 
but it is not judged to be a benefit, or at least an equivalent benefit, by the 
persons concerned. To the first class of. persons therefore the education charge 
must be classed as a price, while to the second it is a tax. It is clearly 
impossible to determine which persons would voluntarily purchase the utilities 
supplied in this way. In a democratic country with an extended franchi11e 
it would not be far· from the truth to suppose that compulsion in such a case 
made little difference, and in that case the revenue obtained in the manner 
suggested might be classified under the head of price. Where the force of 
compulsion results in a very general modification in the mode of spending 
income, it should be classed as a tax. There are probably no actual examples 
of the supply of utilities compulsorily purcliased that are provided 
at charges based on the quantity of service rendered to each individual. But 
there are not a few services .which approximate to this description. Sc.me 
part of elementary education, of sanitary service, of lighting service, of police 
service may be considered as doing so. The revenue for such services is often 
provided by a system of " rates " levied on the value of occupied houses or 
lands as a rough measure of the quantity of service consumed. It may be ot 
advantage to maintain a distinction between rates and taxes on this ground. 
But, as already, indicated, a rate is not a distinct class of revenue, but a 
compound of price and tax. 

v. Revenue as a charge of specific service not charged for on a basis of 
cost.-There is a large class of charges of this character and they are com­
monly classified as " fees." Consumption may be either voluntary or com­
pulsory. Consideration of a few examples will show that revenue of this 
kind is always resolvable either into prices or taxes. A charge for admission 
to a State museum or theatre is clearly a price although the price does not 
cover the whole cost of service. Specially low rates for transport on State 
railways are similar in character. A fee for the registration of documents, 
although compulsory, may be treated as in part a charge for specific service 
rendered, but in part a tax. The same may be said of court-fees. It will be 
sufficiently accurate if all fees that are voluntarily paid are classed as prices, 
while all compulsory fees are included under taxation. 
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vi. Revenue as compulsory payments for indirert benejifs.-Revenue ot 
this nature calls for no analysis. In all cases it falls under the head of taxa­
tion. 

vii. Revenue obtained in return for no benefit from the members of foreign;. 
States.-Receipts of this character into the State treasury clearly do not 
constitute a burden on the citizens and cannot properly be classed as taxes. 
They may be included under the head of "tribute." Some instances of 
tribute present no difficulty, as, for example, the payments on account o! 
war indemnity, or the tribute paid to the revenue of British India by certain 
Indian States in accordance with treaty obligations. The revenue may benefit 
from foreign payments, however, in less obvious ways. The monopoly price 
charged for exported opium by India is a tribute from foreign consumers. 
It is agreed that the effect of customs duties upon imports may in certain 
cases be the imposition of a tax on foreign producers. The problem of 
incidence cannot, as a rule, be determined with sufficient accuracy to enable· 
the proportion of customs revenue that is paid for by foreigners to be ascer. 
tained. The economic situation in certain cases is, nevertheless, such as to 
lead to fairly definite conclusions as to where the balance of tribute lies. 

viii. Revenue from loans.-There is much popular confusion of thought 
regarding the economic character of loans. Although it is recognised that 
loans involve taxation in order to provide interest when the loan is not so 
used as to be sufficiently productive, the loan itself is commonly thought o! 
as an alternative t{) a tax, only leading to taxation when it is repaid. ThiS­
way of. regarding the matter is often incorrect. The true character of a 
loan is best considered in relation to the source from which it is obtained 
and the use to which it is put. If the State issues a loan, the funds subscribed 
may be provided from one of three sources: new capital as it accrues; saving 
that would not otherwise have taken place; a transfer of capital from an 
existing use. In the second and third cases not only must the short period 
effects resulting in the change for the demand for commodities be considered, 
but the effect on the national dividend must be contemplated. The loan may 
in both cases affect individual incomes adversely and thus operate as a tax. 
A loan may thus often be considered as a concealed tax and even when the 
loan is used for productive purposes it may have for some time the effect ot 
a tax. The above reasoning applies only to internal loans. External loans 
will not be felt as taxation except where the lending country suffers from the 
loss of capital sufficiently to cause a reaction injurious to the economic life 
of the borrowing country. · 

ix. Revenue from public domain.-An important topic raised by the 
differentiation between revenue and taxation is the proper classification ot 
land revenue. Broadly speaking the official view with regard to the land 
revenue in J ndia is that it is properly to be described as a rent, while the 
majority of Indian writers upon the ;;ubject would insist upon its classification 
llS a part of taxation. This contrast of opinion is not altogether the result 
~f economic analysis. It largely arises from the desire .to maintain, in the 
nne case that the land revenue does not, in the other cas" that it does, act 
!I.S an impoverishing influence upon the cultivator. The strong opposition 
t{) the description of land revenue as a rent is partly due 1A> the rather unfor· 
tunate language that has sometimes been used by the apologists for the 
orthodox theory. This Fawcett in a passage of his Political Economy, quoted 
by the authors of "Fi~ance and Public Works of India", remarks "A lane;! 
tax consequently differs from all other taxes for it possn_sses. t?e. e:ccellent 
quality of providing a large revenue for the State wtthont dtmtmshmg t~e 
wealth of any class of the community. Those, therefore. are completely 1ll 
error who quote the aggregate amount of taxation which is raised in India 
in order to prove how heavily the people of that country are taxed." There 
is a sense in which it is possible t{) defend Fawcett's stat<lm?nt, but, on the 
face of it, the conclusion appears to be that land revenue, hke manna, falls 
from heaven. 
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The nature of the land revenue, or land tax, has been i;he subject of s•1~h 
conflicting statements that it is worth while to attempt to explain the causes 
of the difference of opinion and to discover where the truth lies. 

The descriptio~ of the land revenue as a rent rests upon two distinct ideaa 
which are not always clearly kept apart. The one is thab land revenue iR 
collected in virtue, not of sovereign right, but of owner right. Such revenue 
is thus thought of not as a tax, but as a hire price for the use .of State 
property. Those who emphasise this aspect of the matter are thus often led 
to draw a distinction between the character of land revenue in raiyatwari 
and in zamindari areas, holding that the former is rent while the latter is 
tax. But it is clear that the distinction between sovereign right and pro. 
prietorial right is primarily a legal conception and has no necessary bearing 
upon the purely economic question as to the burden of the impost. We have 
merely to examine the economic implications of the distinction. It will be 
found that the differentiation between the State as owner and as sovereign 
has no significance in this connection. If we conceive a certain territory as 
divided into two parts, the one called the rulers' ter1·itory and the other the. 
subjects' co:untry, it is clear that the wealth obtained from the rulers' country 
will have no effect on the amount of wealth obtained in the subjects' country. 
Royal domain used to be thought of in something of this manner. Modern 
conditions, however, represent the people as both sovereign and subject accord­
ing to the point of view adopted. It is nevertheless possible that certain 
wealth has always been assigned for public purposes and the pro'l!"ision ot 
general benefits while other wealth has been available for private consump­
tion of specific benefits. It might then be argued that the specific benefits 
enjoyed by the citizens were in no way affected by the expenditure on public 
purposes. The conclusion will only be correct if we regard the two branches 
of wealth as distinct and not reacting on each other in possibly varying· ways. 
They will, in effect, constitute two separate countri<~s. But this way of lool;;­
ing at things will appear somewhat artificial if the original source of public 
income is private income which might, potentially, be diverted to the provi­
sion of specific individual benefits. It is at this point that the second aspect 
of the subject may be introduced. The so-called :Ricardian theory of rent 
draws a distinction between the income from land and the in<lomes from 
labour and capital. The former consists of a diffr,rential value, n surplus 
over full marginal costs. The latter under a competitive regime, tend to be 
llqual to the marginal supply price of the factors named. Thus it would seem 
that if the State is the landlord taking the rent and if thi" does not form a 
part of the income of labour and capital the economic condition of the people 
is not altered. In Fawcett's words, the income of no class of the community 
Is affected. The g1:ound of the discussion thus· appears to be shifted; tb'l 
debate is not as to whether the State in India is properly to be described as 
the proprietor of the land, but whether land rev'lnue is economic rent. It is 
not uncommonly supposed that the theory of rent as elaborated by Ricardo­
applies in western countries, but not in India. For this view there is some 
support in official literature. The author of the Report of the Rent Law 
Commission saya, " To such a state of things (i.e., those prevailing in India) 
the theory of rent propounded by Mr. Ricardo and other political economists 
of the same school has no application; and the adjustment of the relations 
between landlord and tenants in these provinces, based on this theory, must, 
we apprehend, involve serious risk of error." 

This passage has been responsible for much misunderstanding and has 
often been quoted in support of the conclusion that " western economics " 
are not valid in India. The passage quoted shows that its author suffered 
from a misconception: viz. that rent understood in the sense of the actual pay­
ment made by the tenant to the landlord is identical with rent understood 
ns nn analytical result of splitting up income into its different economic 
categories. The author of the Report suggests that there is such an identity 
in the West, while he endeavours to show that in India there is 1_1ot. He quite 
erroneously supposes thnt " Ri<'nrdian rent " depends on capitalistic farm-
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ing; upon the existence of a wage fund and of labourers paid from cnpit.'ll· 
upon farming for profit and not for subsistence. .All this is incorrec~ 
Economic rent depen~s fori~ exis~n.ce as an ~con~mic category upon one thing 
alone: permanent differential fertility, or SituatiOn advantage. The possrs­
sion or enjoyment of this income depends upon the laws of property and the 
sever~! conditions .that are implied in " competition ". It has nothing to 
do wtth the questwn whether or no the method of farming is capitalistic. 
Where two persons are anxious to compete for the use of one piece of land 
and where land or the produce of land is transferable, there the possibility 
of economic rent. as the income of a separate class exists. These conditions 
obviously exist in India. But the existence of a separate rent-receiving class 
i~ not essential and does not affect the applicability of the rent concept. 

This conclusion, however, does not settle the matter. The mistake is some­
times made of supposing that if the State is regarded as the owner of the 
land that therefore any impost levied upon the land must fall upon economic 
rent. This, of course, is an elementary error. Two propositions have to b(} 
borne in mind : 

(a) .A tax on land is not necessarily a tax on surplus. 

(b) A tax on surplus may be none the less a tax. 

The first of these propositions may be illustrated by considering the following 
cases: 

i. a tax levied upon the area of land. 

Suppose a new impost levied upon land at a uniform rate per acre. That 
land which is on the extensive margin of cultivation, i.e., which just pays the 
expenses of cultivation will probably go out of cultivation. The capital and 
labour employed on such land, being unabl!l to shift the burden, will seek 
other employment where the return is higher. If snch migration of labour 
is impossible the standard of living of the cultivator may fall, or, if it is 
already so low that any reduction will affect the balance of births over deaths, 
population will fall. But· all land, even the best, may be on the intensivll 
margin of cultivation. That is the last unit of capital and labour applied to 
the land is yielding no surplus. Unless the new tax can be shifted from the 
expenses of production, all the land will thus tend to go out of cultivation. 
But while land on the extensive margin yields no surplus upon which the tax 
can be shifted, the land on the intensive margin does yield such a surplus 
in respect of the pre-marginal units of capital and labour and rather than 
allow the land to go out of cultivation, the landlord, or rent receiver, will 
reduce his rent by the amount of the impost. In that case the tax will have 
no effect upon the degree of intensiveness of cultivation. The intensive margin 
will be unchanged. It has been stated that the land on the extensive margin 
of cultivation will " probably" go out of cultivation. This qualification is 
needed in view of certain possible circumstances. It has bl'en said that the 
increase in the charge upon the marginal income may cause a fall in· the 
standard of living. But this standard may be varied in two ways : by the 
reduction of the commodities consumed; and hy the reduction in leisure 
enjoyed. The new impost may be paid from the product of harder work. It 
is often remarked that high rents conduce to good cultivation. The same 
qualification may be necessary in the case of land on the intensive margin. 
It has been argued above that an impost on land which yields a surplus will 
be transferred to the receiver of that surplus. If, however, the rent receiver . 
is in a strong bargaining position and the cultivators have no access to alter. 
native employment the burden of the new tax may be borne by the latter 
through a fall in their standard of living, or, by a greater intensity of labour. 

One further circumstance must be noticed. If the produce of land is large­
ly marketed and if the demand for this produce is highly inelastic any 
curtailment of supply is likely to lead to a rise of price which may have the 
effect of partially restoring the land on the extensive margin to cultivation. 
A part of the impost will be transferred to consumers. 
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The result of the foregoing analysis is to show that a tax Ievie~. upon th_e· 
area of land may, under varying circ)lmstances, fall upon rent receivers, cultv 
vators, or consumers. 

The case may next be considered of 
ii. a tax levied upon the gross produce of land. 

Economists have always recognised the-difference between an impost levied: 
upon net produce, or surplus, and one that is levied upon gross produce .. 
This has often been distinguished as a tax on rent and a tithe. A tax on' 
gross produce will affect both the extens~ve a~ d. intensive ~arginal aJ?plication 
of capital and labour to land. Such a tax wlll, therefore, If the possible effect. 
on prices and upon the standard of living be neglected, cause a reduction in. 
the amount prod':'ced from the land. 

The final case to be considered is-
iii. a tax levied directly upon surplus. 

Under ordinary circumstances this will have no effect either upon the extent: . 
. of land that is cultivated, or upon the marginal income from cultivation. 

From what has been said it will be seen that it is far from true. that a 
tax on land necessarily falls on economic rent alone, or, that, as stated by· 
Fawcet.t, it does not diminish the wealth of any class of the community. · 

We have now to turn to the second of the two propositiqns enunciated' 
above, viz., that a tax on surplus may be none the less a tax. 

It is obvious that land revenue, in s~ far as it is a levy upon economic· 
surplus, does not affect the position of the farmer, or cultivator, save in so·· 
far as he is in a position to retain the surplus were it· not collected by the· 
State. Qua farmer there is no subtraction from iricome and thus it would' 
seem clear that there is no tax. It is equally obvious that, where a rent­
receiving class exists, such a levy is a compulsory subtraction from income. 
But it may be contended that there is even here no real deduction from· 
income since the capital value of the land revenue will have been aiJlortised 
in the course of the various past transfers of property by sale. According· 
to this line of argument the land revenue would be a tax only upon a pasto 
generation of landlords, or upon present landlords where no transfer of pro"·· 
perty had taken place since its first imposition. Finally, if the State is· 
supposed always to have taken all or part of the economic surplus, to that 
extent no rent-receiving class will have com~ into existence. Thus it would' 
seem that under certain Circumstances the land revenue does not fall upon 
the income of any existing class of the community .. It should, however, be· 
borne in mind that the land revenue is not entirE'ly peculiar in this respect .. 
An invariable tax of long standing may, with considerab.le truth, be held not· 
to affect the income of any class. For the labour and capital of the com-· 
munity will tend to be distributed between the various occupations arid invest­
ments so as to bring in the same marginal rAt.urn in every direction and the · 
size of this return will be determined by the standard of living. This standard· 
of living may then be treated as unaffected by the tax.· The-conclusion, there-­
fore, would seem- to be that there is no ground for classifying land revenue· 
differently from taxation merely by reason of the fact that it falls upon: 
surplus or because by reason of its long imposition the income upon which it·. 
falls may be regarded as belonging to persons· who have been prevented from: 
coming into. existence. 

The truth is that taxation cannot be defined without reference to an ideal, 
or standard. That ideal is the efficient supply of a real utility at cost price. 
But here we at once come up against the fact that in the case of the resources 
supplied by nature there is no cost price and where these factors in production 
are concern~d, owi:ng to differential quality or limitation of quantity, they 
possess a differential value. Costs therefore differ and surplus income or· 
rent arises. Income that is rent, or surplus, has this important difference, 
from marginal income in that it cannot be retained save by " ownership " . 
while marginal income is retained in virtue of service. · It follows. tlmt surplu~' 



income may be appropriated without affecting service but that if marginal 
income ·is appropriated, service ceases. It is, of course, this elementary 
principle that explains the frequent demand that the financial needs of the 
State should be met by imposts upon rent. 

In any developed State the growth of population combined with the desire 
·to enjoy without labour leads to the emergence of a separate rent-receiving 
-class and to laws of property which secure its possession. Where a private 
rent-r~ceiving class exists and the State by virtue of its sovereign authority 
.steps m to collect some or all of such rent there would be no hesitation in 
-classifying such an impost as a tax.· There appears at first •sight no reason 
for refusing a similar classification in the case of waste land, even where the 
·occupation of the waste is regulated by the State. For it is not an insepar­
able quality of Statehood that it should appropriate surplus income. 

There is no difference in principle between an impost of long standing upon 
-cultivated land and an impost, newly imposed, upon land hitherto unused. 
In both cases it represents a compulsory deduction from income potentially 
.accruing to a private person without a corresponding cost. 

The difference that really demands attention is between an impost upon 
.a surplus and one upon marginal income. In the case of a long standing 
impost on surplus income from land, as with a new impost on waste land, 
i;he principal fact of importance is that it prevents a rent-receiving class 
from coming into existence and so far does not reduce income per head. 

It does not of necessity follow that the State should nationalise .the land 
-or retain public lands in public ownership and management, this depends on 
i;he relative sucooss with which the State or private owners will manage and 
-develop their property. In early times much revenue was obtained from 
public domain in practically all countries and the tendency in most progressive 
-countries has been to turn public domain into private property. Adam 
Smith remarked that "The revenue which, in any civilised monarchy, the 
·Crown derives from the Crown lands, though it appears to cost nothing to 
individuals, in reality cost more to the society than perhaps any other equal 
revenue which the Crown enjoys." At the present time the majority of 
-economists would, as regards most countries, prefer the levy of taxation on 
land values to the maintenance or acquisition of land as public domain. 

Whether this verdict holds good of India at the present time need not be 
here discussed. It follows that, if the State owns and manages the land, it 
performs a service, which will have a cost·price, which would have to be incur­
red, other things being equal, if the land were used to private managemeni. 
The income from land may here be regarded as derived from a commercial 
service. The net income should l>!! calculated after deducting, pure costs of 
management and interest on improvements. The surplus should be classified 
~ taxation. How far this taxation involves a burden should be treated as a 
separate problem from that of classification-namely one of incidence. 

Written mem!n'andum of Professor Hamilton. 
Q. 98.-I am strongly in favour of the withdrawal of this exemption. I 

t;ive below the principal reasons that lead me to this conclusion. 

1.-The Pledue of 1799. 
The principal ground upon which continued exemption from income-tax 

i• claimed by the recipients of income from agriculture is the so-called pledg£ 
of 1793. In the Regulations governing 'the Permanent Settlement in Beng~l 
it was stated that " no demand would ever be made upon them or their 
heirs or successors by any future government for an augment.ation of ~he 
rublic assessment in consequence of the improvement of their respect:ve 
-€states ". This provision has frequently been advanced as tantamount to ~he 
perpetual exemption of zamindari income from land from all f~~ of t!lxat1'?n 
other than that taken by the assessment then fixed. In exammmg this claim 
it is usual to refer to the intention of Government in 1793. 
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It may be pointed out that the words of the Regulations quoted above them­
selves seem to indicate a limited application for the "pledge". It is express­
lv stated that no augmentation of assessment shall be made "in consequence 
~t the improvement of their respective estates". Nothing is said with regard 
to any other form of revenue demand outside the nature of the assessment. 

In the second place the intention of Government is. declared to be of this 
limited nature as shown by the commentary to be obtamed upon the purpose 
of the Regulations in the Minute by Lord Cornwalli;S of February 10, 1!90. 
In this Minute it is very clearly shown that the zammdar was not conceived 
as having any absolute or uncontrolled economic interest in his property. It 
is said "Whoever cultivates the land, the zamindars can receive no more than 
the established rent, which in most places is fully equal to what the culti­
vator can afford to pay ". Again, it is declared that the financial receipts of 
the zamindars might be interfered with in other directions. Thus, Cornwallis, 
speaking of the zamindari sair duties, said, " It does not appear to me that 
the regulations for the new settlement confirm all existing taxes, if, upon en­
quiry, they shall appear to be mi.authorised, or of recent imposition; nor that. 
the zamindars will be entitled to deductions, upon the abolition of them". 

Again, Cornwallis distinctly accepts the argument that the ultimate 
criterion in adjudicating upon the rights of individuals must be the general 
welfare of the community. He said, " I admit the proprietary rights of the 
zamindars, and that they have hitherto held the collection of the internal 
duties; but this privilege appears to me so incompatible with the general 
prosperity of the country, that however it may be sanctioned by long usage, 
I conceive there are few who 'will not think us justified in resuming it." 

Finally, Cornwallis laid down that "The supreme power in every State. 
n.ust possess the right of taxing the subject, agreeably to certain general 
t·ules ". 

It is well known the Government of India has expressly declared its belief 
that the Permanent Settlement was intended to give no promise that taxa­
lion, other than an enhancement of the assessment, should not in future be 
imposed upon the zamindars. This is fully argued in Despatch No. 5 of 
l\fay 12th, 1870. 

Apart from the intention of Government in 1793, it is important to con·. 
sider what has been the subsequent practice. It is evident that. since 
1793 agricultural income of zamindars has in fact been otherwise taxed. 

When the Cess Act was under discussion, it' was strenuously maintained 
by the zamindars of the permanently-settled areas that it was a violation of 
the terms of that settlement. This view was not upheld. 

Further, it is obvious that at the present time such. income is taxed, in 
~ddition to the payment of land revenue, by the various forms of indirect. 
taxation such a• customs revenue. It would seem futile to regard as justi­
fiable the imposition of a tax in one form only jf it were to be evident that. 
the substitution of a tax in another form would be for the general good. 

Tn discussing the validity of the pledge of 1793, whatever may have been 
the intention of those making it, the fundamental political principle must be 
borne in mind that " a Prince is not bound by his• pledges ". 

This seemingly immoral statement is, although of Machiavellian origin, 
nothing more than an assertion that the good of the whole community must 
prevail over any decisions or pronouncements of particular governments or 
rulers in the past. If all the past declarations, stated to have been made 
"for ever," were in practice observed as such the people now and in the 
future would be enslaved by the " dead hand " and the reality of progress 
denied. . 

For these reasons, if it can be shown that on other grounds the taxation 
of agricultural income by the levy of an income-tax is desirable, the argument 
from the Pledge, whatever may have been its terms or intention, should be­
set aside. If this is agreed, it becomes possible to discuss the question from 
'>ther points of view. 
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2.-Phe Oanon of Equity. 

. There ~ no more generally admitted principle of taxation than that which 
'however It .may be formul~ted, i~sist;s that there shall be no specially privi= 
ie~J:ed class I?- the commumty whtch ts o;xempt from the duty of bearing it~ 
fmr proportiOn of the tax bur~en. It IS agreed that in India a very large 
pa~ of the annual value of agncultural produce is paid as rent to the land­
-owmng classes. To exempt such wealth from direct taxation from which. a 
lar~e part of the central revenue is obtained, while levying it on incomes 
derr~ed fr?m ~ther forms of capital or fr?m productive services appears a 
mamfes_t v10latwn of the canon. One man mvests his wealth in an industrial 

-enterpnse and any profit which he may derive is liable to such direct tax as 
t.he state determines to be necessary. Another man buys land and his income 
is free of direct taxation. Unless there are other valid reasons for such dis­
~rimination the failure of justice seems self-evident. There is however one 
-~rgume':lt brought gainst this apparent inequity. It is .th~t agricultural 
mcome IS already heavily taxed by the levy of land revenue. This argument 

'Ileeds careful examination. It will be convenient to consider different 
possible cases. 

(a) The successor of an original proprietor of a permanently-settled estate. 

It is common knowledge that, whatever may have been the proportion of 
>the original assets taken at the Pennanent Settlement, the increment in land 
values has been so great since that settlement that the land revenue now re­
presents a very small part of the income value of the land. The whole of the 
increment has been enjoyed free of income-tax. In so far as the increment 
~has been roughly continuous, any purchaser of land during the intermediate 
period has enjoyed the subsequent increment free of further tax. 

(b) A present purchaser of land. 
It may be represented that when land is purchased at the present time 

the buyer takes into account in the purchase price the fact of tax exemption 
and pays a higher price in proportion. There is no doubt that this will be 
the tendency so far as past increments of value are concerned, and the pur­

·chaser will have given a higher price than he otherwise would have done, 
just as he would give a higher price for a government security which was . 
yielding interest free of income-tax than for one subject to taxation. It can 
"hardly be contended, however, that a present buyer is likely to discount in the 
-purchase price the future increment in land value. If such an investor will 
,suffer to some extent from the imposition of an income-tax, it may not un­
reasonably be argued that the growth of population and the development of 
'the country will more than compensate him before many years are passed. 

(c) The proprietor of land in a temporarily-settled estate. 

Since the land revenue is here subject to revision it might be argued, no$ 
·only that the present rate of tax is high, but that the state has the means 
•of raising its tax demand upon incomes from this source. Against this con­
·tention it may be pointed out that the practice of fixing assessmE!nt for long 
lPeriods and of limjting the 'assessment to a portion, less than half, of the net 
oassets not only renders the machinery of the land revenue un.suitable for the 
'J!urpose of obtaining an elastic element in the revenue, but gtves to the land 
"tax the character of leaving agricnltural profits untaxed. and of taking from 
"the rent receiver ouly a moderate fraction of the incremental value of Ian~. 
it may be said therefore that neither in permanently-settled areas nor lD. 
temporarily-settled does the land tax act as a tax on agricultural profits and 
that it is only a moderate tax on agricultural rental. 

The sufficient argument agaillst the view that land is alr~ady taxed up 
ro the limit of equity is that the land tax does not fall on a~cultura! profit 
and that in any case the imposition of an income-tax upon a~cu~tn_ralmcome 
would only fall upon those with :::: :::.come above the exemptwp. limit and that 
:the capacity to pay will thus be proved. 
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3.-The Canon of Economy. 

1t is important to ask whether an addition to the taxes upon agricultural 
income would have any harmful effects upon .the productive enterprise of 
the state. The conclusion, in my view, is in the opposite direction. It is 
~ommonly admitted that the investment of capital in the purchase of land in 
Tndia is very slightly atte11ded by the performance of productive functions by 
the im·estors. There is no economic gain in diverting capital from industry, 
for example, into the purchase of agricultural rents. Those who buy land for 
the purpose of themselves undertaking the business of cultivation are almost 
wholly persons who, as small cultivators, would be below the exem1~tion. Iimit 
·for income-tax. There is no ground for supposing that the plantmg mdus­
tries or the large scale agriculturists should be exempted from income-tax 
any more than in the case of other capitalistic undertakings. There is, on 
the other hand, the certainty that the levy of income-tax upon agric)lltura1 
income would provide a large revenue for the state from a class of persons 
who above all others are accustomed to spend a large proportion of their 
11·ealth in ways that add little or nothing to the production of further wealth. 

4.-The question of Expediency. 

Whatever may have been the direct economic advantages likely to follow 
from a levy of increased taxation upon agricultural income, it has often been 
supposed to be politically inexpedient to alienate the lat·ge landlord interest 
by any encroachment upon existing privileges. This argument, as applied 
to the maintenance of th.e immunity of agricultural income from direct taxa­
tion, appears to me to be mistaken. There is, in a large section of publio 
opinion in India, not only outside the permanently-settled areas, but wit.hin 
also, a rapidly growing belief that the large landlords ·are parasitic, judged 
from the economic standpoint. Moreover, the sense of inequity arising trom 
a comparison of the position of landlords in the temporarily and permanently­
settled areas is becoming acute. I believe that to refuse to subject agricul­
tural income to direct taxation is to perpetuate and stimulate such sentiments, 
while to remove the exemption would be to greatly lessen their force. 

5.-Discrimination between different lcinds of agricultuml income. 

In my opinion there is good theoretical justification for discriminating in . 
the tax system between income derived from economic service and income 
derived merely from ownership. The only important considerations arise 
when the practical administrative methods for carrying the distinction into 
pffect are reviewed. There is an important difference from the point of view 
of social economy between income from pure economic rent and income from 
agricultural profit. While, in my opinion, there is no ground for exempting 
.agricultural profits from income-tax, there is strong theoretical justification 
tor taxing income from economic rent at a higher rate. I am not aware of 
any serious administrative difficulties that' would follow upon an attempt at 
such discrimination, although it is clear that in practice the income of land­
lords will often be uf a composite character, partly pure rent, partly interest 
on capital, and partly wages of management. Discrimination would imply 
a more careful system of account keeping than is probably now 'the case and 
these accounts would have to be subject, in case of need, to administrative 
inspection. The cost of collection would be somewhat increased as also would 
·be the difficulty of tax assessment. 

As regards further discrimination between absentee and resident landlords, 
the arguments in favour of discrimination seem to me to be more doubtful. I 
assume that in the majority of cases landlords are resident at times and 
absentee at others, and it might be difficult to determine the proper definition 
of ahsenteeism. A considerable element of discrimination might precipitate 
the transfer of land from the ownership of large landlords to small landlords, 
and I am far from confident that this would be advantageous. 

Q. 96.-A tax is any compulsory deduction made by the state from the 
income or capital belonging to a person regarded for the purposes of taxation 

D 
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as a member of the state, and any excess over normal cost of production it~ 
the charge levied by the state for goods or services voluntarily purchased 
by such members of the state. 

This definitio~ agrees, so far as the first part is concerned, with that used 
by many econonnsfs. It makes the fact of compulsory payment suffice with­
out the further consideration of the nature or extent of the benefit conferred. 

. Th~' o.e;o~d part of _the definition is not usually found. In my view its­
mclusJOn IS Important m order to prevent " disguised taxation " from being. 
overlooked. 

The term "rent" is used in two senses. In ordinary business terminology 
it means the hire price for a material commodity; as the hire of n bicvcle o"r· 
a ho?se. Under normal competitive conditions the rent will be fixeci so as· 
to give to the owner the cost, expenses of management, and interest on 
capital invested, during the productive life of the collllllodity hired. It is,. 
in effect, a form of extended purchase. The second sense of the term is that 
commonly. distinguished as "economic rent," or surplus. It applies in the 
c:-ase of an imperishable form of wealth and its amount is determined by the 
differential value, due to natural or other advantages not the ·outcome of 
direct capital investment, of any given unit. of the commodity over the value 
of that part of the co1lllllodity, the employment of which just remunerates the· 
capital and labour applied to it. 

The hire price of land is commonly termed rent and the state in India 
having in the past been frequently described as the "owner" of the land, the· 
land revenue has been regarded as an income derived in virtue of ownership. 
'l'he old use of the term owner was really equivalent to the modern conception! 
of sovereignty. The compulsory demands of the sovereign are now defined 
ItS taxes and from this point of view the land revenue is more properly de-· 
fined as a tax. The question, however, is complicated by the double sense in• 
which the word rent is used. 'fhe owner of land under competitive condi­
tions can secure the surplus value of his lands for himself and the greater· 
part of the rent actually paid for land is commonly the differential va lne. 
When it is said that the land revenue is rent, the significance of the statement. 
is commonly found to be thnt it is a part or whole of this differential value. 
Tt is sometimes also wrongly supposed that the charge for the use of land 
cannot exceed this differential element. Further since under private owner-­
Rhip the differential value will commonly be transferred to the proprietor 
from the user, its absorption by the state is represented as leaving the user 
tmaffected. In other words, the user is represented as bearing no "burden ,. 
as he would if called upon to pay a tax. So far as the hirer of the land is· 
concerned this view is largely, but not necessarily, correct. 

In some parts of India the state has definitely surrendered its claim to be 
reaarded as the " owner " of the land. In other parts it still so describes·­
it;lf. In so far as rent implies merely the hire price paid to the owner it 
~.-ould follow that in the former cnse the land revenue is a tax and not a 
rent. But the question of ownership does ·not affect the issue whether the 
charge is a form of surplus. In the latter sense land revenue may be called! 
,. rent in both cases. But it will also be evident that in this sense the surplus 
or rent nature of the payment is independent of the question of ownership 
and may belong to a tax. 

In my opinion the land revenue should in all cases bl• defined as a tax,. 
while at the same time it is a tax, the incidence of which is generally, but. 
not necessarily, upon differential value. 

Q. 97.-The first part of this question may conveniently be considered under: 
three heads:- · 

(a) is the land tax conceivably a burden upon the cultiva~or in vi~w. of 
the fact that it is largely, and according to a sectiOn of op1111on 
entirely, incident upon the surplus value of land? 

I have alreadv submitted a note to the Committee in which I have argued' 
that the land tax is not necessarily levied upon surplus value ~lone. .It will 
be evident that unless all land is accurately valued, not only lD the hght of 



95 

-crops actually grown but relative to the cultivation of the m·ops that ought. 
to be grown by a re;sonably efficient cultiv~tor, that it wil! be impossible to 
.say accurately what the surplus value of different lan~s will be. Moreov:er, 
this surplus is not a permanent and ~table fact, but ~s affected by varymg 
conditions such as changes in the relative demand for dlfferep.t crops, changes 
in the distribution of the rainfall, and so forth. The real amount of the tax 
is also largely affected, when it is levied i~ cash, by ~he prev~iling; lev~l ~f 
pi·ices. 'Thus, in view of the many changmg factors In the situatiOn, It IS 
quite possible that the land tax, although at the . time of assessment l~v!ed 
on the· surplus value, may exceed the true economiC rent before any revisiOn 
of assessment is undertaken. 

But, in actual fact, there is very considerable difficulty in asce~·taining the 
.amount of surplus value even in the ?ourse of s~ttlement proceedm_gs so that 
cases may arise where the assessment m the first n~stance exceed~ this a~o~1_1t. 
J\Iy conclusion, therefore, in regard to the the~:>retwal an~ practical.poss~b~l~ty 
of an assessment in excess of the true economic surplus IS that the possibility 
exists. This conclusion, however, is largely of theoret.ical interest only. The 
practical issue raised in the question is-

(b) is the land tax a considerable portion of the gross income of the 
cultivator and is it levied in a manner likely to be inconveniim~ 
to him? 

It is a matter of common knowledge that the land tax now levied in the 
permanently-settled areas represents a very small part of- the gross produca 
of the land. In these areas it is not the land tax, but the landlord's rent that. 
has to be examined, and since the machinery for assessing and modifying 
~ents is largely the same as that for assessing and varying land revenue in 
the raiyatwari areas, the two problelllS are largely the same. 

Both in the determination of fair rents in the permanently-settled areas 
·and in the fixation of land revenue in the raiyatwari areas, the fundamental 
.principle of assessment is not the levying of a certain proportion of the gross 
produce or of a proportion of the net profit, but a broad calculation as to 
what the cultivator can pay. I do not attempt to give statistics relative-·to 
·the proportion which the Janel revenue bears to the· annual produce or the 
selling value of lnnd, since the Committee \viii have that from the variouo 
Re,·enu£> Departments. I believe it. is common knowledge that this propoi'­

•tion is very low as compared with that charged in former times. Jt is also, 
1 think, beyond dispute that the land revenue does not represent. a charge 
·which should prove any burden to the cultivator, provided that other economic 
conditions were satisfactory. It may be pointed out that in Government 
reports dealing with Janel revenue it is the practice to state conclusions as 
to the proportion of revenue to Janel value or to gross produce in the form 
_,f avera!!:(JS for large areas. This suffices to prove that there is no large 
over-assessnwnt, provided the data are correct, but it does not prove that 
·IJonsiderable over-assessment does not exist, while it is concealed in the general 
·average. 'I mention this, not as throwing doubt on the truth of the general 
!enienc .i of the assessment, but as indicating that such statistics cannot by 
t!1emseives be accepted _as proof. I accept_ the proposition that at the present 
tnne the Janel revenue IS not a large fractiOn of the gross income of the culti­

·vator, a-ncl -that recent economic changes have tended very considerably to 
reduce that proportion. · 

Tt. hn• vAry frequently been alleged that, although the Janel revenue is 
moderate in amount, its mode of collection is rigid, nnd that this largely off­
>ets any benefit which might accrue from the moderation. · 

1t _is ~he. central feature o~ I1_1clia_n agricul~ure in many parts of the country 
tha:t It IS hable to such v~ria~wn m the ramfall and other conditions upon 
·winch the results of cultivatiOn depend that the occupation of farming is 
.attended by a large ~neasure of economic risk. A cultiva~or may make large 
:profits for one year 111 five, small profits for three years m five and a loss 
,£or the other year.. Provided. th.at the cul~ivator averages his p~ofits all will 
, be well. In practiCe, the ma)<;mty of cultivators clo so only to a moderate 
,.extent and they transfer the risk, at a high cost, to the mahaian. The land 
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reyenue is a first charge on the produce of the land and the general rule iB­
that it is demanded with regularity and punctuality. This inelasticitv is 
often represent~d as a prominent cause of indebtedness. In a sense· the 
charge is true, but more correctly it is a hustero1~ prote1·on. For if the culti­
yator were not alread~ in the habit of transferring his risks to the maltajan, 
if_ he were not already mdebted, he would have the reserve which would ennble­
h!m to meet the revenue demand punctually. As things nre, it is· an nddi­
tional force which drives the cultivator to the money lender. 

T!:i~ suggests the question whether a more elastic svstem of collection iB­
not possible. Various alternative proposals have been made-

(i) that instead of a fixed rate per acre there should be a percentnge 
of the cultivator's profit. 

There are two very serious objections to this proposal. Administra'tively the 
attempt to determine individual net profit in the case of thousands of culti­
vators in any district would be impossible. It would be necessary to ignore 
individual circumstances and to adopt some more or less automatic index, 
such a;; tho estimated outturn of principal crops. 

The second objection is that it would make the standard of life the deter­
mining factor of th2 revenue instead of the revenue the determining factor 
of the standard of life-

(ii) that instead of a fixed rate per acre there should be n rnte \"arying 
with the realised outturn. 

This would be a change to the old land revenue practice of taking a share of 
the actual crop, save that in place of a fixed share a graduated share might 
be taken. To a limited extent this principle is already in force in connec­
tion with the practice of revenue remissions and suspensions. I understand, 
however, that such suspensions are not made automatically in most cases, but 
are only introduced in exceptionally unfavourable seasons. Also they are­
applied, not individually, but to areas of considerable size as the unit. I am 
not sure that the system of suspensions could not be made of greater utility 
than is now the case. 

The third aspect of the question under discussion may be summarised ag. 

follo"Fs :-. 
(c) that no reduction of the land revenue would remove it from the 

category of "burdens" upon the cultivator, and that from the­
standpoint of the general welfare it is not advisable that it 
should be fixed very low. 

It is evident that where there is a strong tendency to borrow up to the­
limit of available credit and to subdivide land up to the point at which a 
holding will just support the occupier and his dependents a reduction of 
land revenue is likely to be accompanied by an increase of borrowing or a 
further subdivision of holdings. When the cultivator just manages to subsist. 
on his net earnings and any surplus is absorbed either by the landlord or the 
mahajan, the responsibility for the payment of land revenue must be a burden· 
however small the revenue may be. 

A low land revenue, or, in zamindari areas, a low range of rents, may 
thus chiefly result in promoting subdivision of land and poor cultivation. 
To take as the chief principle of assessment " as much as the occupying raiyat 
can afford " (c./. section 35 of Bengal Tenancy Act) is in reality no principle· 
at all. And .in fact a comparison between the assessments of different dis­
tricts will show that there is no uniform principle applied. In some a;-eas­
rents are low but there is no corresponding greater prosperity of the raiyats. 
In other distrlcts a hard-working and prosperous peasantry coincides with a:. 
refE>tively high level of assessments. Under section 35 of. the Benfla~ Tenano/ 
Act. it is not uncommon for a judge to take into account m detenmnmg a &Ult 
fc.r ·enhancement the size of the cultivator's family. This may be humane in 
the particular instance, but it is bad in its general results. 

It will be evident that no statement regarding the severity or leniency or 
an assessment can be made unless the unit area of the holding is defined. 
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Relative to the prevailing method of cultivation and the crops grown there 
will be in respect of given qualities of land a certain area which 2:ives the 
maximum productivity. A larger area will require a different method oi 
cultivation or will imply a waste of labour. A smaller area will certainly 
imply the latter and almost certainly an inadequate supply of capital. It 
should be the main principle of assessment to keep holdings as far as possible at 
the maximum productive size. ~·o reduce land revenue to the level of the capa­
city to pay in the case of occupants of uneconomic holdings is to connive at 
the multiplication of a large population at a low level Of subsistence. 

Q. 99.-The tendency of land revenue administration in temporarily-settled 
areas has been towards increasing the duration of the settlement. In perma. 
nently-settled areas the same· principle has been applied in fixing the rents 
of occupancy raiyats. The object of this method is to give the cultivator full 
inducement to improve his holding and to avoid the exhaustion of the soil as 
well as to reduce the evil of the expense and general upheaval caused by 
settlement revision. 

Admitting the advantages of a long-period settlement, it has been accepted 
that important price changes may inflict serious injury upon the one party 
or the other to the land contract. Hence, within the term of a settlement, 
facilities are given for modifying the rent or the land revenue on account of 
price changes. But such modification is attended with considerable expense 
and can only be effected at considerable intervals of time. 'It would be a 
very great advance in the direction of equitable determination of cash rents 
if the rent fixed at a settlement were made variable year by year in accord· 
ance with a sliding scale of multipliers based on price changes. This scale 
should be based on an index of general prices and not upon an index of 
prices relating to the crop grown only. For the object of the scale would be 
to adjust for changes in the general purchasjng power of money and not 
merely for variation between good and bad seasons. 

Taxation in relation to Taxable Capacity. 

Under this head I would offer a few broad generalisations for the consider­
ation of the Committee. 

1. The investigations into the amount of the national income and its dis­
tribution between different classes of the community, while not without value 
in relation to the problem of taxation cannot be accepted as final either in 
relation to taxable capacity or to the desirabiljty of increased taxation. Still 
less are international comparisons regarding the proportion of taxation to 
average income to be taken as a guide. 

2. There are two features of Indian economic life of special importance · 
relative to taxable capacity: the extremely low productive efficiency of a 
very large proportion of the people, and the great preference for leisure over 
labour. There is a large potential increase to the amount of wealth produc. 
tion to be made available through the improved physical and mental develop­
ment of the people. In my opinion advance in these directions can only be 
made through a large expenditure of public funds and any such improvement 
will add largely to taxable capacity. Moreover, very large sections of the 
people work only so hard as they need to provide a low standard of consump­
tion, but the addition of a moderate further tax burden will result, not in a 
lowered consumption, but in a larger production. For these reasons I think 
that opportunity for productive expenditure rather than apparent taxablE 
capacity should be the measure of taxation. 

3. In a country such as India it is largely true that very great sections of 
the people will live at the lowest standard of life at which they are allowed 
to live. An improvement in that standard will only come by increasing the 
demands upon the people. To exempt the lowest economic sections from 
taxation will not improve the economic position of the people within them. 
For this reason I hold that there is complete justification for the levy of a 
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tax such as the_ ~alt tax or a poll tax, which falls in the first instance upon 
the poorest sectwns of the people. In the past the broad tendency of economiC' 
life in India has been to absorb increasing national wealth in a large surplus 
e!ljoyed by compar!ltively few in unproductive expenditure and in the provi­
Sion of a greatly mcreased populatiOn at a very low standard of life. Thb 
problem of the future is to divert the surplus into productive uses and to im· 
prove the quality rather than the quantity of the population. 

Note on certain estimates of Income in India. 

(1) The lack of reliable economic statistics. 

It is a commonplace, frequently insisted upon that one of the chief diffi­
culties in the way of reaching reliable conclusi~ns regarding the economic 
condition of the people of India is the want of satisfactory statistical data. 
While admitting fully the difficulties in the way of collecting such data it is 
impossible to absolve Government, both in its central and local branches from 
the charge of underestimating the importance of making a more deter~ined 
effort to overcome these ~f!iculties. At certain critical junctures the serious 
handicap to legislation and administration arising from this defect has been 
emphasised by important official bodies and suggestions have been made for 
its removal, at least in some degree. Such suggestions, however, have received 
but little response from those in charge of the permanent departments con· 
cerned and little has therefore been clone. Thus when, as the result of famine, 
Government inaugurated in 1871 a new Department of Agriculture, .He1•enue. 
and Commerce for the purpose of helping the economic development of the 
country, and more especially the agricultural development, it was to han; as 
one of its chief functions the collection of agricultural statistics as a necesomry 
aid to its work. But, with the exception of the North-West Provinces no 
corresponding departments were created in the provinces and the new clepart­
ture came to nothing in fa<'o of official inertia. In 1881 the Agricnltur;.l 
Department was again galvanized into life as the result of the report of thE' 
Famine Commission of that year. It was agreed that hitherto "agriculturE' 
has chiefly been considered by the Government rather in its relation to the 
land re¥enue, which forms the· mainstay of Indian finance, than from thE' 
point of view of the food supply of the people." As the result of the recom­
mendations of the Famine Commissions, Departments of Agriculture were 
started in the course of the next few years in all the provinces. Among the 
specified functions of the new departments was the collection of agricultural 
.and fiscal statistics. The Famine Commission was fully alive ·to the import­
.ance of an efficient intelligence department jn relation to the econon.i:: conrli-

. tion of the people. It advised that in every village the body of village 
ttccountants should be put on a sound footing as responsible officers. "'here, 
-as in Benga1, these accountants had ceased to exist, they were to be revived. 
Over the village accountants there was to be a staff of acti•e officers to superhl­
')$nd their work. In every district there was to be a special officer whose 
main work was to be to take charge of all matters connected with the economic 
-condition and well-being of the people. In particular he was to supervise 
'tne collection of statistics of crops, prices, cultivated areas, and vital occur­
rences and to keep himself informed of the causes affecting the economic 
condition of the different sections of the people. This recommendation was, 
in essence, disregarded. Agricultural and vital statistics have been collected, 
but they are admittedly so inaccurate that they are of doubtful value. No 
agency has been set up for the proper supervision of their collection or for 

Effecti¥e collation and publication. This example is largely characteristic 
of what has occurred in respect of other branches of statistics. It may, per­
haps, be recalled that when on a recent occasion the demand for economy led 
·io the reduction in the staff of the Director of Statistics and of their work 
the principal basis on which the decision was reached as to what statistics 
.should be dispensed with was the opinion of leading business men as to the· 
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practical usefulness to them of the statistical publications. It would he diffi­
cult to select a more ineffective judgment relative to any statistics not directly 
used in the day to day operations of commerce. 

It is important to insist that for the purpose of statistical enquiry private 
agency alone is often quite inadequate. .Although much help can be obtained: 
from voluntary sources, it is essential that public funds and in many cases­
public sources of information and public authority should be invoked. But 
the primary and fundamental necessity is the creation of an organisation of 
a specialised and permanent character in every province for the collection 
and formulation of statistical information. To such an organisation the 
statistical work of other departments should he transferred and officers who 
are now required, without any evidence of their aptitude, interest, or leisure,. 
to deal in sections with the collection and presentation of statistical material 
should he relieved of this part of their present duties. 

(2) Estimates of Indian incomes mainly of two Tcinds. 
The published estimates of the income of the Indian people may he classi­

fied under two heads:-
(a} .Attempts at a valuation of the produce (usually the agriculturaf 

produce only) of the country produced in the course of a given 
year or for a "normal" year. The total value is commonly 
expressed as an average for the whole population and no attempt 
js made to ascertain the distribution of the annual product. 

(b) Intensive studies of sample or rep~:esentative villages, or indivi-· 
duals. Typical examples are the enquiries supervised by Major 
Jack and Dr. Mann and the family budgets collected by the· 
Chanakya Society of Patna College or the Bombay Labour Office. 

(3} Critical notes on certain of such estimates . 
.A.-VALUATIONS OF TOTAL PRODUCE. 

(i} Estimate by M1·. Dadabhai Naoroji, 1870.-Mr. Naoroji was the author 
of one of the earliest estimates of Indian national income. His method of 
calculation was extremely simple. Having stated that "the whole produce· 
of India is from its l~nd" he took as the foundation of his estintate the­
amount of the land revenue, .then £21,000,000. He then made the assump. 
tion that the Government took at least one eighth of the gross produce of 
the land and hence £168,000,000 represented the value of that produce. He 
added the gross opium and salt revenue and the revenue from forests on the­
ground, presumably, that these revenues equal the gross values of opium, 
salt, and forest produce. The total so obtained was accepted as the value of 
the mw produce of the soil. It amounted to £182,000,000 which was thet1J 
raised t6 cover the value of alienated lands, coal, and " anything else " .. 
Taking the population of British India as 150,000,000 the resulting income· 
per head was Us. 27 approximately. But Mr. Naoroji raised the total income· 
to £300,000,000 in order to include the value of manufactures, intoxicating: 
liquors, and any omissions. The result was an estimate of the gross produc­
tion of British India as Rs. 40 per head. 

The worthlessness of this estimate is apparent. The method adopted of 
reaching a total for the gross agricultural produce is clearly without justi­
fication. 'fhe proportion which the value of the crop bears to the land reve­
nue varies within wide limits according to the nature of the crop, the charac-· 
ter of the settlement, and so forth, and there is no reason to suppose that 
the resultant of all these variations is one-eighth. Moreover, in large partS' 
of India, such as nearly the whole of Bengal and one third of Madras, where· 
the Permanent Settlement is in force, the land revenue bears no similar 
relation to the value of the produce as in other parts of the country. Im­
portant sources of income are entirely omitted from the calculation, sue!• 
as the produce of fishery, and the estimated value of £100,000,000 for manu­
factures and " omissions " is little better than a i:Jlind guess. 
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~ii) M?'. Naoroji's second estimate.-Mr. Naoroji's second estimate of 
nat11;mal mcome was based on a different method. At that time Parliament 
requrred an annual report from each Local Government regarding the pro­
gr~ of the. people. A Statis~ical Committee in Calcutta drew up a schedule 
<>f.mformatiOn that should be mcluded in such reports and among the inform­
atiOn ~sked for was .a statement. of cultivated area, the yield per acre, and 
the pr1ce of the var1ous crops. The local governments varied very much in 
the degree of completeness with which they supplied the information asked 
for. Only two provinces, the Central ~rovinces and Burma, made compl<Jte 
ret'?rns. ~engal and Bombay appear to have made none at all. On the 
bas~s of this veg scal!-ty information, Mr. Naoroji did his best to compile an 
estimate of natiOnal mcome. In most provinces he had given the cultivated 
area, although in some cases even this was not stated e.g. in the case of 
Bengal. No complete information was gi\•en as to the'area'under the differ­
-ent kinds of crops so that Mr. Naoroji simplified the problem by assuming 
i;hat all the land was sown with one or two principal crops of that particular 
province. An average yield was then taken from the returns or where as 
-was often the case, no informatjon was provided as to yield, Mr. Nao'roji 
made his own guess. The average yield, multiplied by the area cultivated 
multiplied by the prevailing price, was then taken as giving the value of th~ 
total agricultural produce. 

A few of the statistical pitfalls standing in the way of a successful cal­
culation on this basis may be noticed. 

(a) The productive area.-Mr. Naoroji includes only the land returned 
as under cultivation and in some cases this had to be estimated; for example, 
the area in Bengal was obtained by assuming that the same area per head 
was cultivated as in the North-West Provinces, a very improbable assumption • 
.Apart from this uo allowance was made for double cropping or for tqe area 
avajlable for ,p-azing, or for the produce of fruit trees, or of forests. 

(b) The yield per aere.-lt is obvious that the yield per acre varies widely 
according as the land is irrigated or dry, fertile or poor. No statis­
tics were available showing the division of the land into these various classes. 
Hence a single average figure had to be guessed at. It is clear that in 
adopting average yields everything depends on the accuracy with which the 
average reflects the proportion of the land that is dry or wet, good or bad. 
There is here a very large margin for error. But the gteatest error committed 
in this case was the omission of all the more valuable crops, such as sugar­
cane, jute, garden crops and so forth. 

(c) The valuation of the produce.-For the purpose of valuation prices 
ruling in local markets during the two years 1867-68 and 1868-69 were taken. 
It was a definite belief on the part of Mr. Naoroji that the produce must be 
valued near to the source of supply .• In other words he distinctly refused to 
admit that carriage could add to the value of a commodity. He adopted the 
same view with regard to services. Mr. Naoroji argued that when a culti­
vator employed a doctor the source from which he paid him was the rice or 
t.he wheat grown on his land. This was calculated in the e.•timate of land 
produce. Thus to count it also in the form of the doctor's fee would, accord­
ing to Mr. Naoroji, be to count the same thing twice. It is evident that on 
this view the railways of a country, to say nothing of its professional men, 
add nothing to the real income of the people. The erroneous nature of such 
a belief is apparent. 

The gross produce from the land arrived at was £277,000,000 from which 
was deducted 6 per cent for seed, leaving £260,000,000. There remained 
certain other items of income for which Mr. Naoroji made allowance. The 
value of salt opium coal and the profits of commerce were put at £17,000,000. 
The annual' value ~f ma'nnfacture was stated at £15,000,000. The value of 
meat milk and fish were put at £15,000,000. Adding these various items a 
total'is re~ched of £307,000,000 to whjch a further sum of £30,000,000 was 
added for contingencies, giving £340,000,000 or Rs. 40 per head for the people 
of British India for a good season. 
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It is scarcely necessary to criticise this estimate in detail. The data were 
wholly inadequate for the purpose. Not even the cultivated area was known. 
The yield was taken from estimates for small areas that w'lre treated as 
typical of the whole. The value of the yield was based on the assu~p­
tion that only common food crops were grown. The grounds for the valuatron 
of dairy produce, fish, the products of industry and the profits of commerce 
were of the flimsiest. Grave inconsistency was shown in admitting commer­
cial profit as a form of income while rejecting the services of transport. 

(iii) Official Estimates of A.g1-icttltttml P1·ocluce.-The fi~·st official .es~imate 
of agricultural produce was made by order of the Fanune CommiSSIOn of 
1878. This was revised as the result of an enquiry on similar lines carried 
out under Sir David Barbour in 1881. The data for the enquiry were-

(a) estimates of the food-crop area, 
(b) estimates of the outturn of food-crops, 
(c) estimates of the non-food-crop area, 
(d) estimates of the outturn of non-food-crops. 

Quantities of produce having been calculated they were valued at Rs. 50· per 
ton for food-crops and at Rs. 30 per ton for non-food-crops. This total value 
11 ns divided by the total population (not the agricultural population only) 
giving Rs. 18·1 per head. This figure is sometimes quoted as an official 
estimate of the annual income of the people of British India at that time. It 
is, of course, nothing even approaching it. It is not even a complete state­
ment of the value of agricultural produce per head, for it omitted the produce 
of animals, such as milk, ghi, hides, meat; also the produce of trees and jungle 
products generally. Moreover, the data from which the valuation was made 
were of a kind that inspired very little confidence. Neither the areas under 
food and non-food-crops were very accurately known in many provinces. Still 
Jess was the distribution of the land as between the more and the less vah:.­
able crops. 

Ta-king the gross value of agricultural produce so far as enumerated,. 
which came to Rs. 350 crores, as the product of the 65·5 per cent of the popu­
lation directly employed in agriculture and assuming the inJ;:ome of the re­
mainder of the population to be at the same level per head, the income of the 
people of British India at that time would have been Rs. 525 crores or Rs. 27 
per head of population. 

In 1898 the Famine Commission of that year caused a revision to be made 
cf the results of the 1878 estimates. This revision was confined to a fresh 
calculation, on the same lines, of the output of a-gricultural produce. It mad'!; 
no new valuation of the produce, but accepted the same valuation as that of 
1878. On this basis the gross value of the year's agricultural produce worked 
out at Rs. 20·3 per head of the population. 

In 1901 Lord Curzon, using the calculation of 1898, po~nted out that taking 
the income of the non-agricultural population as equal, per head, to that of 
the agricultural, the result would be an average income of Rs. 30 per head 
instead of Rs. 27 as calculated in 1881. 

In 1914, as the result of enquiries in the Imperial Legislative Council, a 
fresh investigation into the value of agricultural produce was undertaken 
by the Department of Statistics. This enquiry was pursued on a double 
basis. On the one hand, the method used in 1878 and 1898 was adopted, 
and the revised figures obtained for the output of the year 1911. This output 
was valued at an increased rate owing to the intervening rise of prices. By 
this method the value of agricultural produce per head of agricultural popu­
lation was given as Rs. 49·6. 

Recognising the imperfection of the old basis of investigation, a separat& 
enquiry was at the same time carried out on a different basis. The chid 
differences of method were as follows:-

(a) the value of each crop was worked out separately instead of b:; 
means oi an average value based ou the prices for a few crops 
only. Thus allow!lnce was made for the crops of higher value,-· 
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(b) the produce was valued according to wholesale market prices for 
the year 1911 as far as possibl~, instead of local retail prices, on 
the ground that wholesale priCes are more accurate indices of 
value, 

(c) a number of commodities, omitted from the earlier enquiries such 
as straw, fodder-crops, milk, wool, hides and skins silk and 
forest produce were included. ' ' 

The statjstics of cultivated area were taken from the agricultural returns 
~f 1910-11. The estimated yield in the case of rice and wheat was that used 
for t~e crop forecast of 1010-11. In the case of other principal food-grains 
the yield was based on crop-cutting experiments in 1910-11. For various 
other products the values were obtained from various sources such as tho 
Prices Enquiry Report,· the Return of Prices and Wages, or ":ere estimated 
on the basis of certain published price statistics, all of which did not relate 
to the new year of the enquiry. 
• The total value of agrjcultural produce thus obtained was 12,85,04 laldts 
of rupees, or Rs. 72·7 per head of the population of British India directly 
dependent on agriculture. 

In considering the significance of this result certain qualifications must 
be emphasised. 

(a) The estimate is for a single year. It must be noticed that the area 
sown with crops varies very considerably from year to year 
according to the nature of the rainfall. Thus in 1917-18, a year 
of high rainfall, the area sown with crops was 268 million acres. 

/ In 1918-19 it fell to 227 million acres or a difference of 15 per cent. 
The variations in crop yield are even greater. Thus the outturn 
of the seven principal food-grains in 1917-18 was 62·2 million 
tons, while in 1918-19 it fell to 42·4 million tons or a variation 
nearly one-third relative to the former year. The year 1918-19 
was in many ways exceptional. An unfavourable monsoon was 
accompanied by the severe influenza epidemic which caused great 
loss of life and seriously disorganised the work of cultivation. 
But the fact that agricultural produce varies within wide limit• 
fr01n one year to another shows that to take the statistics of a 
single year is liable to give a false conclusion unless we are sure 
that the year chosen represents a fair average. 

(b) The estimate is an understatement. In stating the produce per 
head of the agricultural population at Rs. 72·7 the enquiry of 
1914 took no account of certain sources of production which in 
the aggregate are of considerable importance. Thus, in estimating 

·the value of forest products only, forest under Government con­
trol was taken into account and even for this the valuation of 
the products was certainly an under-statement. No one familiar 
with vii1age life in India will be ignorant of the very considerable 
help which the villagers get from patches of wood and jungle and 
grass in the neighbourhood. Part of this value is embodied in 
the value of the crops or the hides of animals, and must not be 
counted twice. But this, even wllen allowance is made for the 
value of milk, does not exhaust the income earned by animals 
which largely get thejr living free. The people themselves 
largely add to their food supplies from the produce of the jungle. 
Among the aboriginal population this is especial_Jy true. In _the 
Census of 1921 the population returned as belongmg to the .T~bal 
Religions, formerly classed as Animists, was nearly 10 JDIIhons. 
But large numbers of aboriginals are classified as Hind_us. These 
people subsist in a far Jess degree on the produce of ordma_ry food­
grains and the wild animals and jungle products upon whiCh they 
largely subsist are not included in the estimates that are here 
considered. 

Another important omission is the produce of fis~ing. It !s true th.at 
the enquiry related to agricultural produce and from thiS standpomt the OJDIS-
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sion becomes serious. According to Jack the families in comfort in Faridpur 
spend one-sixteenth of the sum whjch they expend upon rice in buying fish 
and even the families in extreme indigence spend about one twenty-seventh. 
Of course, the people of East Bengal are exceptionally well off in respect of 
the supply of fish. But there must be large numbers of the agricultural popu­
lation who are able to benefit considerably from their own labour spent in 
fishing in the sea, the rivers and the tanks and petty streams. 

Finally, a most important factor in income is that of house-building mate­
rials. In an Indian village nearly the whole of these are obtained free from 
what may be broadly included as the produce of the land. In an English 
village a family will commonly spend as much as ten per cent of the family 
income on house accommodation. In India this form of income is obtained al­
most entirely from the labour of the family, but it is not included in estimates 
of the value of agricultural produce. 

(c) The estimate is largely dependent on the accm;acy of the figures for 
crop outturn. A consideration of the reports of settlement 
operations in different pa:cts of the country will show the large 
margin of error-that enters into this calculation. The statements 
of cultivators will, naturally, nearly always place the figures for 
outtum too low. It is commonly believed that the correction of 
these by means of crop-cutting experiments is far from reliable. 
lt is perhaps not stating the position too harshly fo say that the 
question of outturn needs to be made the subject of a most care­
ful independent enquiry before confidence can be placed on the 
estimates of agricultural produce. 

(iv) Estimate of Agricultural prod1ice for the Madras Presidency, 1919-20.­
ln the Madras Year Book for 1923 is contained an estimate of agzicultural 
income for the Madras Presidency reached by Dr. Gilbert Slater on the basis. 
of figures for agricultural output relative to the year 1919-20. 1.'he summary 
of these values is as follows:-

Cereals and pulses 
Sugar 
Condiments ttnd spices 
Fruits and vegetables 
Minor food-crops 
Drugs and narcotics 
Fibres (chiefly cotton) 
Oil-seeds . 
Dyes 
Miscellaneous non-food-crops 
Live-stock 

ToTAL 

Rs. 
1,73,68,20,000 

9,30,~6,900 

30158,40,200 
20,92,44,100 

67,38,800 
14,37,22,900 
10,92,87,000 
20,29,89,700 

52,16,700 
76,88,500 

27,60,18,900 

3,09,66,53,700 

The population of the Madras Presidency in 192'!: was 42,794,155 of whom 
'i1 per cent were employed in agriculture. This gives an agricultural popu­
lation of 30,383,850. This population div;ided into the value of the agricul­
tural produce gives Rs. 102 (nearly) per head. 

With regard to the data for this calculation, it is said that the area under 
the different crops is extremely accurate. Almost as great accuracy is 
claimed for the prices at which the crops have been valued except in a few 
instances, the magnjtude of which is not sufficient greatly to affect the re­
sult. With regard to estimated outturn, it is admitted that although great 
pains were taken to get an accurate estimate for "the average yield per acre " 
there was " necessarily some doubt " as to the result. One figure was admit­
ted to be extremely speculative, namely, the value of milk, whic't1 o::ame out so 
low that it would take three cows to produce one anna wort:Ct ui milk per­
day. 
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Tn problems of produce valuation one of the difficulties to be overcome is 
that of double counting. It would obvious!~· be an instance of such error if 
the food eaten by an animal were included and the animal itself were 
s~parately valued in the case where the ~nimal was solely used for the produc­
tion of food. If the value of the fodder IS taken, then the value of the animal 
must be excluded. If the value of the animal is included, that of its fodder 
must be omitted. In this case the value of the animals ·was ascertained by 
a separate valuation of the milk, wool, hides, skins, cattle-dung used as fuel, 
the value of the carcase when dead, and the earnings from carting other than 
of agricultural produce. The value of certain agricultural products con­
sumed by the animals was consequently omitted. The most important ex­
cluded items were straw, cotton seed, horse gram, and manure. 

Other items omitted, not because of double counting, hut on account of 
the difficulty of valuation, were the ingredients for making toddy, the milk 
of sheep and goats, eggs and poultry. 

It will be seen that, unlike the official estimates already referred to, no 
value is included for forest products, presumably because such products are 
not strictly agricultural in character. For the same reason presumably, and 
following the. official estimates, no allowance is made for the value of fish. 

Certain comments may now be suggested relati,•e to the foregoing esti­
mates. 

(i) The method of valuation. 

It will be seen that in the official estimate of 1914 and in the Madras esti­
mate for 1919-20 the agricultural produce was for the most part valued at 
market prices. Information is not given to show whether average market 
prices for the year or market prices prevailing at harvest time were taken. But 
in either case the use of market prices gives rise to some difficulty. A large part 
of agricultural produce is not marketed but is consumed in the village of its 
production and, probably, by the producer and his family. The real value 
of this part of the produce is exaggerated by the use of market prices for these 
not only include the cost of transport services but, in some cases at least, the 
cost of market charges. Even in the case of that part of the produce which 
is marketed, it is only proper to use market prices when the agriculturist him­
self provides the means of transport. For if an independent transport agency • 
is employed, the labour and capital are non-agricultural. At the same time 
to value the produce entirely at v,illage prices in the place of production 
would seriously under-value the crops which the agriculturist himself conveys 
to m!)rket. The real value of a commodity is its cost at the place and time of 
its consumption or if allowance be made for national boundaries, when it 
leaves the country. But that part of the value of produce due to others than 
the cultivators will not properly be included as agricultural income, but as 
commercial or industrial income. It is thus necessary to recognise that the 
valuation of produce must at each stage be relative to the productive func­
tions tha£ have been devoted to it. In other words it is impossible to value 
produce without regard to the persons who obtain the incomes from the 
various stages of its production. 

Not only is the place of valuation important, but also the time. Between 
harvest and consumption the value of a crop may considerably appreciate. 
This will be so even where the crop is stored in the village for village consump­
tion for allowance has to be made for the cost of storage and for loss by 
wastage. 

The official estimate did not keep wholly clear of the error of double 
counting in 1914. The valuation of farm animals presents certain difficulties 
that have already been noticed. When farm produce is valued at neighbour­
ing market prices it must be taken to include the value of the animal labour 
in transporting it to market. Similarly, these prices will include the labour 
of plough cattle and of cattle used to draw water for irrigation or to work 
such machinery as is used by the cultivator to prepare his produce for market. 
When the value of the milk is added, nearly the whole value of cattle to the 
cultivator will have been accounted for. It is doubtful how far the hides, 
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horns, etc., of the animals should be included as agricultural income. To 
some extent their inclusion is correct since, even where the cultivator does 
not sell them, he probably gets cheap leather goods from the chamar or muchi 
in return for the privilege of removing and using the dead animal. It is 
evident that to include in addition to the items of value mentioned, the value 
of grazing and of fodder crops is to count separately a value that is already 
taken into account jn the value of animal services or animal products. It 
is true, however, that in one respect the value of. animals is understated m 
all the estimates that have been considered. For, in addition to the forms 
of animal labour referred to, agriculturists add something to their income 
from the possession of animals by transport services not coimected with tlie 
transport of agricultural produce or the performance of farm labour. 

(ii) The value of produce in 1·elation to income. 
Although it is expressly stated in the accounts of the official estimates 

that the reference is to the value of all agricultural produce, and not to the 
income of the agricultural population, yet the force of this qualification is 
very largely nullified by the expression of the result as a value per head, 
Also there is the hypothetical statement of what income per head would be 
if the income of the non-agricultural population were assumed to be equal to 
that of t.he agricultural. It is important to enquire, therefore, how far, if at 
.all, the <Jstimates of agricultural produce enable us to guess at the average 
income per head of the whole population. 

The first question that must be considered is (a) what is the agricultural 
population? 

It will be borne in mind that the estimates of agricultural produce refer to 
British India only. They should be related, therefore, to the population of 
British India. 

The total of workers and dependents in agriculture in British India, ex­
cluding fishing and hunting, was 182,411·686 in 1921. But these are very far 
from all being productive agriculturists. The Census explains that the cate­
gory of agriculture includes-

(i) the recipients of rent from agricnlturalland, 
(ii) ordinary cultivators, 

(iii) agents, managers of estates, clerks, rent collectors, etc. 
(iv) farm servants, 
( v) field labourers, 

(vi) growers of special products (tea, rubber, etc.), 
(vii) market gardeners. 

As the Census remarks, " the term agricultural occupation is used in a some­
what loose and extended manner". The Census enumeration divided the 
total agricultural population between these classes as follows :-

Class. Number. 
7,766,259 

ii 138,176,016 
iii 526,864 
iv 5,043,388 
v 25,824,364 

Yi 1,342,778 
vii 610,299 

From th~ poin~ of view of the subject which we are here discussing, the im. 
!JOrtant tssue !S whether the persons thus enumerated enjoy between them 
what may be called the primary income from agricultural produce or whether 
these numbers are swollen by others enumerated elsewhere in the Census 
?lassification, and wl~ether these agricultural classes add materially to their 
mcon1e from non-agricultural sources. 

It _may be confidently stated that the primary value of agricultural pro­
duce IS shared between a larger number of persons than those enumerated 
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above. The first point that may be noticed is that agriculture in India is­
financed at a very high rate of interest. l\Iuch of the work of financing is 
th;me. by persons inclu~<Jd among the ag~icultural population, nnd while the­
distributiOn of the agriCultural produce Is thus affected it is not dh·erted to 
this extent from the agricultural population. :1-iearh· 'nll those included us 
rent receivers will also be in some form or other money-lenders. l\Ianv of 
the more well-to-do culth·ators will perform the same function. But· the 
Census gives 1,922,~95 pers.ons as the workers and dependents engaged as. 
grocers and the selhng of Oll, salt, and other condiments. 1,215,679 persons· 
aro enumerated under the head of grain and pulse dealers. Some of these 
are the shop-keepers and the dealers of the towns but the great majority nre 
the village banias. They also are in almost all ~ases money-lenders. These 
figures raise a question of some importance. Is the money paid bv the 
agriculturist to the money-lender as interest on ad,·ances to be treated as a 
subtraction from his net income? Mr. Naoroji argued that to count" the 
payment made by the culti,·ator to the village doct<>r as a separate income 
earned by the doctar was to caunt the same thing twice, since there was only 
one source for the incomes of the cultivator and the doctor, namely the 
produce <>f the land. This was equivalent to sa~·ing that the doctor's fe~ was 
a deduction to be made before calculating the net income of the cultivator. 

1\Ir: Naoroji was very clearly mistaken, but the case of the interest charged 
by the money-lender is not so simple. It would he unquestioned that the 
value of seed, for example, should be deducted from the gross agricultura(, 
produce in order to arrive at the net income from cultivatimf. Ir \n.; 'Ottlu., 
of the seed is advanced to the cultivat<>r by a capitalist and interest on th(• 
advance is charged as remuneration for "waiting", it is correct to deduct th~ 
interest before arriving at the net income of the cultivator. The capitalist 
must be treated as a partner in agriculture and to this extent must he in­
cluded under the head of the agricultural population. On the other hand, 
where the cultivator borrows in order to obtain an independent satisfaction 
and not an instrument of production, for example, in order to ;marry his 
daughter, the interest on the loan represents part of the cultivator's net in­
come and for this purpose the money-lender is outside the category of the 
agricultural population. 

The Census contains another sub-head of the population which is pic­
turesquely described as enumerating " beggars, yagrants, witches and 
wizards". There are no less than 2,018,505 of these in British India and; 
for economic purposes a large proportion of them should be added as " depen­
dents" upon agriculture. There remains a very consjderable number of per­
sons who, although not included among the agricultural population, enjoy a 
not inconsiderable share of the value of its primary produce. The ,;ystem of 
joint family property results in many of those enumerated under the head of 
industry, trade, and the professions receiving shares in the produce of the> 
family lands. In any attempt to reach an estimate of the net income per 
head going t<> those engaged in agriculture, a Yery considerable allowance for 
value received by the persons retaining an interest in the land, but finding 
their main income in some ather occupation, must be made. 

Finally, the Census includes 6,523,805 persons classed as "labourers and 
workmen otherwise unspecified". It is certain that a proportion of these are­
at least part-time agricultural labourers participating in the income from 
agriculture. 

It is thus evident that relative t<> the problem of the distribution of the 
primary produce of agriculture, the numbers t<> he inc~uded must be inc!eas~<l 
by several millions over those included as the agncultural populatiOn m 
the Census. . 

The next question that must be raised in relating the pro~uce o~ agn­
cultnre to the income of the agriculturists is (b) to what extent IS th~ mcome 
of the agricultural population swollen by receipts from non-agricultural 
sources? -. . d h" 

The a11o;wer t<> this question is tliat the addition to be ~a e on t ~s 
!'lcconnt is large and oonsists af forms of income, some of whtch are well 
rPcognised, while others are frequently oYerlooked. 
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Reasons have already been given for supposing that the agriculturist 
tpossesses important subsidiary sources of income apart from engagement in 
other occupations. The income from fishing must in the total be V!}lued at 
Beveral crores of rupees. The value of forest produce to the country popu­
lation is far in excess of that commonly included, particularly when timber for 
house building and thatching materials are included. 

Apart from the additional produce of waters, forests, and grazing lands, 
which are inailequately accounted for in the estimates that have been 
eonsidered, there is a large source of income from subsidiary employment 
in the villages. Some of this employment is directly recompensed in cash 
or kind. In other cases it is not directly remunerated. It is well known, 
for example, that weaving is largely combined with land cultivation, and that 
in many instances those who add to their income from weaving are enumerated 
as agriculturists. In the aggregate also a conside-rable amount of employ­
ment is obtained in the rendering of occasional services to the wealthier 
village residents or to those touring through the villages. It is important 
to bear in mind that when a service is rendered for which rio direct payment 
is made, but on account of which some advantage is reaped, such as t.he 
receipt of occasional gratuities or the holding of land on favourable lorm s, 
there is created a separate and additional "product" and a corresponding 
real addition to income. Most important is that real income, for which there 
is no money counterpart in the shape of a payment, obtained from the 
preparation of materials for use. The labour of paddy husking, of flour 
making, of oil pressing and similar employments, in so far as performed 
directly by the agriculturists for themselves and not by a specialist non­
agricultural class, all represent additional forms of income over and above 
.that accounted for in the agricultural produce as valued in its raw state 
in the market. 

To these sub~idiary forms of income earned in the villages must be added 
the income earned by the agricultural population outside the villages. 
',Vhen a man or a woman leaves the village in order to take up temporary 
•employment in a non-agricultural occupation, leaving behind his or her 
dependents, the actual worker will be enumerated as non-agricultural. 
Hut a portion of his earnings wiii be remitted for the support of his de­
·pendents and he himself may return to consume a part of his earnings 
in the village. Such earnings do not, of course, form part of the income 
of agt·icultural activities, but they add considerably to the wealth divisible 
'between the people enumerated as agricultural. 

The conclusion must be, therefore, that while on the one hand some part of 
the value of the primary agricultural produce is drained away for consump­
tion by persons not included among the agricultural population, on the other 
1tand there is an important flow of non-agricultural income to the vil!r,ges 
ior the support of the agriculturists and their dependents. 

Both in the official estimates of agricultural produce and in that of 
'Dr. Gilbert Slater certain hypothetical statements are made relative to " in­
vome per head " of the total population from ail sources. Briefly this assump­
tion is that "the income of the country is divided between the two classes 
{agricultural and non-agricultural) in proportion to their numbers ", That 
;,, if th<3 agricultural produce, valued either in the viilages or the neighbour­
·mg markets, be taken for example at Rs. 72·7 per head (the estimate on th<l 
basis of outturn and ~.;rices in 1911), the same figure may be broadly accepte<l 
for the whole populatwn as the average income per head. This assumption 
1.nay be briefly discussed. ' 

(c) The income of the non-agricultuml population and the average income 
per h ea(l of the whole population. 

Before entering u~on the consi~eration of these two questions, a warning 
may be expressed agamst a concluston reached by Mr. Findlay Shirras in his 
Memorandum of 1917. He there states, in presenting the results of the 
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E'nquiry into the value of agricultural produce-" It will be seen that the 
value of agricultural produce in British India has increased considerablv in 
recent years and illustrates in some degree the important truth that Indian 
wealth has increased and is continuing to increase at a far greater rate than 
population ". " The income so-called calculated on the lines adopted bv Sir· 
David Barbour was Rs. 27 in 1881, Rs. 30 in 1901, and Rs. 50 in 1911: On 
the revised method Rs. 73 was the so-called ivcome in 1911," . . • . . . 
"these results are of value ...•.... as showing the rise in the valu'-' of 
India's agricultural production." 

The meaning of these statpments is, on the face of them, somewhat arahi­
guous. If the term "value " is used as synonymous with " price " the con­
clusion is obvious but valueless. That this is not l\fr. Shirras' meaning 
a{'pears from his s~atement that India's wealth is increasing at a far greater 
rate than populatiOn. Such a statement would be ridiculous if only motwy 
prices and not real income were meant. But 1\Ir. Shin·as makes no allowance 
for changes in the purchasing power of money, and for this reason his com­
parison is without justification. I do not myself suggest the application of 
this correcting factor to the money estimates, because, in my opinion the esti­
mates are essentially incomparable by reason of the changes of ~ethod in 
their collection. One qualification of this criticism may be made. Sir D:n-id 
Barbour made his estimate as a rough indication of "the incidence of taxa­
tion." Since the real value of money taxes will roughly vary in the same 
proportion as general prices, a comparison of incidence does not require a 
correction for price change. 

The first general proposition to be laid down regarding a comparison bet­
ween the money income of the agricultural and non-agricultural sections of 
the people is that, properly speaking, they are incomparable. This is the force 
of the statement, frequently made in England before the war, that an agri­
cultural labourer on l5s. a week was "better off" than a town labourer on 
80s. The first point to bear in mind is that, as already noticed, much of 
the real income of the agricult'ural population has no money counterpart. 
He seldom pays house rent; he pays no miller for milling his flour or baker 
for baking hjs bread; if he is ill he buys no medicine, but uses the herbs which 
he finds in the fields or the woods. Taken in their aggregate these items of 
unpurchased wealth represent a consjderable fraction of his actual money 
income. It has been said with much truth that "it is not upon the culti­
vation tlf grain that the peasant depends fo:t; his profit or even for his com-· 
fortable maintenance ". A second and very important point is that the agri­
tultural population is largely free from the necessity for much expenditure 
that is obligatory in the towns. He is compelled to pay for no sanitary ser­
,·ice or very little; he pays little for the upkeep of roads; he is under no 
compulsion to part with a not inconsiderable portion of his money wages to­
the sirdar. For these reasons the real income of the agricultural population 
is much more than is apparent from the ·money value that he receives. The 
force of these considerations is very much stronger when a comparison is made 
between the income of the Indian agriculturist and the English. If an Indian· 
peasant received· Rs. 72 per annum for himself and each member of his 
family, say, a ·group of 5 persons, or Rs. 360 in all as the money return for 
Lis agricultural produce he appears to have a gross money income of, say, 
£24 a year at the prices of 1911. An English a~icultural labourer at the 
same time would have received under favourable circumstances perhaps £40· 
a vear. But the additional items of real income enjoyed by the Indian 
would almost certainly be much greater, while, if interest on capital borrowed 
is omitt€d he would have a considerably narrower range of necessary ex­
penses. It is, of course, understood that the poorer class of Indian peasant 
would not in fact receive a money income equal to the average value per 
head of th~ total awicultural produce.· Yet the comparison suggests that the 
difference between the two is less than is often supposed. 

Although the real income 9f. the agricultural population .is considerably 
larger relative to that of the non-agricultural than would be suggest€d by a 
mere ·statement o~ the .money income received l?er head by_ the ID;embers of. 
the twa groups, partly because of the forms of mcome· obtamed w1thout the 
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use of money by the former, and partly because they are free from various­
necessary expenses incident to town life, yet, in my opinion, there can he no­
doubt that the income of the non-agricultural group is very considerably 
larger, per head, than that of the agricultural.· The reasons for this view are· 
(a) a part of .the produce of agri~ulture goes as income to the non-agriculturaf 
group. 

The effect of this transfer will, of course, be to 'reduce somewhat the in­
come of the agricultural group and will not affect the income produced by the 
non-agriculturists. · 

(b) Sections of the non-agrichltural group contain the ablest members of 
the community; the members of the most highly paid callings; and are assisted' 
by a much larger capital per head than is employed by the agricultural. 
group. 

In making these statements it is not overlooked that a considerable part 
of the non-agricultural population live in villages and consist of small artisans, 
village servants, petty traders, and so forth. It has al.ready been stated that 
the valuation of agricultural produce at wholesale prices somewhat exaggerate& 
the value of that produce which goes to the agriculturists. This element ill 
the value will really remunerate the petty traders and those engaged in trans­
port to some extent, so that some part of non-agricultural income has already 
bee1i counted. Apart from this it is almost certainly correct to say 
that the income of the non-agricultural population living in villages is. 
on the average less than that of the agricultural group. This conclusion 
is strengthened when account is taken of the fact that the value of 
the agricultural produce given in the est;imates that have been mentioned is 
gross value. For part of the difference between the gross and the net value 
is comprised in the interest on capital employed in agriculture which, as has 
been mentioned, is partly supplied by the non-agricultural population of the 
villages. Thus here also a part of the non-agricultural income has already 
been accounted for. The conclusion that the non-agricultural income on the 
average exceeds that already allowed for in the gross agricultural produce 
must therefore depend on the larger earnings of the non-viilage population. 

The non-village population of British India is commonly defined as that 
Jiving in towns with a population of 5,000 and over. In 1921 this population 
was as follows:-

510,000 
persons 

9,902,639 

1,020,000 
persons 

5,543,433 

Towns with-

2,050,000 
persons 

4,694,815 

50,103,000 
persons 

2,688,054 

100,000 
and over 

7,156,078 

This gives a total of 29,985,619 persons. The agricultural population was. 
182,411,686 persons. Thus the non-agricultural population of the villages. 
may be stated at 34,506,395 persons. 

The 30 millio'ns of persons, workers and dependents, who constitute the town 
population of British India comprise practically the whole of the labourers in 
large-scale industries, the clerks, managers and shareholders, the successful 
lawyers, teachers, and administrators, and the managers and employees as 
well as many of the proprietors of the larger shops. When the income of 
these different classes is allowed for, it seems impossible to suppose that any 
defect of income found among the 34! million non-agricultural population of 
the villages is not very much more than balanced by the excess of income over 
the average enjoyed by the 30 million town dwellers. 

This conclusion will, of course, be rejected by those who 'maintain that 
national income should not include the income obtained by the performance 
of services which do not directly result in the production of material com­
modities. Such a doctrine is maintained by the authors of a recent work "The 
Wel\lth and Taxable Capacity of India". I would only suggest that this view 
would seem to lead to the logical conclusion, either that incomes from services-
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-other than those performed in the production of material commodities do 
..not exist or that they have already been accounted for in the incomes derived 
.from direct material production. The further conclusion follows. If the:v do 
.not exist they cannot be taxed. If the:v are reallv included in the in~ome 
.otherwise accounted for, their equivalent ·must be d~ducted from incomes pro­
perly so-called before reaching the taxable ~apacity of incomes. If a person 
.I~dulged ~eely in atte_ndance at ~i!'ema performances, he might easily on this 
·vtew conVInce the taxmg authorities that he had no income above what was 
:spent on the bare necessaries of life. 

Professor Hamilton gave oral evidence ~s follow;; :-

The President. Q.-In your definition of tax, would you include compul­
-sory payments for which a specific return is given? 

A.-Yes. 
Q.-How do you apply that to our enquiry? We are instructed to con­

·sider the redistribution of t-axation within its present limits. Would you 
'include in estimating those limits the whole of the charges for which a spe~ific 
!"eturn is given? 

A.-For practical purposes, no. That would mean that you would have 
·to investigate High Court fees and things of that sort. It seems to me that 
·it ought to be within the sccpe of this Committee to consiqer what part, if 
any, of the re'\"enue of the post office or railways is in the nature of taxation. 

Q.-May we take the case of a State railway, that is practically a State 
•monopoly? 

A.-It is, of course, to some extent. But it is running in competition 
;with other railways which are not State railways. 

Q.-What is the taxation there? 
A.-I would define the tax element there as the surplus over the normal 

<Sl!pply price of the service rendered. Suppose you use your railway as a 
·means of getting money int~ the general coffers of the State. Something over 
--and above what is necessary to render that service, may be rightly regarded 
=as a tax. 

Dr. Paranjpye. Q.-Is the one per cent. that the Government takes a 
-.tax? 

A.-Yes. 
Q.-You told us before that it was unsound that the Government should 

~-take it. 
A.-That was in answer to the question whether it was a good or a bad 

·tax. For purposes of definition, it is a tax. What I said before was that 
•it was not a sound policy for the State to make use of a service like the rail­
·way service as a means for securing revenue. It is not a good instrument of 
-taxation. 

The President. Q.-My question on that occasion was, "The one per cent 
-which the Assembly has recently voted was based on the belief that the ordin­
ary return of a sound railway in England is one per cent more than the 
~etnrn for Government paper. Therefore the Assembly considers that they 
-are entitled to receive out of their railway enterprise the same return as the 
·investor gets in England. They t,¥nk that w!ten ~~e r_ailway yields a profit 
they are entitled to one per cent. You replied, Qmte an unsound argu­

·ment, I think." 
A.-That is again a different point. It is no~ a q~esti~n ?f definition. 

·That was a question whether the Assembly was nght m thinkmg that the 
-return should be one per cent more than the return on Government paper. 
Why should they assume that the general fund;; ~f the_ country should benefit 
by a service from the railway? You can ~ut It m thiS ~ay: that the Sta_te 

,railway can borrow more cheaply than a pnvate undertaking and therefore 1t:1 
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cost of production would be less than what it would be in the case of a private· 
undertaking and therefore the difference between the cost to the State and 
the cost to 'a private ente~·prise s~ould be treat~d as ~urr~lus ~vailable! £01~ 
general revenues, But I do not thmk that there IS any JUStificatiOn for that. 
The real point of the argumei}t is missed : the ground for arguing that the­
railway or any other public service should in general not be made a mean&· 
of taxation is that the service itself is valuable and should be encouraged and 
should be used up to the fullest extent, unless there are some special reasons. 
to the contrary. That is the general assumption. You do not want to restrict· 
the use of an obviously valuable and desirable facility like the railway service· 
by raising the charges above what is necessary. If you do so and get bacl::· 
something which is in the nature of tax, then it seems to me you are taxing 
a particular kind of service :which is very valuable anc~ produc~ive, instead ot 
putting your tax on the realised wealth of the commumty. It IS a tax on pro­
duction to some extent. 

Q.-What do you mean by cost of production? 
A.-I think you ought to take the normal cost of production to the St:xk 

into consideration. 
Q.-Not what it would cost the private enterprise? 
A.~No; You have no means of ascertaining what that is. Supposing 

through the State enterprise there was a monopoly which may be more econo-· 
mica! as a method of production than that of a series of rival firms. It seems 
to me it would be quite unsound to take as the standard of the basis for your 
cost what these rival firms would have to spend, instead of taking the true· 
c:us t of your more efficient machinery. 

Q. It should be a fair business profit. 
A.--:It is a broad indication of the fact that it would in practice, in the· 

long run, cover and no more than .cov~r expenses of production. Expenses, 
.of course, vary from year to year. You should also make allowance for the· 
replacing of the machinery and wear and tear, and so on, and it is generally­
the assumption that under competition year in and year out, the actual: 
business profits do cover these various expenses. This is what is meant. It. 
is not meant that you should take a business profit which may be different 
from the State profit. 

Q.-Your business cost of production includes the element of profit; your 
State cost of production does not? 

A.-It is only a difference in words. One has got to analyse the profits .. 
The word " profits " has ~o many different meanings in different connections. 
Supposing you have a private shop, where the man owns part of the capital' 
of the shop and does not cl1arge any salary for himself as managing director •. 
That would give a very large surplus over his outgoings which he would per-· 
haps treat as profits. All that would, in one sense, be profits. 

Sir Percy Thompson. Q.-In the case of a private enterprise, he wa:O:tfi, 
a 1·eward for it; but in the case of a State enterprise, the State is entitled 
to compensation for the risks. 

A.-Normal experience sho\vs that if not this year, at least next year or· 
the year after next or the year after next, you will have your profit. 

Q.-You have a province here which starts an irrigation work, "A." 
It does not know what it is going to cost. And it finds that the particular· 
enterprise does not pay its way. There is another irrigation enterprise 
"B," in some other part that fulfils all expectations and does pay. You tak~· 

·a risk and you can realise profits. Are you not entitled to take considerable­
profits from enterprise "B." You take a certain risk and if you lose, YOU. 

lose. Supposing. your work is successful, are you not entitled to take a profit? 
A.-,Vhen you say" entitled," you mean "desirable"? 
Q.-Yes. 
A.-No; I think not. This is the difference. Leaving out altogether any 

private advantage, what, from a social point of view, is the justification for 
private profit in that particular connection? People are going 1:0 take the· 
risk and they are going to get that service. The State can decide "it is-
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wise for us to irrigate the country: we know we are not perfectly right in 
anticipating results. If we make a loss here, we go out. If we can make a 
big profit there, it is a justifiable undertaldng." Of course if you take irri­
gation, there again there may be full justification for tahlng a part of the 
surplus. There I think your object is to sell the utility to the community as 
cheap as you can. 

The President. Q.-But is not there another aspect of it? In most of 
these cases, you are selling service not to the community at large but to a 
section of the community? 

A.-Yes. 
Q.-And in that case, the whole community sells to the section. 
A.-But the community is already getting back what it advances, if you 

look at it from a purely business point of view·, in the interest which is being 
charged as part of the cost of production. 

Q.-May I put it in this way? You have a certain amount of credit 
available. You can stake that credit in a variety of different enterprises and 
one of those enterprises gets a preference. The whole community benefits by 
that enterprise. Should not they pay for that? 

.4..-It seems to me that that is assuming that there is only one possible 
direction in which you could make an investment. 

Q.-No; I am assuming that there is a great variety. 
A.-Then if there is a great variety and you distribute your capital be­

tween different objects so as to give the same marginal rate of interest on 
each, then you can say that the whole community is benefited. Though 
particular sections are benefited by certain enterprises, in so far as the whole 
of the enterprises are concerned, the whole community will benefit. 

Q.-There is a very limited amount of credit. 
A.-A country of any importance has not unlimited credit. But it has 

an immense amount of credit. It depends upon the rate which you are going 
to pay for it. Almost any country can borrow, say, at 15 per cent. But 
very few countries can borrow at 4 per cent. Ordinarily many countries 
borrow at 6 or 7 per cent. So it is not justifiable that you should only 
finance one very limited kind of utility. 

Q.-Assuming that it is impossible to benefit every particular section of 
your community equally by an improvement; if you irrigate the land, the 
section which, at any rate, directly benefits is a limited section. But still 
you might equally well say this: Supposing the surplus profit from your irri­
gation is used for remission of some particular form of taxation or one or two 
forms, you then benefit one or two sections. Again it will be very difficult to 
say that in this world you can spread your remissions so extraordinarily 
widely as to benefit everybody equally. 

Sir Percy Thompson. Q.-May I put it slightly differently? Take an 
irrigation scheme. Your beneficiaries are selected persons. Then, does not 
the State act as trustee to the general taxpayer and ought it not to charge 
a monopoly price? 

A.-Assuming, of course, that you are not pressing the idea of monopoly 
price to its ultimate conclusion. That is, not with the idea of getting the 
maximum net result. 

In the case of irrigation, one man can get much more benefit from it if h& 
is cultivating garden crops. That is, it is the ability of differentiating the 
charge for your water according to the different crops. But apart from that, 
the broad abstract question of the justification must be answered by balancing 
the two advantages. I think we regard th~t a surpllll! ~ justifiable if the~e. is 
special demand. You may represent any kind of additiOnal benefit or utility 
as a surplus. On the other .hand, while you have produc:t~v.e _possibilities, it 
is not wise to try and restrict the full use of those possibilities. Therefore, 
you entire!y accept the p~nc~ple that n? charge ought to .be made f?r any 
service which would restnct Its productive use unnecessarily. Agreemg on 
that principle, then any surplus which is r_ealisable in economic figures is 
a legitimate fund upon which to leVY a speCial demand. 
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Q.-Take for instance, the case of railways which everybody can use. 
You would there be justified in charging the bare cost. On the other hand, 
if you select your beneficiaries, you should not charge the bare cost but 
should take a share of any surplus you create and apply it for the benefit of the 
whole people. 

A..-You can put it in this way. Supposing you are irrigating land. 
Assume that all the land is uniformly cultivated and the value of irrigation 
is equal to everybody. Undoubtedly for the moment when you introduce irri 
gation, this particular section is getting a benefit as against the people i-, 
the unirrigated tract. If you charge a rate up to the point at which the 
supply price of thE> water is roughly equal to the demand price of the water, 
the difference tends to disappear. The particular section must have a rea! 
benefit in order to induce them to take water. But the competition with 
regard to the two areas probably means that this area gets no benefit at all. 
So it produces more and if the water rate is charged at a price at which the 
supply price is equal to the demand value, then it is the whole community 
which gets the benefit. Then I would avoid the idea of monopoly profit. I 
~1uite agree that wherever you have a surplus, then it is a justifiable subject­
of taxation. 

The P1·esident. Q.-Similarly, is not the State entitled to take, in addi­
tion to the charge for the interest on the money invested, something for the 
Jlatural advantage which exists? If you have land which is so situated in 
respect of the water level that it will grow wet crops without irrigation at 
all, you take a share in the produce; and if you have another piece· of land 
which you could irrigate, are you not also entitled to take a share of the 
surplus? 

A.-Those natural advantages ought to be lumped together. Ordinarily 
when you talk of surplus you agree that surplus or rent may arise not only 
from what are called original and indestructible powers of the soil but from 
situational advantages too. 

Q.-Unless you do this, don't you arrive at a reductio ad absurdum, that 
the area that has the least situational advantage pays the higher rate. 

A..-But I think we have got to keep quite clearly distinct two things. 
One is the supply of services and the other is the surplus income which 
.could be obtained by particular individuals. There is no reason to suppose 
tl>.at the supply of service necessarily constitutes a surplus or gives surplus 
m using. If you take the charges which you are justified in levying on the 
land, there the whole basis and the justification of it is that the land is a 
factor in production which has important differential values and forces upon 
the possessor an unearned or surplus income. 

Q.-Would you not apply that to facilities for irrigation? 
A.-That is just the point that I was discussing. Where there is a surplus, 

1 entirely agree that it is right to tax it. But when you come back to the 
supply of utilities on a basis of a possible monopoly, you may fix your profit 
at a monopoly rate. For instance, in some towns you have electric lights and 
other forms of convenience and you might Qarry the principle of equality to 
such an extent as to compensate those who use kerosene lights by reducing 
their other taxes. That is a defensible argument in theory perhaps. 

Q.-May we apply this to the wp,ter rates which is a very practical case? 
You say you are entitled to take a share of the surplus. What share? 

A.-There you get into a dangerous subject which includes a number of 
other considerations. First of all you have to come back, I suppose, to the 
fundamental question whether the demands of the State are to be limited by 
the requirements of the State. I have heard some people arguing that it is 
one of the objects of the tax system to compensate for inequalities of distribu­
tion of wealth but that is rather regarded as an advanced socialistic doctrine; 
and ordinarily the object is to get in the best way possible only such an 
amount of wealth as would be required for your State services; and I have 
no hesitation in saying that the whole revenue should be obtained from the 
surplus income as far as possible. 
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Q.-I think that irrigation enterprises should be treated as a whole from 
two points of view: firstly by increase in production and secondly by equalis­
ing situational advantages. If you limit yourself to the schemes that pay you 
limit your irrigation yery largely or else you make the general tax-payer pay 
for the. select beneficiaries. If on the other hand you treat the irrigation 
enterprises as a whole, you let the people having the situational advantage· 
J•ay for the people who have not the advantage. 

A.-It seems to me that it is not sound transferring profits from commer­
o::ially sou!'d . enterprises to co!llm7rc!ally; unsound ones, except on the well 
~own prmctples ~onnected ~th trrtgatton that protective works are nega­
tively profitable, t.e., by losmg two or three lakhs. on irrigation, you can 
save all the trouble, worry and expense connected w1th famines. 

Q.-If you can secure that money from works that have a situationaf 
!ldvantage, is it not a fair thing to do so? 

A.-That is to. Sli;Y, i~ merely comes back to this; that you are not taking 
fJ'om the surplus 1rrtgat10n schemes for the purpose of bolstering up unprofit­
n 1Jle irrigation schemes as such. But you are only using your revenue where 
the unprofitable irrigation schemes are rendered profitable by being alter­
natives to the necessary expenditure on famine relief. That is to say, it is 
an insurance fund. 

Q.-Is it not legitimate that you should say that the selected beneficiaries 
should preferably pay for the less favourable schemes? 

A.-But I do not want to feel that there is any logical connection between 
the amount of surplus which you can get from your profitable schemes and 
what you should or may pay on the unprofitable. Because, I think, quite 
apart from any profit from irrigation schemes, if you have got a means of 
preventing heavy expenditure for famines, then you should take it. 

Q.-If your profits go to the general pool, as long as there are other 
demands you won't get money for your protective works. On the other hand 
if the profits are kept in the irrigation fund we can do more towards the 
protective works. 

A.-That seems to be a doubtful proposition. It may work either way. 
In the past the State has found it desirable to set aside so much for irriga­
tion expenditure.quite apart from new irrigation works and profits. At the­
present moment the irrigation profit in some directions is very large. 

Q.-You wouid not like to impose crop rates? 
A.-As the measure of water used? If so, yes. 
Q.-Is it not a right way of taking the surplus? 
A.-I do not see how it follow. It does not follow that a man's profit is 

much bigger simply because he grows sugarcane instead of millet. 
Sir Percy Thompson. Q.-It is postulated that sugarcane is a more­

profitable crop. 
A.-I do not want to deny that. But at present there is a high duty on 

sugar. The last few years have been a bumper period in sugar because of 
the stimulation of improved methods and the higher prices of beet sugar. 

Q.-Has not rotation a considerable bearing on the matter? 
A.-It is well-kno\Vll that sugarcane exhausts land. But what I am stating. 

is this. If you differentiate your water ch~rge according. to the value or 
the market price of your produce you are likely to restra.m a person from 
growing a valuable crop up to the full extent of the marginal profit.. I see 
no reason why you should discriminate aga~nst the more v_aJuable crop m that 
wav If you think a more valuable crop Is by hypothesiS a more profitable 
cro""p and therefore you can charge a higher rate without checking production,. 
I am prepared to agree. But I do not think it is so. Sugarcane is very 
profitable for a year or two. 

The President. Q.-If a man r.an grow; an exhausting cro~ only once in a 
period, is it not better for him to pay a high rate for the penod than to pay 
a fiat r!lte every yearP · · 
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A.-Assuming that there is no element of differentiation r!llative to the 
>difference in quantity of water consumed, I do not see th!lre IS any reason. 
It is suggested I think in the Punjab, that it is convement to get money 
.out of a man ~hen he is financially prosperous and when he has got 'Uoney 
in hand. 

Q.-I think an exhausting crop takes much more water. If more water 
~s consumed he should pay more. 

A.-I think that is not the point of dispute. I have 3;lready agree~ ~o 
that. '\Vhere a higher price is charged for the large!" quantity of water It IS 

all right. But if you assume there is more profit, I do not think it is so in 
-the long run. Neither do I see why he should have more money to spare 
simply because he grows a vnluable crop. 

Q.-If he leaves the land fallow in the alternntive year, would you chnrge 
itim an equal sum in that year? 

A.-Is he using water at all in that year? 
Q.-Supposing for the sake of argument, it tnkes two years to grow sugar­

cane and a man· takes water for one year and does not want water the next 
year, do you assume that he is bound to pay for water the next year? 

A.-I entirely agree that the water rate should be levied when it is found 
·convenient for him to pay. It is quite different to say that you should charge 
more for growing a profitable crop. To collect two years' rates in one year 
~nay be convenient. 

Q.-In regard to purely protective works ought you pitch the water rate 
as high as you can without taking the quantity of water used into considera­
-tion? 

A.-You should attempt to estimate the increase of value conferred by 
_your water and charge what the man can afford to pay. 

Q.-Is he not benefited directly at the expense of the genernl tax-payer? 
A.-Yes. I think there is a limit. The limit is one which I have already 

suggested. Where you have got an unproductive work the social justification 
for your loss is thnt it is· nlternntive to some other undesirable kind of loss 
1ike fnmine whereby you will be put to grenter loss. 

Q.-Is it not your duty to chnrge the general tax-payer the lowest possible 
-sum on the account? 

A.-Supposing n trnct is linble and constantly subjected to scnrcity once 
in five yenrs and supposing by experience it is found that you hnve to spend 
-so much by way of famine relief because the people concerned are not able 
.adequately to finance themselves; if you can prevent that expenditure by 
constructing an unproductive work it is well and good. I would not say 
that you should reduce the charge to an indefinitely low point as to make 
water almost free. 

Q.-You say the rules of suspension nre applied not to individunls but 
vary with the nreas. 

A.-I understand thnt that is the case according to the rules thnt I hnve 
seen. Of course I nm not fully acquainted with the rules in the different 
provinc~s. I know ~h~ rules issued by the Gove~nment of India governing 
·suspensiOns and rennsswns, nnd there you are specifically enjoined not to give 
suspensions to individual cases. 

Q.-Is it not rather like this? You have to get the snnction for remission 
in a definite area. Having got that, you then give it to the individual. 

A.-I thought it wns forbidden. I thought that the idea was that it 
would possibly encourage all sorts of unfairness. 

Q.-You would give the remission to every crop in an area whether you 
have n yield or not? 

A.-Thnt is what I understood . 

. Q.-What is you~ op~nion on the. attempt we are making to compare the 
pitch of assessment m different provmces? The only scheme we have arrived 
at is to ask the Local GovernmEmts to work out as many samples as they can 
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of actual leases or sales to find out the economic rent. Thev will then take 
the assessme!lt for the same area and work out the proportion. Can you 
suggest any unprovement on that? 

A.-~f the object is to compare the existing similarities I think it would 
be a fatr method. I would only suggest that a rate of tax which may be 
necessary and desirable in one part may not be so in another. Suppose vou 
hare a very sparsely populated province with wide areas favourable for ctilti­
ration, in some ways it would be impossible to raise as much net profit from a 
given area as you can. from a tract which is fully populated. You charge 
your rent or land revenue according to the existing profits of cultivation. 
Now in another province you have got a densely populated tract where the 
population is so much attached to the land that the normal average holding 
is only three or four acres. The cultivator has got to make enough profit 
per acre to cover his family expenses. What you should try to aim at is that 
form of cultivation which gives most profit per acre relative to the methods 
of cultivation. So that when you talk about land revenue being high or 
land revenue being low I think you have got to understand generally that it 
is relative to the existing circumstances. But those circtllllStances may not 
always be desirable. 

Q.-Is there not a compensating factor, the greater the pressure of the 
people, higher the rent? 

A.-The dictum-the greater the pressure on land, the higher the rent­
does not seem to me necessarily to be true. 

Q.-There will be more competition for the land. 
A.-I do not think so; in one sense there would be less . 

. Q.-Is it not actually the fact that in the thickly populated districts you 
have got high rents and in the thiuly populated districts you have got more 
competition for cultivators than for rents. 

A.-That is probably the case. But what I mean is this. Competition 
for the land means that the area is densely populated, which again means 
that the land is fertile. There will be a competition when you create a vacuum 
hut not necessarily a competition which will drive up rent. Suppose you have· 
got the land subdivided over and over again up to a point at which. you c!ln 
just get a living on three or four acres, no one will come in and offer a higher 
rent than he can afford to pay. There will be no tendency to drive up rent 
above that point. 

Sir Percy Thompson. Q.-If you have got uneconomic holdings side by 
side with economic ones, won't you get tenants coming to the landlords and 
offering bigger rents for additional land? 

A.-That would be the tendency if you had a country with perfectly free 
competition and enterprising spirit. There are always the prosperous culti­
vators who wish to add a little bit to their land and are waiting for oppor­
tunities to buy. I do not think it works very freely because of the restrictions· 
on the transfer of land. 

Q.---Given that the holdings are uneconomic, there is a limit beyond which 
they cannot go. 

A.-Yes. 
The President. Q.-You say that the plan which we are pursuing would 

not be a fair guide to ascertain the comparative pitch of the assessment in 
different provinces. Suppose " y " represents in each case a unit, " x " the-

assessment on the unit, then -i would be the pitch of the assessment from 

province to province? . 
A.-I do not say that that figure will not give you what you want. 
Q.-Does it need to be moderated with reference to population or any 

other consideration? 
A.-I think you can only measure the c;omparative assessments in different 

provinces by taking into account three things : first, the gross produce, then 
the marginal expenses of production (which would give you the surplus) and 
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thirdly, the relation between the actual revenue and the surplus. That seems 
to me to be the correct method. 

Q.-Would not the surplus be represented most readily by the actual rents 
paid in competition? 

A.-No it would represent only to a very vague, and not necessarily very 
accurate, ~xtent. It seems to me that competition will show all sorts of 
local variations; it would not be a very close index. 

Q.-Can't you take the gross produce and marginal expenses of produc­
tion? 

A.-If you take that, you would be elimin!Lting the question of the actual 
holding which the individual farmer or cultivator has. 

Q.-Do you refer to the gross produce of the whole province? 
A.-You must take a unit of land and take the gross produce per acre. 
Q.-How are you going to arrive at any general figure to represent eithE\r 

the gross produce or cost of cultivation? 
A.-But your general figure is to be based on outturn or crop cutting 

experiments. 
Q.-Because of the extraordinary unreliability of all these statistics, the 

only thing that seems likely to give any sort of actual figure is the actual 
rate at which land is rented. 

A.-That is partly vitiated by the population question. I think you will 
then find that each small area which is heavily populated would be saddled 
with the expense of maintaining a family while in thinly populated tracts 
these expenses would be distributed over a larger area. 

Sir Pe1·cy Thompson. Q.-But in the case of uneconomic holding>should 
:you not take only the cost of such labour as is necessary? 

;1.-That is what I mean. Suppose your method of cultivation is one in 
which a normal working family can do the whole work with a little additional 
labour from somewhere else. What you want to get is that the area in 
which that family spends its labour should be sufficient to absorb the whole 
.of the family labour. You can then say that the cost of maintaining that 
family is part of the expense of cultivating that land. If you take a family 
who are just able to live, it is not accurate to say that the pitch of the 
.rent is high. 

The President. Q.-Yon say, "to reduce land revenue to the level of the 
·Capacity to pay in the case of occupants of uneconomic holdings is to connive 
.at the 111nltiplication of a large population at a low level of subsistence." 

A.-That is the same idea again. 
Q.-Supposing you had a clean sheet to write upon, how would you levy 

a land tax in this country? Would you follow the Australian or New Zealand 
plan? 

A.-I think theoretically there is only one justifiable method of taking 
land revenue, and that is to estimate what I call the long-period surplus. 
Since profits and income from land are so fluctuating, you must make full 
allowance for this fluctuation and have a mode of collection which is also 
elastic. My feeling about the present land revenue is that it is often ad­
ministered in a way which has no real justification at all, that is to say, there 
is no proper relation between the land revenue charged in one year and 
another. It is all very largely based upon exigencies of local circumstances. 

Q.-Why do you want to take the long-period surplus? Do you want to 
give remissions? 

A.-If you take the long period surplus, you can have a perfectly rigid 
collection year by year. If the State by a more elastic method of collection 
can make up the deficiencies of the cultivator, it would lighten the charge. 

Q.-The conclusion of that is that you want to tax income . 

• i.-A tax on income is a different idea. Of course, land revenue is a 
tax on income in one sense. The only question is: what is to be your basis? 
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{take it tha
1
t the general th~ory about land re.-enue is that it is meant to be :r 

ax on surp us, not on marginal profits. 

. bQ.-.r not that c~mbine~ with the idea that the man who holds the land: 
IS oun to produce m the mterests of the community? 

Brif·"hirot:b!f· li At a:t;~y rate, that justification is found in the old pre-
bli IS t" 00 f hea ng wtth land re.-enue. There was a dual obligation the· 

0 ga ton o t e ~er to protect and of the cultivator to produce, ' 
• ~--I. am taking that from the latest New Zealand Commission The· 
~.~ifica~on h for a fiat rate there without regard to the seasons is th~t the· 
~te:r 0 ft eh land who_ has. common property is bound t{) produce in the· 

th 
ests o t e commumty; 1f he chooses not to produce he has to pa:v J"ust 

e same. ' .. 

A.-That would mean that you want to penalize inefficiency. 
Q.-And t~e keeping of large areas of land for pleasure purposes. 
A.:-T~e difficulty here again is whether you should use the tax system to· 

equalize Income. 

Q.-That raises the question of graduation which the New Zealand Com­
mission have recommended to be stopped. But they take a fiat rate on capitan 
value. 

A.-I have not read their report; why do they object to graduation? 
Q.-The purpose of graduation in case of land tax is different from that· 

in the case of income-tax. They say that any further graduation would check 
enterprise. Would it be more satisfact{)ry if it were practicable to ha.-e a fiat 
rate voted by the Legislature t{) be applied to a valuation either of capital­
or of annual value? The Australian Commission's proposal is to separate the­
taxing and valuation altogether. They propose to set up a huge Valuation. 
Department to value all land and then the rate for the area would be applied 
by the Taxing Department to this fixed valuation. 

A.-It seeniS to be largely a difference in machinery. 
Q.-The difference is that anybody can know from year to year the rate 

of land re.-enne. You can't say what percentage is taken in land revenue on 
any piece of land, whether it is taken on its annual value or on its capital' 
value? 

A.-At least you can make calculations, they may not be quite correct. 
It seeniS to me that the Australian method implies what you might ha.-e here 
with a very efficient Settlement Department. It implies very frequent reri­
sions and it implies the possibility of accurate ;aluation. I understand that 
one difficulty as regards land revenue administration in this country is the 
difficulty of accurate valuation. 

Q.-Snpposing your settlement, instead of being a settlement, were a· 
valuation? 

A.-It is already a valuation. 
Q.-When the valuation so called i.> finished, the rate depends on a whole 

lot of varying circUDIStances, such as the nature of the tenure, the idiosyn­
cracies of the Settlement Officer, the idiosyncracies of Government, and so­
forth. 

A.-What you would ha;e would be a uniform percentage of the ;alue,. 
i.e., prorided you get your valuation correctly, everything else would follow 
uniformly everywhere. Then, how would you value according to produce? 

Q.-Simply proceed on the same process as is done at present. 
A.-Then yon get large measure of disregard for individual circuniStances­
Q.-Yon point out that in Bengal it is not uncommon for a judge to t_ake 

into account in determining a suit for enhancement the size of the culb.-a­
tor's family. 

A.-Yes. 
Q.-Actually in the United Pro>inces they "Take the caste of the culti.-atou 

hrro account. The land may change hands the day after the Settlement. 
tL-It is found in this province too. 
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Q.-You say that within the term of a settlement fa~ilities are given for 
-modifying the rent or the land re;·enue on account of prlCe changes. Where 
is that done? 

A.-It is done by the ordinary process of enhancement or, if the pric~s 
\!aye fallen, presumably by a reduction of rents on account of changes 111 

prwes. 
Q.-In the raiyatwari areas there is no provision for modification. 
A.-I thought there was provision: if not, it is obviously a d~fect. Sup­

pose you fix your raiyatwari rents and prices fall 50 per cent. ; obviOusly there 
would be great inequality. 

Q.-Have you seen Professor Myles' graphs. He deduces the fact (from 
a study of prices and of settlement) that the settlements have not gone up 
with the prices at all. 

A.-I have not seen his papers, but I quite agree with the idea. 

Sir Percy Thompson. Q.-We have heen told that in the Orissa reset-tle­
ment rents calculated on the annual value have gone un ten annas in the 
rupee, since the Ja.st Set.tlement. · 

A.-I think very rightly. 
Q.-What they say is that they cannot take 10 annas all at once. 

A.-That is what they are doing in Orissa. 
The President. Q.-Estimates of national income. Sir David Barbour 

made his estimate as a rough index of the incidence of taxation. Would it 
ile correct to apply his estimate to the present day conditions? 

A.-I imagine his estimate was made on such extraordinarily imperfect 
rlata that it would not apply to the present conditions. 

Q.-You say also that you would not accept Mr. Findlay Shirras' com-
,Parison. 

A.-Yes. 
Q.-Is there any way of making a comparison that does allow for prices? 
A.-There would be, if you could assume that the data on which he esti-

,mated his income were reasonably correct. 
Q.-Would it be of any use to take Sir David Barbour's method of calcula­

·tion and repeat it for a ten-year period in order to get the relative incidence 
,of taxation? · 

A.-No; I do not think you will be able to know exactly how much Barbour 
'left out. 

Q.-You do not think it is any good? 
.A.-No. 
:Sir Percy Thompson. Q.-Your view is that there is no ·ground at all for 

exempting agricultural incomes from income-tax, 
A.-Absolutely none. 
Q.-Assuming theoretically that there is justification for taxing agricul­

tural profits, you would admit that the question of convenience and yield 
,comes in. 

A.-Certainly. 
Q.-We were told that in the Pun]ab out of 3! million cultivators only 

2,300 would be liable to income-tax at the present limits. Do you think there 
is any justification for charging rents, but not charging cultivators' profits, 
,apart from the ground of convenience in collection? 

A.-Rent is likely to be an economic surplus, whereas profit is not. 
Q.-Is there not a large element of rent in the raiyat's profit? 
A.-I should say not a great deal, because the raiyat's opportunity for 

.enjoying a rent is likely to be destroyed in two ways. Outside the raiyatwari 
.areas ll:n~ to some extent inside the raiyat.wari areas, by the charging of 
,competitiVe rents, people who have the holdmg of the land are 'letting it to 
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sub-tenants; so that to some extent the economic surplus is drained awny 
from the actual cultivator. 

The President. Q.-Have you any views on taxation on minerals? 
A..-A few general ideas: yes. 
Q.-Can you give us any theory on which roynlty should be based? 
A..-I think that ought to be based on the differential value and to some 

extent on the capital value. The distinctive fenture of roynlty is that it 
constitutes tw<! eleme~ts. OJ?-e is that it is a small portion of your capitnl 
and .the other 1s the d1fferent1al element. If you have a coal deposit and you 
work out, you find one kind of coal better than the other. But apart from 
that the whole coal has a capital value. 

Q.-Would you, in the case of a Government mine, combine the flat rate 
on the quantity removed with the differential rate on profits above a certain 
fixed sumP 

A.-Personally I do not like the idea of a differential rate on profit • 
because the difficulty there seems to be that you are ·going to restrict th~ 
enterprise and profit is by no means very accurately the indication of the 
differential value of the coal which is being mined by a particular firm. 

Q.-Butl is there any othez· indication? 
A..-Could you have the valuation of the coal just as the valuation of land? 

Say, here is so much coal of quality A, here is so much of qunlity B and so on. 
Q.-Would it not come to the same thing? 
A..-No. I do not think it would come to the same thing. Because it 

would be a tax on that part of the profit which would be due not to the natu­
ral superior quality of the coal but due to the superior manageme.nt. Sup­
posing a man can make 20 per cent profit and that is due to the genius of 
the managing director. Why should you penalise him? If in the natural 
course of events, he gets a better kind of coal, then you can take something. 

Mr. J. R. DAIN, I.C.S., M. L. C., Secretary to the Government of 
Bihar and Orissa, Revenue Department, was next examined. 

Written memorandum of Mr. Dain. 

Q. 96.-The question whether land revenue is a rent or a tax seems hardly 
worth arguing from a practical point of view. Those who regard it as a tax 
argue somewhat in this way-

(a) In raiyatwari tracts it is a true rent, settled under the tenancy 
laws in the same manner as the rents of landlords. 

(b) In temporarily-settled areas it is a share of the landlord's 1·ents, 
The raiyat's rents are settled first and then the total rental is 
divided between the proprietor and Governmenl>. 

(c) When we come to permanently-settled areas, he would still call it a. 
rent because there is quid pro quo, i.e., the landlord pays it in 
return for his enjoyment of his estate. 

We may regard the land tax as arising from the ultimate State ownership­
of the land, and as the charge made for the use and enjoyment of it. In that 
case it is a rent. On the other hand, it may be regarded historically as the· 
outcome of the State's demand for a share in the produce of the land, in which. 
case it is more rightly regarded as a tax. In the permanently-settled areas, 
the State has translated its share into money and fixed it for ever. In the 
permanently-settled areas it is still a share of the produce of the land, i.e., it 
was fixed at a certain percentage of the total rent. 

The issue seems really whether the claim of the State ari.~es fr·om its owner­
ship of land or from its right to levy a contribution on private property for­
its own needs. A somewhat curious parallel can be found in Roman history, 
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When Rome obtained a footing in Sicily, she found in force .a system of tithes 
which was maintained. This was associated by lawyers w1th the system of 
vectigal or revenue paid in Italy for the use of public land. From this a 
theory was evolved that the land in provinces in which the system was in 
force was " owned " by the State, and only " possessed " by its occupants. It 
would not be uninteresting to pursue the parallel. It is quite possible that 
the theory of the State's ownership of land in India has similarly grown out 
of the claim of the State to a share in the produce, and is a later effort t~ 
fit theory to facts. In any case the land revenue is a share of the produce, 
sanctioned by custom, and it makes no difference to the nature of the claim 
whether it is regarded as arising out of ownership or out of the right of the­
State to levy a contribution on private property for its own needs. It i& 
sufficient for our purpose that when taken directly from 'the occupants of the­
soil it is subject in every way to the rent law; when taken in temporarily­
settled estates it is ultimatelv based on the rents which are shared between 
the zamindar and the State; 'in permanently-settled estates the position is s~ 
anomalous as to defy theoretical justification. 

Q. 97.-In replying to this question, we should again exclude the per­
manently-settled areas. The incidence is so unequal from estate to estate that 
no inference can be drawn from it; but it is generally so light as to he a negli­
gible factor. In temporarily-settled estates the tenancy laws intervene be­
tween the cultivator and the tax, in raiyatwari areas the revenue is governed 
by the tenancy laws, which keep the rent well below the economic rent. Be­
tween the land revenue regarded as a tax and the actual cultivator there is 
a barrier of tenancy legislation. The cultivator would presumably in any case­
pay a rent; the only result of the intervention by the State is to keep that 
rent below an economic level. If the State took its contribution in any other 
way than by a share in the produce of the land, it would perhaps not have­
intervened between landlord and tenant. '!'he whole of the tenancy legis­
lation by which the raiyat is secured and protected has arisen out of the 
State's demand for its share, and the land tax is therefore a blessing and not 
an incubus. The thing that affects the prosperity of the cultivator is his 
fecundity. He continuously breeds up to the limit which the land will sup­
port. The fact disclosed· in the recent census of Bihar and Orissa, the­
decrease in population in the river valleys, where the limit has been reached, is 
an illustration of this. 

I do not think that the comments are in any way justified. 

(a) "ability to pay." Rents are settled and revenue assessed after " 
most searching investigation of the resources. 

(b) A revenue fixed for 25 or 30 years and payable by fixed dates in 
each year does not seem to lack the element of certainty. 

(c) Settlement takes place once in a generation. Beyond that the estate­
either pays its revenue or is automatically sold up. There is less. 
opportunity for petty tyranny in the land revenue system than 
in any other. 

(d) It is almost impossible to estimate what it does cost to collect the­
Ian~ revenue, because the staff employed is engaged in other 
duttes and would have to be employed for the administration of 
the country whether the land revenue existed or not. The Boar'Cf 
recent!~ worked it out for proprietary areas at 1·57 per cent 
but om1tted a lot of factors. In any case it is certainly not 2()o 
per cent. In raiyatwari areas it may he about 10 per cent in-
cluding the cost of periodical revision. ' 

. Of course, if the Committee propose to regard that portic.n of the rentai 
mter~epted by landlords as part of the cost of collecting the tax then the-
cost 1s enormous. ' 

Q .. 99.-I do not quite understand the question. It cannot refer to in­
equahty as between tax-payers within the area settled at one settlement. it 
must refer to inequality between the. ar~as settled at different times. Re~ts 
can be enhanced on the ground of r1se m prices onoo in fifteen years, while-
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.the State intervenes once in about 30 years to revise its demands. There may 
1tave been one enhancement between two settlement..s, though preferably lnnd-
1ords are content to wait for the next revision. But enhancement of rent on 
-the ground of rise in prices is based as far au possible on decennial periods. 
Even so, the average of the latter periods is reduced by one-third of its ex­
-cess. This must tend_ to level inequalities. I doubt if it is true to say that 
·-the land revenue is fixed according to the prices of any particular period : 
land rovenue is based on the rents, and the rents are fixed to some extent 
·by the average of prices of agricultural produce over long periods. But 
.neither this nor any other factor in the fixing of rents has free play. If the 
question .means that because a district is settled in 1925 its revenue is fixed 
'by the prices of 1925, the statement seems incorrect. 

Q. 100.-I should say that Rs. 200 was nearer the subsistence level than 
lts. 2,000. If it were proposed to exempt all cultivators from rent, whose in­
.come did not exceed Rs. 200 a year, the first process would be to determine 
·the income. This would mean determining the gross yield less the cost of 
•l:ultivation. It would be exceedingly difficult to ascertain this, though no 
:ioubt in· time certain formulre based on area, classification of land, r.tc., 
·would be devised. A corollary would seem to be a sliding scale for incomes 
;immediately above the subsistence level and a super-tax on the very large 
ones. If the Rs. 2,000 were taken as the subsistence level in the case of the 
•ordinary cultivator, and all those whose net incomes were less were to be 
.exempted· from rent, I should say that it would mean that 95 per cent of the 
"land would yield no rent. Even if the net yield of an acre be taken at Rs. 100, 
it would take 20 acres to yield Rs. 2,000. S<; l:n·ge a holding as 20 acres or 30 
1ocal bighas (ordinary bigha ·62 acre) is exceptional. 

No doubt some such low limit would tend to encourage fractionization but 
most of the existing holdings must already be below the Rs. 2,000 limit. The 
~verage size of a holding in Bihar is-

Pati:J.a 
Gaya 
Shahabad 
Cham par an 
Saran 

Acres. 
1"96 
3"6 
5"43 
5"19 
1"41 

In some of these there are co-sharers, and the average holding is a long way 
:below the size that would yield Rs. 2,000 a year. 

Q. 101.-I was inclined to doubt whether fractionization was proceeding to 
.any great extent, as the raiyat generally sells or mortgages t~ a richer neigh­
bour and the result is rather to re-allot the lands among the community than 
to increase the number of holdings. It is, of course, not merely sale but also 
-the tendency of families to break up that induces fractionization. But the 
figures of two recent revision settlements do suggest that the process is prG­
.ceeding rather fast. In Saran the average holding is noted 1·41 acres ae 
.against 1·82 in the previous settlement and the raiyati khatians have increas­
<ed by 25 per cent. The previous Settlement Report of Champaran does not 
indicate the size of the hol<ling, but the raiyati hhatians have increased from 
·2?4,345 t<> 466,029. I doubt, however, whether any restrictions on transfer, 
-which invariably take the form of a mutation fee, really serve as any check on 
-transfer. No raiyat parts with land until he is compelled to do so; all sales 
~nd mortgages are of necessity, and the only result of a mutation fee is to 
.reduce the value of the land to the vendor. 

Q. 102.-This question hardly affects this province. Our irrigation works 
-are on areas already cultivated and for the most part already privately 
·owned. We have nothing in the way of reclamation works. 
. Q. 108.-The question hardly arises in the permanently-settled area. The 
urban areas include for the most part lands already within the limits of 
~tates. 

The Government of India raised the question of the adequate taxation of 
non-agricultural land in Mr. Gilliat's letter No. 772-255-2 of the 26th 
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September 1916, and emphasised the !leces~ity ?f sec_uring 3:n adequate r.:;turn_~ 
from non-agricultural lands. The d1scuss1on m th1s provmce confines 1tself 
to the temporarily-settled tracts of Orissa and to Government estates else­
where. Within municipal areas the land revenue of Govermnent:owned lands· 
is included in the ground rents, and on the whole the rents obtamed, though 
perhaps lower than a private landlord would ask, seem adequate. 

In making over land to municipalities for municipal purpose~, .the. gene-­
rat practice has been to grant it free of revenue where the ~umc1pahty do· 
not propose to make a profit out of it, but to assess revenue 1n other cases .. 
The Local Government, as a general r~tle, prefer t<! J?ak~ a direct gra!lt.;in-aid' 
to a muncipality rather. than to. ass1st the mume1pahty by a r~m1ss1on of 
revenue or by the surrender of r1ghts :'nalogous to those of a pnvate Ian~-· 
lord, which is a form of subvention whwh does not pass through the pubhc · 
accounts. 

I think on the whole the surrender of this field of taxation, which means· 
the surrender of provincial funds for local purposes, should not be encouraged.-

Q. 104.-Theoretically, the third proposal se<:ms to beth~ J?Ost satisfactory, 
as it would get rid of the error due to the varymg product1V1ty of land. But 
the data are not available in this province. Failing these, it would seem the· 
best course to assume that the rent is a fair measure of the productivity of 
the land and to find the incidence of land revenue on the total rental valua­
tion of each province. Fairly reliable figures exist for this purpose in this· 
province. Similar statistics must be available from the revenue records in-• 
other provinces and by this means a rough and ready comparison could be 

·made of the proportion of the produce of the soil taken in each province us· 
land tax. 

Note on Minerals by Mr. Dain. 

It has been recognised from the outset that its mineral wealth forms al' 
most the only source from which this province can supplement its exiguous­
revenues. The possibility of exploiting this source of income was recognised: 
as justifiable and necessary by the Meston Committee, and in the earlie1· 
stages the proposals were received without disapproval by the Government 
of India. The suggestion first took concrete form in the shape of a proposal 
to tax coal, which was eventually dropped owing to the opposition of other 
Governments when consulted by the Government of India. In the meantime 
a committee had been convened according to a resolution of the Legislative 
Council to examine the possibility of the development of the mineral resources 
of the province and to recommend in what manner the State might benefit 
from this development. The 1\linern.l Resources Committee concerned them-· 
selves mainly with the first part of the resolution, while accepting in prin­
ciple the proposition that additional taxation on all minerals raised within 
the province or exported from it was justifiable, should such taxation be 
necessitated by the condition of the provincial finances. This last is an im­
portant 1:eservation; when the coal tax was first prop?sed, expenditure was­
actually lll excess of re,-enue; now, though the provmce is desperately. in 
neect of m_01_1ey,. the budget is balal_lc_ed and it is doubtful whether the prece­
dent cond1twn 1s fulfilled. In add1t10n to a tax on coal, a proposal has Leen· 
put forward to tax at 6! per cent. ad 1:al01·em all other minerals raised within 
nnd d~spatched from the province. Beyond the general taxation of minerals . 
there IS the specwl question of the State's share in minerals which are its ow~· 
propeny. Itecently,_a_fter a protracted correspondence, the Secretary of State 
has agreed to the rmsmg of the royalty on iron ore from half an anna a ton 
to. a sliding scale which is calculated to yield about three annas a ton and• 
~1ght at the highest rate. of iron within the last few years at times have 
y1elded four anna~ .. '\V1thm the _last few weeks we have had a proposal from 
the D~rmty C01mmsswner, Hazanbagh, to raise the joint royalty and dead rent 
on . nne a leases from Re. 1-8 to something in the neighbourhood of Its. 5. 
:rh~s proposal has not yet been elaborated, but will be considered as soon as 
1t 1s. The result of all the proposals to obtain more revenue from minerals. 
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bas resulted so far only in the abortive proposal for a coal tax and in the 
raising of the royalty on iron ore. 

2. Othe1· taxes paid by minerals.-In addition to rents and royalties paid 
to the State, minerals at present pay directly or indirectly-

(a) income-tax, 
(b) local cess under the Bengal Cess Act, 1880, at 6! per cent on net pro­

fits, 
(c) in the coalfields only, the Board of Health cess at half-an-ann,a in 

the rupee, and the water-supply cess at rates varying from ten 
pies to three annas on tonnage. 

The income-tax goes mostly to Central Revenues. The Local Government ob­
tain a share of the increment under the Devolution Rules, but this is small. 
Up to now most of that has gone to Bengal whore the metallurgical and 
mining companies are registered, but recently an arrangement has been 
reac.hed with Bengal by which this is adjusted. The other taxes are for local 
-purposea. 

3. These cases may be examined in more detail. As pointed out in the 
.question, revenue is actually derived from three sources­

(i) royalties on minerals which are State property, 
(ii) income-tax on royalties collected by private owners, 

(iii) income-tax on the profits of companies that work mines. 
We are asked to examine the possibility of further taxation on minerals or 

mines. 
We can divide this into­

(a) increase in royalties, 
(b) direct taxation. 

4. Royalties in State-owned p1·operty.-The first point to be remembered 
is ·that though the development of mineral resources is a provincial subject, 
it is conducted subject to rigid rules promulgated· by the Government of 
India, with the sanction of the Secretary of State. These rules were devised, 
in the first instance, to protect a nascent industry, and in many respects un­
duly favour the exploiter at the expense of the owner of the minerals. 1\Iore­
.over, the Government of India are extremely jealous of them and suspicious 
.of any attempt to relax or change them. The discussions over raising the 
rate of royalty on iron ore, the manner in which the Government of India 
retain the uneconomic principle of priority, and their opposition to Burma's 
proposal to auction some of their oilfields are cases in point. It seems to me 
that if this Government are to develop their mineral resources and to get a 
fair return for their own property, the first essential is that they should have 
a more free hand to deal with the applicants on a business basis. There are 
now always the mining rules and the Government of India behind them, to 
prevent free negotiations. 

5. A corollary to the above, however, is that if we are to deal with the 
prospector and exploiter in the open market, we must have the expert know­
ledge, and unfortunately we lack that. If, for instance, a firm tells us that at 
a royalty of 4 annas a ton they cannot produce pig-iron at a profit, we know 
-that it is incorrect, but have not the knowledge to say so confidently. It is 
true that we can apply to the Geological Department of the Government of 
India on certain subjects, though their knowledge of the metallurgical indus­
try is limited, and they are somewhat too closely connected with the Govern­
ment of India to suggest violation of the sanctity of the mining rules. We do 
t'eally require experts in mining and metallurgy to guide us in framing our 
contracts, out at present we are unable to afford a development bureau, and 
therefore it seems useless to worry about it. 

6. 'fhe next point is, do we get from our own property anything like what 
.....-e could get without injuring the progress of development in any way? 1 
very much doubt it. We take nothing like the big salamis or the rates of 
;royalty which private owners take. There is no competition as yet to fix an 
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economic royalty, and we have n?t. the knowledge t_? drive a bargain. Even 
if we had, there are always the mmmg rules. . 

'J. Our current demand for State-owned minerals for the last three years is 
as follows :-

1921-22 
1922-23 
1923-24 

Licenses. 

8,277 
• 2,079 

756 

Leases. 

1,28,201 
1,38,870 
1,60,748 

Considering our great wealth in State-owned minerals, this is very small. 

8. Taxation of minerals not owned by t~e Sta!e.-The qu~stion. of Sta~ 
cwnership of all minerals is hardly a practical pomt for consideratiOn at this 
stage. We must proceed on the assumption that minerals in priv~te est~tes 
.are not the property of Government and can only be taxed by special legisla­
tion for provincial purposes. 

9. The coal tax.-The Government of India refused their sanction to thts 
iln account of the opposition of the Local Governments. This proposal was 
:accepted by-

(i) the United Provinces, 
(ii) Bengal, provided that it was regarded as a temporary measure 

pending the revision of the provincial settlement, 
(iii) Bombay, 
(iv) Assam, who wanted to impose a similar tax themselves. 

It was opposed by­
(i) the Punjab, 

(rii) Madras, 
(iii) the Central Provinces. 

The line of opposition dealt mainly with the effect on industry in general, 
:and the objection that it would mean that the whole of India was contribut­
ing to provincial r<Jvenues. In the Local Government's last reference on the 
subject it is stated that the matter is only dropped'temporarily owing to the 
improved condition ·of the provincial finances and will probably be raised 
again in the near future. 

10. As regards the nature of the local opposition, this may best be gathered 
from the note of the Proceedings of the Conference in Calcutta on the lOth 
February 1922 (vide Appendix). The objections came largely from the rail­
ways and metallurgical industries. As Messrs. Tatas are now fully protected, 
·Mr. Madan's qbjection loses weight. The Indian Mining Federation urged 
remission in the case of cheaper coals. '!'he tax at no time was expected to 
produce mor.e than 27 lakhs and was, therefore, a comparatively small matter, 
regarded from tl1e point of view of India as a whole. · 

11. As regards a tax on other minerals, the discussion shows that it might 
amount to 2! lakhs. But the proposals were not pursued. A tax on coal 
.would mean in many eases a tax on the users of the metals, while in any case 
.a tax on other minerals would be expensive to collect. . 

12. The net result see~s to be that though we may, in the f~ture, get 
more than we do out of mmerals owned by the State, yet royalties on these 
.are never likely to yield a very large revenue. If our minerals are to yield a 
1ubstantial income, it must be through direct taxation of the property of 
.others. In the case of coal only is there a basis for a tax that can be cheaply 
.and easily collected, and as this province is nearly the monopoly owner of the 
-coal of India, and as the ownership of the coal throws heavy administrative 
~xpenses on t~e province (e.g., Dhanbad subdivision, policing of coalfields), 
1t see.ms o~ly !Ight that she should get some return fGr this. It does not seem 
a vah~ obJectwn that the sm.all amount that would be raised would eventually 
be J?aid by the whole of India, for the services are in a measure rendered to 
India. 

E 
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APPENDIX. 
Proceedings of the Conference in Calcutta on the lOth. February 1922. 

The Hon'ble-Mr. McPherson opened the discnsson by reading a note­
(which was circulated to all the members of the Conference) explaining tho 
present financial position of Bihar and Orissa and the prorisional proposals­
for taxation upon coal. He referred to the probability of the present sur­
charge upon the freight of coal imposed by the Government of India bein~ 
removed upon a revision of the rates of freight from the beginning of 1922-23. 
He pointed out that the Coalfields Committee recommending on the conserva­
tion of coal resources of India in 1920 saw no objection to imposing a cess of 
8 annas per ton on all coal produced in or imported into India in order 
to pay the cost of sand-stowing in selected collieries and observed that the 
modest proposal of the Local Government to tax coal at the rate of 4 annas 
per ton could do no harm to the coa} industry in view of the large increase­
in the price of coal for contracts from 1922--25. The Go>ernment pro­
posal, he observed, was to collect this tax through the railways with th~ 
freight, this method being the most convenient for all parties and also the-
most economical. -

2. The Hon'ble Mr. Kerr explained the attitude of the Bengal Go>ern­
ment towards this proposal. The Bengal Government had not the same ur­
gent necessity for this tax which existed in Bihar and Orissa and already had 
three taxation Bills before their Legislative Council. The proposed tax would 
bring in perhaps 10 lakhs to the Bengal Government which would be •ers wel­
come and it seemed necessary that if the tax were applied to the Jharia coalc · 
field it should also be applied to the Raniganj field, as the latter would other­
wise obtain a substantial preference in the disposal of its coal. He con­
sidered that there might be opposition in Bengal in regard to coal required 
for domestic consumption, and that the Legislative Council already having 
three taxation Bills under consideration might disapprove of another. 

3. Yr. Colvin opposed th~ principle of the schel}le as regards his railway 
that owns its own collieries. He pointed out that even with a tax of 4 annas 
a ton (and there was no guarantee that this figure would not subsequently be 
raised) the East Indian Railway would have to make a direct contribution 
of about 3 lakhs yearly to the Bihar and Orissa Government, and he appre­
hended that if the Bihar and Orissa Government were allowed to increase 
their resources at the expense of the Railway, other provinces would not he­
slow in finding ways in which they could also secure a part of the Railway 
earnings, and be, therefore, feared that the amount payable by Railways 
might not end with a charge on the tonnage of coal consumed by them. The 
present freight surcharge imposed by the Government of India does not affect 
the Railways which carry their own coal, nor does it affect the State Railways, 
but it is charged on coal for Company Railways for the portion of the journey 
not on their own line. On the question of the Railways collecting the charge 
on behalf of Government, he was not prepared to give any opinion immedi­
ately, particularly as Mr. Carroll of the Bengal-Nagpur Railway foresaw 
difficulties. 

4. Mr. Band was opposed to the tax upon principle, while admitting that 
it meant very little to ordinary consumers. The jute mills pay from Rs. 10 to 
Rs. 13 per ton for coal and an additional 4 annas per ton will not seriously 
affect the jute industry, as it is not the price of coal but the difficulty of get­
ting it which was troubling the mills. In that connection he mentioned that 
one result from a rise in the price of Indian coal might be to attract foreig.~ 
coal to Calcutta and increase the available supply there. He also expressed 
anxiety that the charge may not end with 4 annas a ton. 

5. Yr. Pattinson had consulted the Indian Mining .Association and ex­
plained their objections. He pointed out that the proposal meant that one 
province would be taxing the rest of India. He admitted that the inclusion 
in the Bill of a limit upon the amount of the proposed taxation would go-
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some way to meet the objections of the Indian Mining .Association. .A~ long 
n,.q the price of coal remained above Rs. 5 a ton, the tax of 4 annas will not 
substantially affect the coal industry and prices, as secured up to 192.5, would 
exceed that figure, but if the price of coal after the :prese~t contracts dro~ped 
to less than Rs. 5 a ton the difference caused by the Imposing of the tax might 
lead to the closing do~ of some collieries. He objected to the uncertainty of 
the charge and the possibility of its being raised later to 8 annas or a r~pee. 

6. Babu W. C. Banerji, M.L.C., urged that the coal trade could not stand 
the tax of 4 annas a ton and he had a mandate from the Indian Mining Fede­
ration to submit that the tax, if imposed, should not exceed 2 annas a ton. 
He feared that when Karanpura and Ramgarh Bokharo Collieries were fully 
working the competition of these fields might prejudice the second class col­
lieries in Jharia because the freight from Jharia to central and north-west 
India would be heavier. He did not wish to be obstructive, but Urged parti­
cularly that no tax should be levied on soft coke for domestic consumption. 
He pointed out that though 4 annas might seem small the amount passed 
on to the consumer ultimately was likely to be at least doubled. The Mining 
Federation, he said, would not object to such a charge if it were earmarked 
for providing more wagons and sidings. 

7. Mr. Charters pointed out that the metallurgical industry would be 
~est hard hit, as the tax would add about 8 annas a ton to the cost of pro­
ducing pig-iron and about Re. 1 in the case of steel. He pressed parti­
cularly for an undertaking that if any tax were imposed it should not be in­
creased for a period of 10 years, as investors would be shy of putting their 
money into metallurgical work if there were a possibility of the price of coal 
being increased indefinitely by Government surcharges. 

8. 1\Ir. Madan, on behalf of Tata's Iron and Steel Company, pointed out 
that the steel industry would be affected more than the industries producing 
only pig-iron, as it took at least 4 tons of coal in the furnace to produce one 
ton of finished steel. If the steel industry was to be taxed in this way • 
it ought to be protected from foreign competition by a larger import 
duty on foreign steel. Steel was now only just above pre-war prices and 
might decline further. He admitted that Tatas were now paying Rs. 7 a 
ton for coal and the price was to rise annas 12 per ton each year for 
the next three years. He said that the Government of Bihar and Orissa 
had argued before the Fiscal Commission in favour of protecting the steel 
industry, and if the cost of production were now increased the claim to 
protection becomes stronger. He urged that a provision should be in­
cluded in the Bill giving the Governor in Council power to take into con­
sideration with a view to complete or partial exemption the case of indus­
tries or local bodies adversely affected by the tax. 

9. Mr. Whitworth said he had no time to receive instructions from the 
Railway Board, but he thought that the Board would be opposed to the 
tax, as the charge will have to come out of railway profits or be pallSed 
on in the form of increased freights. Welsh' coal at the moment could be 
purcha~ed. at a c~eaper ratE: than. the. best Bengal coal at Bombay and 
Karachi-Irrespective of quahty· whwh IS about as 3 is to 5 in favour of 
Welsh-and a tax of even 4 annas per ton would give the foreign coal 
a further advantage. The Bengal coal trade has already lost the Bombay 
lll:nrket and ever?' . ann~ put on the price of Indian coal will increase the 
chfficulty of regammg It. 

10. Mr .. Palister Youn~ object~d .to t~e principle of this tax. In order to 
keep th~ rmlways on a paytng basis, It. might be necessary in future to increase 
tl;e frmghts and .any char~e affectmg the . price of coal might make it 
chfficu~t for t~e railways to mcrease the freight rates without decreasing the 
~~u~ntity earned.. He. also oppo~ed the collection of taxes by the railways as 
It mvolved practical difficulties m the .Audit Department. 

11. Th~ Hon'ble Mr. McPherson thanked the members of the Conference 
for nttendmg and undertook that the views expressed in the discussion would 
·be represented when the question was referred to the Government of India, 

E2 
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Mr. Dain gave "Oral evidence as follows:-

The President. Q.-You state that the question whether land revenue is. 
a rent or a tax seems hardly worth arguing from a practical point of view; 
in raiyatwari tracts it is a true rent P 

A.-Yes. 
Q.-In raiyatwari tracts a true rent is settled under the tenancy laws in• 

the same manner as the rents of landlords are settled P 
. A.-That is so. 

,Q.-There is no tenancy law in the raiyatwari area. 
A.-It is subject to the Bengal Tenancy Act or other local Tenancy Act. 
Q.-There are no tenancy laws in Madras and Bombay. 
A.-By raiyatwari area, I meant those portions of the province in which we• 

settle direct with the cultivators. 
Q.-That is khas mahals, where Government is the landlord. 
A.-Yes. 
Sir Percy Thompson. Q.-Suppose you get two similar pieces of land, one· 

which is zamindari land on which you fix a rent of Rs. 100 and you take 
Rs. 50 as revenue from the landlord, and the other a piece of land, on whic:>h 
you get from the raiyat Rs. 100, would you not be better off in the latter case~ 

A.-Yes. 
The President. Q.-We have just been told by Mr. Foley that actually 

the rents you take are very much below the economic rents. 
A.-That would be so. 
Q.-Why do you take a lower rent than any other landlord would? 
A.-I do not think we take a lower rent than any other landlord would,. 

because other landlords are equally limited by the Tenancy Act. When we 
re-settle a rent, we enhance it to a certain extent, but those enhaneements 
are limited by all kinds of restrictions. 

Q.-Economically, is that a good thing? 
A.-You allude. to the theory that the higher the rent, the better is the· 

cultivation. 
Q.-1 do not know if you have read Calvert's book-" Wealth and Welfare· 

of the Punjab ". 
A.-No, I have not. 
Sir. Percy Thompson. Q.-You are having a resettlement in Orissa now?· 
A.-Yes. 
Q.-You have come to the conclusion that rents might be raised ~y 10• 

annas in the rupee? 
A.-Yes. . 
Q.-But you are ip. fact raising them only by 4. 
A.-That is so. 
Q.-Why? 
A.-The principle has been followed of dealing with raiyats as leniently as: 

pOilsible. 
Q.-If it is justifiable to raise the rent by 10 annas, why not raise it at 

once? 
A.-Where a man has been paying the old rate for 30 years, to raise it-. 

by 10 annas in the rupee suddenly would be a very big jump. 
Q.-Here the principle is that if a man has been paying too little in the past, 

he must pay too little in the future. 
A.-The cultivator has enjoyed the natural increment for thirty years; his 

standard of living is raised, and if the full enhancement is taken from him 
at once, it would m!lan a very sudden depression in his standard of living: 



129 

·The President. Q.-From the State's point of view, does not that argu-
ment suggest that you ought to revise the rents much more frequently? 

A.-Possibly it does; but it will be too expensive to start with. 
Q.-Couldn't you have a sliding scale depending on prices? 
A..-I should think there would be great practical difficulty in working it. 

Sir Percy Thompson. Q.-You might have your settlement once in .thirty 
years and each year have an index numbe,r and charge land revenue on that .. 

A.-Are we considering the ca.se where land revenue is taken directly from 
the cultivator or the case where it is from the zamindar? 

The President. Q.-Here the Government place themselve~ under their 
own tenancy laws deliberately. The Collector becomes a zammdar under the 
tenancy law. It seems an unneaessary complication. 

A.-I do not think we could have a separate tenancy law for Government 
estates and private estates. 

Q.-Surely the whole tenancy law is the outcome of the permanent settle­
ment. 

A.-Yes. 
Q.-These arbitrary restrictions were put on to check bad landlords? 

Prima facie, Government are not expected to be bad landlords. 
A.-I do not think it would be possible for Government to shake them­

selves free from the restrictions which they have imposed upon other landlords 
even if it were desirable. 

Q.-Actually, how many settlement systems have you in the province? 
A. . ..,.-We have a permanently-settled area, temporarily-settled area, khas 

mahals, and we have a· special tenancy law in Sambalpur. 
Q.-The temporarily-settled area is Orissa? 
A..-Yes. 
Q.-When a permanently-settled estate ceases to be permanently-settled and 

for some reason or other, it becomes Government property, why should not 
you apply the temporary settlement t.o that? 

A..-When a landlord is not able to pay his revenue, his estate is sold, and 
somebody buys it. 'l'he State cannot take it back unless there is no bidder. 

Q.-Why should you not buy when· you can? I can understand the objec­
tion to buy from the landlord; that might be financially difficult and objected 
to a.s a breach of the permanent settlement. But when the land is being 
actually sold in public auction, why do you perpetuate the permanent settle-
ment which is admitted to be an evil? . 

A.-I think I am right in saying that there is no provision in law which 
allows Government to buy when there is a bidder for it. I have very rarely 
known any estate worth anything come to sale. 

Sir Percy Thompson. Q.-I£ it is worth ·anything, the zamindar would not 
let it go? 

A.-Or, there would be some one else to bid for it. 
The President. Q.-But Government could surely outbid him and so recover 

a source of expanding revenue. 
A.-That to my knowledge has never been done, and. I do not think the 

law provides for Government to buy in, except when there is no bid of the 
amount of the arrears for which the estate is put to sale. 

Q.-You estimate th~ cost of colle~tion of land revenue for proprietary areas 
at 1'57 per cent, whwh you say IS based on the Board's figures, but the 
Board gave us the figure of ·7:!. 

A.-I think the probable explanation for this is that the Board have revised 
the figure. I prepared my note for the Taxation Committee when I received. 
the other questionnaire about four or five months ago and I made my calcula­
tions from the :figures which I obtained from the Board. 
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Q.-Yon i;ay that for raiyatwari areas the figure may be about 10 per cent; 
have yon got any details? 

A.-No. 

Q.-Yon say yon do not understand the question regarding inequality. 
That refers to raiyatwari areas where the settlement is made on a commutation 
rate based on the prices of the last twenty non-famine years. If yon take 
20 years previous to the War and th.e year after the War, you would have a 
very different computation. 

A.-That is so. 
Q.-In your reply to question No. 101, yon say: "In Saran the average 

holding is noted as 1·41 acres as against 1·82 in the previous settlement and the 
'l"aiyati khatians have increased by 25 per cent ". What is a Taiyati khatian? 

A.-It is the ;;chedule of a raiyat's land and rent given to him in the course 
of a settlement. 

Q.-What do you mean by saying that the 'l"aiyati khatians have increased 
by 25 per cent? 

A.-That means the number of separate 'l"aiyati khatians in the record.of­
rights. The record-of-rights contains a record of landlords' rights called the 
kheu:at, and the record of tenants' rights or the khatian. The number of 
Taiyati k1wtiall8 will increase as the number of separate holdings increases. 

Q.-In qne:.--tion 1i"o. 103, yon refer to Mr. Gilliat's letter of 26th September 
1916; could you let us have a copy of it? 

A-I have not got it here, but I can find it for you. 
Q.-Were you able to sugge.;t to the Government of India any way_ of 

getting a better return from non-agricultural land? 
A.-I do not think we get a bad return. 
Q.-You are referring only to Government lands? 
A.-I am referring to Government khas mahal8 within municipal areas. 
Sir_Percy Thompson. Q.-In your view, are yon precluded from charging 

anything more by the terms of the permanent settlement? 
A .-If land within the town is also within the boundaries of a permanently­

settled estate, we are so precluded. 
The President. Q.-The permanent settlement is not confined to agricultural 

land? 
A.-I should think that in most towns lands within a municipality would 

also be within the boundaries of permanently.settled estates. 
Sir Percy Thompson. Q.-Ii you have a ne:w town springing up in the 

middle of a permanently-settled e;;tate, the landlord would get more advan~ge 
than in other provinces, simply owing to the permanent settlement-

A.-Yes. 
The President. Q.-How do yon arrive at the ground rent? The rules in 

force in Madras are that yon ascertain a;; nearly as yon can the full competi­
tive rent. Then yon sell the land by auction, subject to an annual payment, 
which is something less than the competitive rent. 
· A.-We do that here occasionally. . 

Q.-Yon refer us _under minerals to the report of the Mineral Resources 
Committee. One of their functions was to go into the question of finance? 

A.-Yes. 
(The witness banded ov~r a copy of the Report to the Committee.) 
Q.-Was it not as a resnii; of that Committee that this proposal was made 

for the leyy of 4 annas on coal? 
A.-Xo: the proposal -was prior to that. It must have been made sometime 

in 1921. At that time I was not in India. The Mineral Resources Committee 
met in the early part of 1922. The coal-tax -was indirectly among the matters 
referred to the Committee. 



.. 131 

Q.-It would have been open to the Government if it could have- got the 
Secretary of State to agree, to increase the royalty so far as the Government 
lands are concerned? 

A.-Yes. Under the Devolution Rules the development of mineral. resources 
is provincial subject to any rules made or sanctioned by the Secretary of 

. State, so th~t we could not have increased the royalty without ~he SeCTetacy 
of State's sanction. >- _. 

Q.-Must not those rules be rules relating to the development of minerals? 
A.-Yes. 
Q.-And do you include taxation of minerals as coming under that head of 

development of minerals? · -
A.--I had not thought of that aspect of the matter. · . 
Q.-Could you not put a tax on land vyhich is used for purposes other than 

agricultural without the sanction of anybody? · · 
A.-The lands where minerals are found are largely Government property 

and there seems no point in Government levying a tax on their own lands. 
If such a tax is included in the Scheduled Taxes Rules, the local legislature 
could no doubt sanction it, but it would be extremely difficult to do so in the 
permanently-settled area. 

Q.-,-Would it be practicable to suggest a, tax on tlj.e ~nearned increment 
which goes to the private owner in the shape of royalty? 

A.-Without a conflict with the term8 of the permanent settlement? 
Q.-Yes. 
A.-There is already local cess on mining royalties. 
Q.-Would it not be better to replace that cess by a general tax, say, on 

· mining royalties payable t<> the zamindar, as iii England. 
A.-In thi>! country the zamindar pays local cess on mining royalties, though 

no part of that comes to the Government. At one time half the ceases were 
paid to provincial revenues, but I think the theory even -then was that they 
were used in the lot'ality, and I doubt whether it is possible to put further 
general taxation on land. 

Q.-Mr. Scott has suggested that it would be better to get rid of those 
taxes and to have a mining fund. 

A.-That mean>! depriving the local bodies of their income. 
Q.-They will be given some subsidies. Put the whole thing into a fund 

and distribute it in three parts, partly for the expert staff appointed by the 
Government of India, partly for provincial purposes, and partly for local purposes. 
The first thing is raising the cess and the subsidies to the local body cannot 
be less than what it was before. 

A.-I have not thought out Mr. Scott's suggestions in detail. 
Q.-What has been suggested is that you might take a flat rate on raisings, 

and since that would tall unduly heavily on the poorer class o£ mineral, you 
should also have a percentage on the company's income above a fixed rate 
and a percentage of the mineowner's profit. 

A.-I do not see any objection to taxing minerals for the purpose of develop­
ment, even in privately-owned property, because the mineral owners after 
all are not merely using the income of the property, but also selling wasting 
assets. 

Q.-You say, " Recently after a protracted correspondence, the Secretary of 
State has agreed to the raising of the royalty on iron ore from balf an anna 
a ton to a rate bai>ed on a sliding scale '', which we were told yesterday is 
based upon the tariff valuation of Cleveland No. 3 pig-iron. 

A.~There is on«: tariff valuation for all classes of pig-iron; and the price 
of Cleveland No. 3 IS generally taken for the purpose of fixing the valuation. 

Q .-It is not exactly the tariff valuation. It is generally based upon the 
actual price of Cleveland No. 3. 
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A.-There is nothing about the method of fixing the tariff valuation in the 
correspo~dence between the Government of India and ,the Secretary of State. 

Q.-With regard to income-tax you say that recently an arrangement has 
been reached with Bengal by which this is adjusted. What are the terms? 

A.-The companies registered in Calcutta, although working here, pay 
income-tax in Calcutta, and in consequence Bengal gets the share of income­
tax which should come to the Local Government under the Devolution Rules • 

. The income is earned in this province and the income-tax is paid in Bengal 
because the headquarters of the companies are ~ituated in Calcutta. 

Sir Percy Thompson. Q.-Don't you take 71l per eent of it? 
A.-The case is dealt with in the Finance Department. I do not know the 

details. · 
Dr. Paranjpye. Q.-What about Jamahedpur? 
A.-They pay income-tax in Bombay and we have not come to terms with 

Bombay, as far as I know. 
Q.-You say the mining rules unduly favour the exploiter? 
A.-They are unduly rigid from beginning to end. 
Q.-You criticize the retention of the principle of priority. What does that 

mean? 
A.-The man who wishes to work minerals has firilt of all to get a certi­

ficate of approval. Then there are rule;; which say that in case more than 
one person applies for a license or a lease, the first applicant who holds a 
valid certificate of approval is entitled to the license or lease. There iR no 
further disCTetion in the matter. Though there was a proviso allowing the 
Local Government to exercise a eertain amount of discretion, the Government 
of India recently placed. an .interpretation on that proviso, which leaves a 
very limited scope for discrretion. 

Q.-Your actual income from mines is Ril. 1,60,748? 

A.-That is for the year ending Slat March 1924. 

Mr. B. FOLEY, I.C.S., M. L. C., Member, Board of Revenue, 
Bihar and Orissa, was next examined. 

Written memorandum of Mr. Foley, 

Q. 1.-Annexure A-1, Agricultural statistics, paragraphs 8 and 4.-Jt is 
not correct to say that there has been no accurate survey of Bihar and Orissa. 
There has been a cadastral survey and settlement of most of the province. It 
is not quite correct also to say that the figures in Bihar and Orissa are every­
where supplied by the police. In Cuttack, Balasore, Puri and Angul a revenue 
staff known as Chakla Kanungos under a Sirdar Kanungo report direct to 
the District Officer. In Sambalpur the Central Provinces system of Tahsildars 
is in force. • 

The cadastral surveys give an estimate of the area of each crop. ·I do not 
believe myself that the figures either of area or of the crops grown can be 
relied upon, I believe they are generally inaccurate. The police take little 
interest in the work: the figures come up every year through a Deputy 
Magistrate in charge of the department of the Collectorate. My experience 
is that this Deputy Magistrate as a rule passes the figures placed before him 
'Without examination. As Collector myself I always, in the case of the 
principal crops, used to check the figure of estimated outturn, i.e., the num­
ber of annas the crop was supposed to be and generally raised it. Many 
Collectors however cannot find time to do this. Neither the Deputy Collector 
Dor the Collector has any means of testing the accuracy of the area or of the 
amount of crop in the statements. ·The statements are forwarded to the 



133 

Director of Agriculture, who examines them carefully and then usually raises 
the estimate of the general outturn for the year. He can, however, in most 
cases only proceed by guess-work, and he is naturally reluctant to interfere 
with the estimate of the District Officers who know the actual conditions 
better than he does. The result, I believe, is that all crops generally are 
underestimated. 

Paragraph 5 of Annexure A.-As regards the estimate of normal outturn, 
I believe myself it is absolutely impossible to make an average Indian officer 
understand what is meant by normal or average. I quote my experience when 
enquiring about crops from a police sub-inspector in a thana in Darbhanga in 
1916. He told me the crops were average or 12 annas: I enquired why they 
should not be 16 annas, as the rainfall and general conditions seemed to me 
very good: he replied that a certain area of the thana was flooded: I 
enquired whether this area was not flooded every year: he replied in the 
affirmative: he was still however unable to understand why his estimate 
should no~ be 12 mmas. Besides this, I believe, there is a latent belief in 
every Indian reporting about crops that it is advisable to underestimate the 
crops, because there is a possibility of taxation. At any rate he thinks some 
harm may result in some way to him if he reports the actual state of the 
crops, and the actual price at which they sell. In consequence he invariably 
underestimates the crops and understates the price. Besides this there is to 
be taken into account the "ingrained pessimism " referred to in paragraph 
7 of Annexure A. 

Paragraphs 6 and 7.-Personally I have given up in despair the hope of 
obtaining accurate estimates by requiring that the estimate should be given in 
annas. The usual estimate of an average crop is 12 annas, but in some dis­
tricts I found it placed at 13 annas. I have always found it difficult to find 
out exactly what an ordinary Indian means by 12 or 13 annas. The general 
explanation is that 16 annas is a full crop and 20 annas a bumper crop. Thus, 
apart from a general tendency of reporting a 12 annas crop as say, 8 annas, 
this method of calculation, I think, always leads to underestimation. 

As to percentages, early in my service the system was to take 100 per cent 
as a full crop. This was subsequently altered, and it was directed that 100 per 
cent should be regarded as an average crop. The officers reporting have 
never been able to understand this, and an average crop is generally reported 
as 75 to 80 per cent. The consequence is, as has been pointed out" on several 
occasions, that the examination of the statistics for a period of years alway~ 
shows that the average outturn of crops is below normal. 

Annexure A.-II, Industrial statistics.-

! have had some experience of the coal trade as Collector of Burdwan, 
when on special duty reporting on labour, as Commissioner of Chota Nagpur 
and as Chairman of a Coalfields Committee. I believe statistics as regards 
production, value, price of coal, and the statistics of persons employed in the 
industry are rather better than the figures with regard to other minerals. 
There are various means of checking them. I do not believe, however that. 
the figures can be in any way looked upon as accurate. There are nuU:erous 
small collieries whose returns, I believe, are often false. For the purpose of 
local cess (paid to the District Boards) and income-tax, colliers are assessed 
on their profits. For ascertaining the amounts, due accounts passed by char­
tered accountants are examined. For various reasons these cannot be regard­
ed as altogether satisfactory. The accounts of smaller Indian-owned collieries 
are generally very unsatisfactory, and profits can as a rule only be gauged 
by guess-work. In the Jharia coalfield, collieries are subjected to one cess 
on raisings paid to the Jharia Mines Board of Health and to a water-rate 
on despatches paid to the Jharia Water Board. The most satisfactory 
method of taxation has been found to be a taxatio!l on despatches, since they 
are based on the figures of coal despatched oy ra1l: these are not accurate 
but serve as a fairly satisfactory basis of taxation. They leave out of account: 



i34 
of course;· local ~ales, free allowances granted to labourers, and coal stolen by 
labourers. In spite of this the figures are found to be better than the figures 
of raisings. In this connection, I quote paragraph 35 of the Coalfields 
Committee. 

"35. Paras. 19, 20 and 22.-Mr. Rees recommends that all coal brought 
. out of the mines should be weighed and an accurate record kept. A Govern­
ment rule to this effect would, he considers, be useful for statistical purposes, 
because the figures of despatches by rail do not cover the whole of the coal 
actually raised. It would also be useful as a check on the coal removed by 
the labourers for domestic and other purposes. 

" The evidence laid before us on this question is rather conflicting, but is on 
the whole adverse on the ground of impracticability. The advantages for 
statistical purposes are obvious. The present statistics, obtained from the 
railway companies and compiled by the Department of Mines, are admittedly 
inaccurate an9. inadequate, and more complete and reliable figures would 
convey valuable information and would besides simplify the levy of cesses, such 
as the Mines Board of Health and the Jharia Water Board cesses, which are 
at present imposed on raisings and despatches, respectively. The difficulties 
are, however, considerable. Weighment might be practicable in mines raising 
coal by shafts and haulage inclines, but would not be so in mines served by 
carrying-out inclines, where coal is raised in baskets and measured on the 
surface: although the latter produce only about 8 per cent of the whole out­
Itut, they constitute nearly 43 per cent of the total number of mines. Again, 
owing to' the many openings in most mines, a large number of weigh-bridges 
or weighing machines would be necessary, and the expense thus involved would 
be disproportionate to the advantages gained and beyond the means of the 
smaller collieries. There are also other practical difficulties connected with the 
varying size and tare of tubs. 

" Taking all these factors into account, we have arrived at the conclusion 
that under existing conditions compulsory weighment is unnecessary. We are 
of opinion, however, that both landlords and colliery owners would be well 
advised to introduce such weighment voluntarily wherever conditions render 
it possible." 

Q. 3.-I agree. I refer to pages 18 and 19 of Alston's" Elements of Indian 
Taxation "•written in 1910. Here it is stated that in the United Kingdom 
roughly a million people, whose annual incomes exceed £160 and who with 
their families constitute between lth and ith of the total population, con­
tribute about T".ths of the total tax revenue. In British India the total 
number of payers of income-tax is only 250,000 out of a total population of 
250 millions, a number constituting with their wives and families less than 
11.-&oth part of the total population. The figures are probably considerably 
worse a.t the present time, since in 1910 the limit of income-tax was Rs. 1,000; 
at present it is Rs. 2,000. The present population of India also is over 300 
millions. 

Q . .6.-The accuracy of the statistics may be increased by requiring that 
more detailed enquiries should be made in the case of the settlement of a 
district, but this will mean extra. expense on landlords and tenants, who will 
greatly resent it, since they complain generally about the cost of settlement 
under present conditions. It may be possible, however, without much expense 
for Government to obtain further information when the census is held every 
10 years. 

Qs. 5-7.-I am not in favour of any census of production or of any 
legislation compelling the collection of information, if these are required 
merely for statistical purposes. I believe the figures obtained by both methods 
would with every care be inaccurate and the cost would not be justified. I 
think elaborate enquiries that will cost money should be only made after it 
has been decided that certain taxation should be imposed, and that it is 
necessary to ascertain what rates would be fair. I do not advocate any census 
.or legislation with the object of preparing statistics to enquire into the 
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mcidence of taxation or what sources of taxation are possible. I do not think 
that the results desired would be obtained, and the expenditure would be 
mostly wasted. 

Q. 9.-I would divide the population into the several classes stated below, 
with reference to the taxes which affect them. 

(1) Zamindars.-They are chiefly affected by land revenue paid to Gov­
ernment and local cess paid to District Boards : most of them are also affected 
by incm~e-tax but not to a large extent. Their position generally is not so 
good as it was before the war. The rents they receive mostly remain as they 
were but the value of money has decreased. They also find it more difficult 
and ~xpensive to collect their rents, since the tenants have become more in­
dependent and often withhold payment : in consequence their legal expenses 
have greatly increased. 

(2) Te-nants.-These in the province of Bihar and Orissa are practically un­
affected by land revenue: they are affected by rent payable to their landlords, 
but this does not come under the head of taxation. In Government estates 
they pay rent direct to Government, but the general policy in Government 
estates throughout this province is to fix this rent at a very low rate. Tenants 
are hardly affected at present by other taxation except cess paid to District 
Boards and this is light. Everywhere they are considerably better off now 
than they were before the war owing to the rise of prices. It is true they 
have to pay more for things they need to buy, but their wants are few and 
the increase in their income is altogether out of proportion to the increase in 
their expenditure. 

(8) Business houses and trading firms.-These are chiefly affected by the 
income-tax, especially European firms. 

(4) Indian merchants including money-lende1·s, grain dealers and banias.­
From this latter class a large amount of income-tax ought to be collected but 
is not, as they conceal their profits, and it is practically impossible to ascertain 
them. This seems the weak point in the taxation of the country, since this 
class is the one that benefits more than any other by a stable Government, im­
proved communications and all the conveniences of a civilized Government, 
especially the Post and Telegraph, but they do not contribute to the revenue 
in proportion with their income. Theil· expenditure as a rule is small and 
their manner of living is so mean that it is impossible to ascertain whether a. 
man is rich or poor. Unless they hold land they escape taxation to a very 
large extent. Many of them employ highly paid servants for the purpose of 
preparing false income-tax returns . 

. (5) The Profe•sional c!asses.-The chief curse of the country is excessive 
litigation and large incomes are in many cases made by barristers, pleaders 
and mukhtears. On the other hand, the profession is overcrowded and many 
of them can hardly make a living. These persons are chiefly affected by the 
income-tax. It is easy for them to avoid this tax, if they like to understate 
their income, but I do not believe they do this to an excessive degree, as 
otherwise they would lose their reputation. In some few instances they may 
exaggerate their income. Indian doctors as a rule do not make large incomes 
apart from the Presidency towns; they are affected by income-tax, but they 
probably escape this to a considerable extent, because an underestimation of 
their income would not be detected. Engineers are also affected by income­
tax. It is probably less easy for them to conceal their income than for 
doctors. 

(6) ·The Labouring c!asses.-The material condition of this class has greatly 
improved of late years. Their expenses a.re few and their wages have .been 
enhanced out of proportion to their wants : they practically escape taxation 
altogether. If they choose to drink or indulge in drugs they have to pay 
more than they did, but this does not affect their general material condition. 
!n the coalfields the result has been th~t they work only H or 4 days n week 
mstead of 5 as formerly. The problem 1s to raise the stand!K'd af living and 
I do not think so far the standard hns been raised. ' 
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(7) Clerks and employee& on /ized ineomes.-The material condition of this 
class has much deteriorated since the war. Their salaries in most cases have 
been _increased, but conditions of life are generally harder for them, as their 
salanes do not go as far as they used to. H their income is over Rs. 2,000 
a year they are affected by income-tax : they are hardly affected by other 
taxes. 

(~) Domestic servants.·:-·1!heir wages ha>e increased, but I should say they 
are m much the same positiOn as they were before the war. Their condition 
has not been improved like that of the labouring classes, nor has it deteriorat­
ed like class No. (7). They are practically unaffected by taxation. 

(9) Europeans.-This class taken all round contributes more than its share 
!o the revenues of the country. They ca=ot as a rule avoid the payment of 
m~me-tax and the cost of their living has increased to a very large extent 
oWlllg to the increase in customs duties. Everything imported into the 
country is much more expensive than it was. 

As regards the incidence of taxation, the land revenue falls on the landlord 
and he passes it on to the tenant, but in Bihar and Orissa and Bengal the 
incidence is very light, in consequence of the permanent settlement. Local 
cess falls both on the landlord and the tenant. As regards excise, the tax falls 
on the consumer, and which of the abo>e nine classes are most affected can 
roughly be estima_ted. As regards customs, the tax also falls on the consumer 
and this is paid in India to a disproportionate amount by class (9). A tax on 
raw materials, for instance, a tax on jute, could, I think, only be imposed on 
-the exporter or manufacturer. Both would ultimately recover the tax from the 
consumer. A tax on minerals, for instance coal, would be handed on by the 
collieries to the consumer and paid by the consumer. 

Q. 96.-In Palgraves' Dictionary of Political Economy (1913) two defini­
tions of rent are given : 

(1) " That portion of the produce of the earth which is paid to the land­
lord for the use of the original and indestructible powers of the 
soil." (Ricardo). 

(2) " The income derived from the ownership of land and other free 
gifts of nature." (Marshall). A tax is defined as " a compulsory 
contribution of the wealth of a person or body of persons for the 
service of the public powers." (Bastable). 

In Dalton's" Principles of Public Finance," 1923, page 25, a tax is said to 
be " a compulsory charge imposed by a public authority: the essence of a tax, 
as distinguished from other charges by Government, is the absence of a dir~ 
quid pro quo between the tax-payer and the public authority." 

I have nothing to criticize in the above definitions. 
I see that the question is debated whether the Indian land revenue is a tax 

or a rent, but I am unable to appreciate the force of the reasons alleging 
that it is a tax. I would call attention to pages 592-593 of Fawcett's Manual 
of Political Economy, 8th edition. It is here stated that the British traders, 
who first settled in India, found it governed by a great number of rulers, 
who owned the soil, and derived their revenue by making their subjects pay 
a rent or tax for permission to cultivate the land. The British obtained the 
dominions of these native rulers, and could exercise over it the same rights 
of property as those which an English landlord .exercises o':'er his own estate: 
there is no real but simply a nominal distinction between a land tax and rent, 
since rent is the price which is paid for the use of an appropriated natural 
monopoly. H land has been appropriated by the Government, then the price 
paid for use of this appropriated natural monopoly is received by the Govern­
ment, and is termed a land tax. H it is paid to a pri>ate individual, then 
it is termed rent. 

I do not see that the land revenue is different in its nature, whether it is 
deri>ed from permanent settlements, ·or from temporary ~ttlements, or again 
whether it is paid through intermediary landlrolders or direct by the tenant .. 
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Where a permanent settlement has been made, the Government has foolishly 
deprived itself of the unearned increment, and the rent fixed is very far from 
~n economic rent, being a rent, w!hich in some cases is not much above a 
nominal rent, so that though it is still rent Government have parted with its 
rrights to increase the revenue for good and all. When land is settled direct 
with the cultivators, as in certain provjnces and in the 1chas mahals in this 
;province, revenue and rent are the same. In neither case is the rent an 
economic one, i.e., one that is settled by competition. 

Q. 97.-I do not think the prosperity of the cultivator in Bihar and Orissa 
'is affected by the land revenue or, as the qliestion calls it, tho land tax. In 
·permanently-settled lands he is not affected by the land revenue, but by the 
landlord's rent, the tenant's portion of land revenue being insignificant. The 
'landlord's rents, taken as a whole throughout the province, are not, I believe, 
excessive. The various settlements that have taken place in the last 30 years 
'in the province, though there are exceptions in places, on the whole, I think, 
disclose that the rents paid by the tenants were considerably less than they 
were believed to be before the settlements were undertaken. In many places 
~ccording to the landlord's accounts exorbitant rents were found entered, but 
they are never exacted, the landlord never expecting to realise them and the 
~tenant never expecting to be called on to pay them. Landlord's abwabs in 
.previous years have been a source of harassment to many tenants. They still 
.exist to a certain extent, but I believe they have been very greatly reduced. 

The causes which do influence the prosperity of the cultivator are social 
.and are well known. He has no notion of limiting his family : all his 
.daughters must be married, and all must have as many children as possible: 
he is, as a rule, conservative, and is not inclined to leave his village if he can 
help it. In consequence, especially in ~hree of the districts of· the Tirhut 
Division, the pressure of population on the soil is very great. .An ordinary 
·cultivator is not extravagant in his ordinary life and saves what he can, but he 
is very extravagant on occasions, for jnstance, marriages, and, to a less extent, 
,funerals and other ceremonies. To perform these ceremonies he plunges 
.recklessly into debt, borrowing what for him is a huge sum at high interest 
>from the local mahajans, and very often being unable to free himself from debt 
•subsequently. The mahaja1~ often treats him kindly, remitting part of his debt 
"'nd advancing him seed, etc., on occasions, but the cultivator remains his 
·debtor in a dependent condition with no capital of his own. The ordinary 
·cultivator, if he saves, generally buries his money under the ground in 'his 
·house: he may convert a portion into ornaments for his women relatives: he 
·has no notion of banking his money or of investing it in improvements, which 
would increase the outturn of his fields. I believe these are the main reasons 
for the state of the ordinary Indian village, which strikes a new comer to 
·the country very forcibly, viz., a wretched collection of tumble-down squalid 
-insanitary huts in the midst of richly cultivated fields, scarcely an inch of 
·which is left untilled. Taxation has nothing to do with the depressed state of 
the cultivator. 

Q. 98.-I should say the criticisms are nonsense and not worth answering. 
The land revenue assessment does not ignore the ability to pay of the sub­

ject. The amount of his income, which he has to pay as land revenue, is, 
·as a rule, minute in permanently-settled lands and very light in lands settled 
-temporarily. Where lands are not perll\anently settled, the ability to pay is 
carefully considered, when a new settlement is made, and before the rate of 
i.ncrease is determined. I speak from experience of resettlements in the 
districts of Balasore, Cuttack, Puri and Sambalpur. 

'fhe assessments, where there is no system of permanent settlement do not 
'lack the element of certainty. .A proprietor knows he will retain his '!and at 
the present rent either for 20 or 30 years, and at the end of that time that 
the h?-creased revenue he will have ~o pay will not be large or beyond his 
capa01ty. I see on page 24 of " Ind1an Land Revenue Policy" of 1902 that 
·in some provinces improvements are exempted from assessment. I am confi­
dent that in no province would a proprietor he debarred from making improve-
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ments because of the incr~a:J6 of revenue to which he would subject himself at 
the next settlement • 

.As regards the permanently-settled lands in Bengal and Bihar and Orissa, 
I should say there was practically no official tyranny and extortion with 
regard to the working of the Act of 1859, though tauzi and other clerks may 
exact ~mall fees when land revenue is paid· in the Collectorate. There is 
indeed a mass of chicanery, fraud and general villainy with regard to the 
default and sale of estates and shares of estates, but these are practised by 
Indians on Indians and have nothing to do with officials. Collector knows 
nothing of what is going on and. sells an estate mechanically according to the 
rules. What has happened is often exposed in an appeal to the Commissioner. 
The Commissioner and the Board have full powers to rectify injustice, ana: 
often set aside sales, but probably a great many instances, especially with 
regard to purdanashin women, are not brought to their notice . 

.As regards Government estates, I am acquainted with all the largest 
Go>ernment estates in Bihar and Orissa and instances of official misconduct 
are, I believe, very rare. 

With reference to the time of payment of revenue, the general Ttists for the· 
payment of revenue in permanently-settled estates were settled after lengthy 
aud extremely careful in¥estigation. They lack somewhat the advantage of 
uniformity and simplicity, but the times are fixed to suit the various harvests. 
The same is true of Government estates. In these the hists are sometimes­
altered, when they are found inconvenient. 

In permanently-settled and temporarily-settled estates the revenue practi­
cally collects itself, since the proprietors are compelled to pay their revenue 
by a certain date; otherwise they are sold up. Therefore, the only expense of 
collection is the expense of so many tauzi clerks, so many treasury clerks and 
so many accounts clerks in each Collectorate. I have endeavoured to ascertain 
t"oughly what proportion the cost of this staff bears to land revenue in per· 
manently and temporarily settled estates. The Board's office works out the 
proportion as· ·72 for the whole Province. I am not sure if this is accurate, 
but clearly the figure is an insignificant one. Of course, the salaries of the 
Treasury Officer, the Collector and the Commissioner cannot be taken into· 
act:oilnt, since their duties in this connection are only a minute part of the 
general duties they perform. In Government estates the cost of collection is. 
between 10 and 12 per cent. It is only in places like the Kolhan in 
Singhbhum, where the Manki, and in Sambalpur, where the Gaontia is 
allowed a high percentage that it comes to 20 or 25 per cent. The Manki and 
the Gaontia are however not merely tahsildars: they form an important part 
in the administration. 

Q. 99.-I do not quite follow why inequality should be avoided. Where­
temporary settlements are based on prices throughout Bihar and Orissa, it is 
practically only the price of rice which is taken into accoant. Every one· 
knows the price of rice and will know if tlie settlement is inequitable. In· 
Bihar and Orissa the rents of temporarily-settled estates are of course con­
siderably higher than in permanently-settled estates, but the inequality does 
not matter. 

Q. 100.-I do not agree that Rs. 2,000 a year is the subsistence level in 
India. I see the Director of Land :R-ecords puts it at Rs. 150 a year for a 
familv. I have not looked up the papers to ascertain for what reasons the 
exemption limit was raised from RS. 1,000 to Rs. 2,000 in 1919. Probably it 
was found that the amount of income-tax from assessees whose income was bet­
ween Rs. 1,000 and Rs .. 2,000 was not worth the trouble i~volved in the ~ollec­
tion the cost was excesstve and the sum collected comparatively small, whlie the 
pr~ure of the tax was felt heavily by the assessees, especially by those on fixed 
salaries who, as noted above, had been badly hit by the war. I altogether 
disagree that there should be an exemption limit in the case of agricultural 
incomes. .As stated above, l do not think the zamindar is affected by the land 
re¥enue he is required t<J pay, and in the case of a raiyat paying rent direct 
to Go•ernment, I cannot understand why he should be exempted at all. If 
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his holding ~\small, he pays a small rent, and if it is large, he pays a large 
rent: whether~mall or large, he ought to pay rent to Government for the use 
of the land. It~s not like income-tax, where Government steps in and appro­
priates a share o the assessee's profits for no specific benefit in return. The 
1·aiyat is paying r t not a tax. It might be practicable for a taxing officer 
roughly to estimate'whether an agriculturist's income exceeded Rs. 2,000 or 
.any other limit, but this would be very difficult and it would be very inex­
pedient that any. ended'\our should be made to do this. I do not think thE> 
exemption proposed wou1d induce the further fractionisation of holdings to 
a great extent: of course landholders and tenants whose income was just above 
Rs. 2,000 would be likely to part with a portion of their land on consideration 
in order to esca.pe taxation. A. raiyat generally parts with a portion of his 
land, hecause he wants to raise money for a marriage, law suit or for some other 
purpose. He ·generally mortgages his land for this purpose and is often 
unable to redeem the mortgage. 

Q. 101.-I do not think a tax on mutations would check fractionisation, 
.and I do not approve of a tax on mutations. Under the Orissa Tenancy A.ct, 
:the landlord is entitled to exact 25 per cent of the purchase price, but there 
is a considerable amount of fraud with regard to these purchases and the 
tenant ger.&rally produces documents showing fictitious amounts of considera­
tion money received. In other parts of the province the landlord generally by 
custom receives a considerably less amount as a mutation fee; in some places· 
he receives nothing: there is a serious discussion at the present time as to how 
the Bengal Tenancy A.ct should be amended fixing what this fee should be. 
I do not think mutations are a convenient form of taxation. A.s to preventing 
fractionisation, I do not consider this would be effected by any tax, since it 
is so easy to conceal these transactions, and also the amount of money that 
passes. I would suggest that the best means of preventing splitting up of 
estates is that the Batwara A.ct should be amended and the limit raised. A.t 
present an estate can be partitioned only if the Government revenue on the 
share of the applicant exceeds Rs. 10, and if the Government revenue on the 
·shares of the non-applicants exceeds Rs. 5. Estates especially in the Tirhut 
Jllld Patna Divisions have been for many years split up to a most undesirable 
extent and the process is continuing every year. It is true holdings, as a rule, 
11re not usually further divided by the partitions, but I have nothing to 
suggest about preventing the fractionisation of holdings. 

Q. 102.-The question apparently contemplates land brought under cultiva­
tion under irrigation schemes executed at Government expense. In this 
(Province the cost of most schemes is met by landlords and tenants, and of 
course land brought under cultivation under these-schemes must be private 
propm·ty. In case of small schemes occasionally no revenue or rent is required 
for several years, since a considerable amount of labour and expense is required 
from the tenants before they can derive benefit 'from the irrigation scheme · 
e.g., in terracing the land. I think it would be altogether a mistake not t~ 
:allow waste land brought under cultivation by an irrigation scheme to become 
private property. The revenue should not, of course, be fixed in perpetuity 
but should be settled for a certain period; in order that Government may 
obtain the unearned increment, but it is a great advantage for the development 
of such land that it should either be settled with tenants direct or settled with 
landlords, who would employ cultivators. Considerable expense is, I believe 
often needed to bring the land under cultivation, and neither the landlord~ 
no.r the tenants would be willing to expend large sums if the right of private 
property were withheld. Very possibly for the first year or so it might not be 
advisable to exact any revenue or rent. 

Q. 108.-I do not think the question is of importance in this province and 
I lfave never heard of any complaints on this subject. I believe the land 
reyenue leviable by Government within municipal limits is very small. In 
Calcutta there is an officer called the Collector of Calcutta but the land 
reyenue collected by him is, I believe, insignificant: most of the t.ime of that 
.officer is devoted to excise. 
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, Q. 104.-;-(1) Th_is method cannot be adopted, since the Innd revenue is 
almost entuely paid by landlords and cultivators outside the towns. It will 
be necessary to exclude the town population. Even if the town population is 
excluded, however, the results will not be very useful. For instance in Saran 
M~zaffarpur and Darbhanga the land is good and the population very dense' 
bem~ some 800 to 900 to the square mile. In many districts of the Centrai 
Provmces and Bombay, I understand most of the land is not valuable and the 
population sparse. The first three districts are permanently-settled and I 
thmk the figures thus calculated will not give a corr(>ct idea as compared with 
the latter districts. 

(2) Similarly it will .not do to divide the land revenue by figures for the 
occupied area. Municipalities, jungle, and waste land must be excluded. If 
the total of land revenue is divided by an estimate of the figures for the 
cultivated area, perhaps this would be the best rough and ready method of 
estimating the incidence of land revenue in one province as compared with 
another. This of course leaves out of account the pressure of population on 
the soil, but I think it may be fairly assumed throughout India, at least as 
~ar .as my knowledge goes, that the cultivated area maintains all the persons 
It IS capable of maintaining. As regards Bihar and Orissa it must be 
recognized that the land revenue in Chota Nagpur is an absolute song, e.u., 
the whole land revenue of Ranchi district is only Rs. 14,506. 

(3) Assessment of soil units cannot be adopted for Bihar and Orissa, since 
Sambalpur is the only district in which soil units are calculated. 

(4) This method might be useful in combination with No. (2). In the case 
of land settled raiyatwari, the method is a good one. Where lands are settled 
temporarily or permanently with zamindars, accurate figures for rents or 
annual value would probably be very difficult to ascertain. Still they could 
be ascertained with a fair degree of accuracy in certain districts or in certain 
estates and the figures would be useful. As regards Chota Nagpur, the per­
centage of land revenue to rents or annual value will be a very tiny fraction. 

(5) This method, I think, might be useful in combination with Nos. (2) and 
(4) to give some idea of the incidence of land revenue in different provinces. 
I am afraid, however, as regards most districts in Bihar and Orissa it will be 
very difficult to obtain figures of gross or net produce of any degree of 
accuracy. Still in some districts or estates figures might be obtained which 
would serve as a check. I do not think this method by itself could be 
adopted. 

Q. 105.-The whole position in this province is extremely unsatisfactory. 
A case can be made out for extra taxation on minerals in order to obtain a 
revenue for Government, but it seems to me that the present is a most 
inauspicious time to levy any such tax, especially on the coal and iron indus­
tries. J should prefer that ·it could be considered whether a portion of the 
income derived by the zamindars from royalties and by the District Board 
from cess cannot be diverted to Government. I deprecate at the present time­
a further tax on the profits of the companies that work mines or any increase­
in the rates of the royalties on minerals won. It is true that the royalty 
on iron ore was until lately quite inadequate, but this has lately been rectified: 
by the orders of the Government of India. 

It seems to me that it was an absolute sin that Government did not reserve 
for itself all minerals throughout India. Personally I had occasion to go into 
the subject when I was on the Coalfields Committee in 1920. I beg ~ caH 
attention to paragraphs 16 to 18 on pages 5 and 6 of our report. It WI)l. be 
seen that as late as 1880 it was open to Government to reverse the decision 
which had previously been arrived at, but it was considered advisable by the 
Secretary of State to leave the landholders ~i~~er fully to develop the min-;ral 
resources of their estates or to afford faCilities to others to do so. Tliese 
reasons in the light of later history seem very extraordinary. I need only refer 
to the petty zamindars in the Dhanbad subdivision of Manbh~m. In the lare 
llineties and the first decade of the present century these zammdars, who were-
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very low i~~_ the scale of civilisation, suddenly jumped from .poverty to what to· 
them was untold wealth. They did nothing to deserve this wealth, and had 
the SecJ·,etary of State's decision been djfferent, the whole might have gone 
into the gen~al exchequer. The same thing has happened lately in the­
Ramgarh estate in Hazaribagh, which was a few years ago seriously in debt 
and will shortly \be nearly the richest est~te in the Province. It will be seen 
from the report th~tt the Lord Chancellor made a remark in 1916 questioning 
the zamindars' rights to the minerals. The maJ;ter has since been taken 11p 

by the Government of Bihar and Orissa, but I am not aware of the present 
stage of the investigation. 

In the next place I wish to call attention to the cess levied under the Bihar 
and Orissa Cess Act on coal, the proceeds of which go to the District Boards. 
'Ihis cess has always been subject to dispute and the present position is 
extremely unsatisfactory. I was Collector of Burdwan for 4 years, 1899-1903. 
As Chairman of the District Board, I found it difficult to budget what the· 
receipts from the coal cess would be, and I remember a controversy one year· 
with the Commissioner as to the closing balance, which I wished to -fix at. 
Rs. 5,000 and the Commissioner wished to raise to Rs. 20,000 : in consequence· 
of the rise in the coal market my actual balance was Rs. 1,15,000. When Com­
missioner of Chota Nagpur, 1916-1920, I found the District Board of 
Manbhum had the same difficulty in preparing their budget and providing. 
for expenditure. 

In the next place when at Burdwan I received complaints from Raniganf 
and Asansol that the income derived from the collieries was not spent in the 
subdivision, but was utilized in other parts of the Burdwan district. The 
matter was referred to the Bengal Government and Sir John Woodburn decid­
ed that the District Board should be compelled to expend in the colliery· 

. subdivision a percentage of its receipts proportionate to the cess which it 
derived from that subdivision. The same difficulty occurred in Manbhum. 
and it was found by Government in a subsequent year that the above orders 
were not being observed. The matter next came to my notice as Commissioner· 
of Chota Nagpur. The Bihar and Orissa Government had found the orders 
mentioned impracticable but had declared that a large proportion of the­
members of the Manbhum District Board should consist of representatives from 
Dhanbad, and also that District Board meetings should alternately be held at· 
Purulia and Dhanbad, so that the colliery representatives might he able· 
to insist on a fair share of the receipts being spent in the Dhanbad subdivision. 
This system however did not seem to work satisfactorily. 

Conditions have been rendered much more serious by the orders passed by 
the Bihar and Orissa Government in 1913, transferring the whole of the· 
local cess to the District Boards. Before this half the cess was payable to-· 
Government as Public Works cess and utilized for the whole of the province. 
The cess income of District Boards since 1913 has therefore been doubled. As 
far as Manbhum is concerned, I believe the District Board has always found· 
the greatest difficulty in expending the income; there has always been more­
money that could be spent in the Dhanbad subdivision than that subdivision 
requinid, and the closing balance of the District Board was always dispro-­
portionately high. Things are much worse at the present time. The Chairman 
of the District Board is still the Deputy Commissioner of Manbhum, but I 
understand the District Board hns been captured by a crowd of ignorant and· 
prejudiced non-co-operators. The Deputy Commissioner is powerless to control' 
them and the large income derived from the colliery areas is now wasted. 1 
have not heard whether the position in Burdwan is similar. 

As regards Hazaribagh I have lately received an interesting report from 
the Deputy Commissioner. He states thai: the cess demand of the district for 
1293-24 was 7 lakhs, out of which 1?,; lakhs came from the assessment of lands 
and 5·62 lakhs from the cess on coal mines. In 10 years' time the output of 
the collieries in Hazaribagh will at a modest estimate be not less than 6! 
million tons a year. Taking 6 annas a ton, which is the average paid by the­
present collieries on their output, there will in 10 years' time be an income of 
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·!<4 lakhs. The coal industry is being grossly overtaxed for the benefit of the 
·1 est of the district. The District Board, ·as at present constituted is not 
·ropable of .expending its in~ome wisely and in 10 or 15 years the inc~me will 
·he one wh1eh he feels certam Government will not allow the District Board 
.t~ enjoy. The mining community, who con£ribute the bulk of the District 
Board's income, ar~. in a minority in the District Board: the majority is 
·c~mpo;;ed of Sw~r~Jists, Cong~ess men, etc., who pay little regard to the 
Wishes of the mmmg commumty and are unfit to spend the income of the 
District Board. The Deputy Commissioner recommends that the assessment 
on mines should be subject to the approval of Government, and that Govern­
ment should interfere, when it becomes apparent that those who contribute 
·the bulk of the taxes receive an inadequate return for their contribution. 

The question of the assessment on collieries to local cess is now receiving 
-the attention of the Bihar and Orissa Government, the late Commissioner of 
·Chota Nagpur having twice raised the question that a cess on despatches 
should be substituted for the cess on profits. There is no doubt certain 
collieries in Hazaribagh are paying a very high cess. The Deputy Com­
missioner estimates this at 6 anna.s a ton, against 4 annas previously cal­
culated, but this is much higher than the cess paid in Dhanbad where the 
'highest rate seems to be slightly under 3 annas and the general rate much 
•Jess. The rate may be lowered, but it seems to me, however, this. assessment 
·difficulty is decided, that the question is one that might well be considered by 
·the Taxation Committee, since the revenue obtained under any system of 
·assessment must be a very large one, and it may well be discussed whether the 
·whole should at pres!lnt be paid to the District Boards or whether a pro­
·portion of it ought not to be diverted to the provincial revenues. 

As regards other minerals the position is not the same. The most im­
·portant is iron ore, most of which, witli the exception of certain of the Orissa 
"Feudatory States, is situated in the Singhbhum district. For many years 
·the District Board of Singhbhum will need all the income it can obtain. 

The mica industry in Hazaribagh is important and at present Government 
-only derive an insignificant revenue from this, being merely a dead rent of 
Rs. 1-8-0 per acre on lands leased out in the Government estate at Kodarma. 
The Deputy Commissioner calls this a nominal quit rent : a certain amount 
per mannd is assessed as profit on all mica mined. The total revenue 
-received by Government is only about Rs. 29,000 a year. The subject is being 
·investigated but it is clear that this source of revenue is neglected by Govern­
ment. Questions in connection with mica are very difficult at the present 
·time, and I have not worked out definite proposals. I merely bring to the 
notice of the Committee that mica is a potential SOJITCe of considerable 
increased revenue. A tax on output combined with a tax on royalties is 
what was suggested by the Deputy Commissioner last year: the last sugges­
·tion I have seen from him is to raise the rate of rent to lessees from Rs. 1-8 
i;o Rs. 5. 

With regard to minerals generally, therefore, my suggestions are that the 
1egal position should again be reviewed, and that, if possible, Government 
should step into the place of the zamindars and obtain the royalties now 
paid to them. With regard to coal, I would divert a portion of the income 
now derived from cess from the District Boards to the provincial revenues. 
I would not increase the present taxation except with regard to mica. As 

·regards mica, I would investigate the possibility· of obtaining a much higher 
-revenue. 

Mr. Foley gave oral evidence as follows :-

The President. Q.-The first part of your note, which deals mainly with 
statistics, we shall pass on to the other Committee (the Economic Enquiry 
.COmmittee) which has been constituted. You are very emphatic on the under. 



143 

estimating of crops and you say that "it is absolutely impossible to make a111 
average Indian officer understand what is meant by normal or average ". 

A..-Yes: it is a typical instance that I have given. 
Q.-You say "the most satisfactory method of taxatio~ has been found to. 

be taxation on despatches "· but at a later stage you mentwn a tax on output 
combined with a tax on rdyalties. Would it be possible to combine a flat 
rate on despatches with a percentage on profits over a fixed amount? :rhe­
point is that ;t tax on despatches only would be hard on the poorest quahty. 

A.-Yes: it would be hard. A question under consideration at present 
is whether local cess at present imposed on profits should be changed to a cess· 
on despatches. I found about 21 reasons on the one side and 16 on the other. 
I have not thought out the question whether a cess on despatches should be 
•upplemented by a cess on profits over a certain amount. 

Q.-ln the last page of your note you say with regard to mica " a tax 
on output combined with a tax on royalties is what was suggested by the· 
Deputy Commissioner last year ". In the case of Government mines, could 
you not take that in the shape of a percentage on the profits over and above 
a fair level of profit? 

A..-In the case of Government mines, I think Government must take the· 
woyalty. It would be very difficult to take a percentage of profits. 

Q.-I was talking about the general method of taxing the mines. You; 
may call it a cess or a royalty, or a tax. I want to know whether you could 
not try to combine those two different principles. 

A.-The royalty is a definite charge on all mines. In the ca>!e of collieries. 
there is a local cess levied for the benefit of the District Board. This is 
levied (1) on the collieries, (2) on the royalty-receivers, who are in all cases-, 
at present landlorqs. 

Q.-Mr. Scott suggested to us that you should have one fund and make' 
a contribution from that fund to the District Boards. 

A.-I do not agree with his proposals on this subject. 
Q.-How does the proposed tax of 4 annas a ton differ from the royalty?" 
A.-It would not differ from royalty in the case of the Government lands .. 

It would differ in other cases, where coal belongs to private proprietors. 
The landholder, the royalty-receiver, is one person and the colliery company· 
another. 

Sir Percy Thompson. Q.-lt would always be passed on to the consumer?· 
A.-Yes. In 1920 the Coalfields Committee thought that a cess of 8 annas· 

would not hurt the coal trade: there has been a slump since then and r 
do not think this is correct now. 

Q.-8uppose you put Oil> annas 8 a ton and it raised the price of coal by 
annas 8? . 

A.-It would raise the price of coal and the lower grades particularly­
would suffer. The rate would be placed on all kinds of coal and at present. 
there is only a steady demand for the higher qualities. ' 

The President. Q.-The private owner has no power during the term o:f' 
the lease of raising his royalty. That is determined in the lease. 

A.-Yes: he cauuot raise it during the period of the lease. 
Q.-What is the rate generally? 
A.-It varies between 2 annas and (in one colliery I am acquainted with)· 

one rupee. The avernge is 4 or 5 annas. • 
Q.-It wouili: be a perfectly legitimate subject of taxation to tax royalty 

because it is purely an unearned increment. ' 
A.-Yes: it is certainly so. 
Q.-8uppose the Government when putting on the 4 annas put it in the­

shape of an increase in the royalty so far as the Government land is con­
cerned? 



144 

A.-There would be no objection so far as Government collieries were con­
-cerned. In thjs province there are hardly any collieries in Government 
land. 

Q.-It ~eemed to me that it was in your power to raise the royalties and 
"llO other Government could have said anything. 
. A.-I have not seen the proposal of the Bihar and Orissa Government. 
•loyalties on minerals cannot be increased by the Local Government. 

Q.-0£ course, the other Governments were asked what their opinion was 
.and they said naturally that it was an Imperial asset and it should not 
be taken by the Local Government. You can get leave to change the royalty 
-with the sanction of the Secretary of State? 

A.-Yes. 
Q.--Can you change it during the term of the lease? 
A.-No. 
Q.-You then tell us about your proposal on the Coal Committee regard­

ing compulsory weighment. Has any progress been made in the matter 
.since? 

A.-I have not visited the coalfields since, but I should think it was very 
unlikely. 

Q.--Could you give us an idea of the action taken on the report of the 
.Committee? 

A.-The proposals were not accepted. I believe the expense was found 
prohibitive, especially as the slump occurred shortly after the Committee 
submitted its report. 

Q.-In the Government mines, have you any provision for economical 
.exploitation? 

A.-No. There is no one in this country who corresponds to the " land­
lord's agent " at home. The duty of the Inspectors of Mines is only to 
look after the safety of the miners. 

Q.-May we come to question No. 4? You say that there is a complaint 
_generally about the cost of settlement under present conditions. How is 
the cost of settlement fixed between the Government, the landholder and the 
tenant? What is the share of each? 

A.-I believe they vary, but I do not remember the shares. 
Q.-The Act provides that the Local Government may fix the shares 

between the landholder and the tenant? 
A.-I think so. 
Q.-But the Government actually pays its share as an act of grace? 

. A.-Yes: I think so. A share used to be paid by the Government ot 
India. e 

Q.-With regard to question No. 9, you say that landholders " find it 
more difficult and expensive to collect their rents, since the tenants have 
oecome more independent and often withhold payment: in consequence their 
legal expenses have greatly increased." Is there a tendency for this to go 
on increasing? 

A.-It looks as if it would, but of course I cannot prophesy. There is 
trouble in Champaran on this account, and there was special trouble in Orissa 
in 192"2. The non-co-operation movement is still going on and these people 
.are putting the tenants against the landholders. 

Q.-Anything in the shape of a campaign of that sort would create a 
.serious difficulty to the landholder? 

A.-Yes. 
Q.-What is the process of settling the kluu mahaU? 
A.-Under the Tenancy Acts. 
Q.-You settle the rents? 
A.-Yes. 
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Q.-But you take a share of that? 
A.-The whole rent is Government's: I consider the rates are very 

lenient. 
Q.-Much lower than in raiyatwari areas? 
A.-I have no experience of the raiyatwari provinces. Thc,y are mucJJ 

lower in Government estates than in zamindari areas : I can cite a village in 
Gaya eight annas share of which is held by Government, the rents in which are 
much lower than in the other eight annas. 

Q.-Everywhere the tenants are considerably better off than they were 
before the war on account of the rise of prices? 

A.-Yes: on account of the rise in the price of grain. · 
Q.-Then you say that a large amount of income-tax ought to be collec~ed 

from Indian merchants including money-lenders, grain dealers n.nd bamas, 
but you cannot get at it. 

A.-Yes: that is my experience. 
Q.-Is it possible to get at that by something in the shape of a license 

tax, which was in vogue under the old Income-tax Act? 
A.-I do not know how it would work. 
Q.-You do not ascertain a man's income. You know that it is below 

a certain amount and you take a fixed amount-something like t.lle profession 
tax. 

A.-Perhaps it might be tried. 
Q.-Would not your chaukidari tax give you a guide? 
A.-No. The maximum of chaukidari tax is only Rs. 12 a year. 
Q.-All you would have to do is to examine the people who pay the 

maximum chaukidari tax. 
A.-But the books are very rough and they are prepared by the village 

people themselves. I do not think any results would be obtained. The 
.assessments are made by the panchayats. 

Q.-The panchayats would know then. 
A.-But they will have their own friends, relations and so on: they would 

not give true figures. 
Q.-With regard to labouring classes, you say "their expenses are few 

.and their wages have been enhanced out of proportion to their wants ". 
A.-I was thinking especially of the labourers in the coalfields. 
Q.-But the agricultural labourer is still badly off? 
A.-No: he is much better off than he used to be. 
Q.-Does not he still get two annas in some parts? 
A.-No: I do not think so. He gets four to six annas. 
D1·. Pamnipye. Q.-We were told by a planter yesterday that the daily 

wages of the labourer were two annas a day. • 
A.-Probably he gets something extra from the factory or he would not 

·w01·k at this rate. 
The President. Q.-You conclude your answer by saying that the 

European pays far more than his share. You have not attempted to work 
out any figure showing what proportion of the whole each of these classes 
pay. Have you? 

A.-No. 
Q.-In answer to question No. 96, you say "the essence of a tax is the 

absence of a direct quid pro quo between the tax-payer and the public author­
'ity ". We just heard Professor Hamilton who won't have that portion of 
the definition. 

A.-I don't pretend to much knowledge of Political Economy since it is 
30 years since I seriously studied the subject, but after reading what you 
·show me that Professor Hamilton says in his evidence, I should say ·that, t 
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do not agree with him. He seems to me to use the word " rent " in a 
secondary or sort- of bastard sense. 

Q.-There is nothing very much in issue "because vou say a land tax and 
land revenue are the samll. . • 

A.-Yes. I am quoting Fawcett's opinion. He says the land in India 
belongs to the State and we simply stepped into the shoes of the Moghul 
Emperors. 

Q.-If Government is the owner of the land, then how is land revenue a 
taxP 

A.-The term is land tax. Fawcett says a land tax and land revenue ar& 
the same. 

Q.-;-In answer to question No. 97, you say that tbe landlords' abwabs have 
been greatly reduced. Can you tell us what they are? 

A.-They are demands made by the landlords in addition to the rent. 
They are most common where the rents paid by the tenants to the landlords 
are very small. Sometimes a contribution towards irrigation is exacted, 
even when there is no irrigation provided, presents are exacted on the 
occasion of a marriage in the landlord's family, on the birth of a child, visits 
of the landlord and so on. In one district I heard of a tax called 
" hawaii '' levied for the upkeep of the zamindar's motor car. 

Q.-These correspond to what they call cesses in the United Provinces. 

A.-I do not know. They are illegal, but when the sums are small and 
customary, e.g., on the occasion of a marriage, the people generally do not 
mind paying. Where they are carried to excess, it becomes extortion. 

Q.-What is salami? Is it like nazarana in the United Provinces? 
A.-It is the payment of a lump sum down, generally when a settlement is­

made and the rate of rent is often reduced in consequence, e.g., instead of 
settling land at Rs. 10 per acre a landlord might take so many hundred rupees­
down and settle it at R!. 5 per acre. 

Q.-Do they take premium in lieu of showing enhancement of rentP 
A.-Not as a rule. Salami is generally paid because a tenant wants, e.g., 

land, minerals or a forest from a landlord. It is only when a lease expires 
that a landlord could exact salami instead of enhancing rents. 

Q.-You refer to their taking 25 per cent if the tenant sells his occu­
pancy right. 

A.-This is the mutation fee prescribed by law in Orissa. In Bihar ther& 
is a dispute going on as to wh11t mutation fee should be prescribed in th& 
Bengal Tenancy Act. 

Q.-Have not local bodies power to tax local markets? 
A.-I think the municipalities in the province have no power to MX exist. 

ing markets. I know of several municipalities where it was found n •t worth 
wliile to open municipal markets because private markets existed. 

Q.-You could not impose license fees. 
A . .,-Not under the present law, except for new markets. 
Q.-Wnen the Sara bridge was being built, Government found tl"'mselve~ 

unable to put up a market for the benefit of the coolies because the landlord,. 
had a right to establish shops. 

A.-I never heard of the case. 
Q.-You refer to Act XI of 1859 and say that there is no official tyranny 

and extortion. Under the same question you refer to the cost of collection 
of land revenue as ·72 as given by the Board. 

A.-Yes. 
Q.-Mr. Dain gives us a reference to an estimate by the Board which he 

puts as 1·57. 
. A.-I ha>e no knowledge of Yr. Dain's reference to the Board. The per­
centage depends on how the calculation is made. My estimate excludea the 
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.the cost of a few tauzi, accounts and treasury clerks. 

Q.-Mr. Dain says his estimate was prepared by the Board. 
A..-It was not shown to me. My estimate was prepared on the date I 

myself stated. · 
Q.-You say "In Government estates the cost of collection is between 10 

and 12 per cent. It is o~ly .in places like .the Kolhan in Singh~hum where 
:the Manki and the Gaontm Is allowed a high percentage that It comes to 
:20 or 25 per cent". Who is the GaontiaP 

A..-A Gaontia is a sort of tahsildar, though in Sambalpur he is very like 
·a zamindar. He is a sort of middleman and is allowed 25 per cent of the 
<Collection of land revenue : he has certain public duties to perform in addi­
tion. It is, I believe, a Central Provinces system. In Singhbhum the Manki 
.collects rents in much the same way, but his duties are different: he is among 
other things a Police officer. The aborigines under the Mankis are assessed as 
llightly as possible. 

Q.-We never met Gaontias in the Central Provinces. 
A.-There are Gaontias in some of the surrounding. Feudatory States, 

·e.g., Patna, Kalahandi and Sirguja. There are middlemen akin to Gaontias 
in all the Feudatory States but they have different names in different States. 

Q.-In answer to question No. 99, you say you don't follow why inequality 
should be avoided. In the raiyatwari provinces the settlement is based on 
•Commutation rates which are based on the prices of the last 20 non-famine 
years. 

A..-I have no knowledge of raiyatwari provinces·. 
Q.-Is there no charge made on mutations at present? Do you register 

:them all? 
A.-They are only registered by zamindars. 
•Q.-You keep no registry of tenancy. 
A.-A register is only kept by landlords. These are prescribed registers 

for Government estates, in which mutations are entered. They vary in 
.accuracy. 

Q.-Otherwise the record-of-rights in zamindari areas is written once in 
thirty years. 

A..-Yes, a revision settlement is generally made after 20 or 30 years. An 
,attempt was made in Orissa to maintain the record-of-rights up to date by a 
separat~ establishment for mutations, but it was a failure. In Government 
.estates the record is kept fairly well corrected up to date. 

Q.-What is the Batwara Act? 
A..-The Estates Partition Act. 
Q.-You would raise the limit? 
A.-Yes, there is a sort of geometrical progression. An estate gets split 

up again and again, and Government gets nothing except more trouble all 
·round and more uneconomic holdings. 

Q.-You don't charge any fee for partition? 
A. .-There are partition funds and the estates pay for the cost of partition 

but t!J,ey do not pay for the Collector's time. ' 
Q.-Does not land inside municipalities that is not used for agricultural 

purposes escape taxation P 
A..-I think there is a small land revenue realized from all land within a 

municipality. 
Q.-That is a class of property that might well be taxed. 

. A.-I .do not know how Gover~":nt ~ould get the money from extra taxa­
twu: this would go to the mun1c1pahty. The municipality obtains the 
house tax. 

Q.-That is very light, only 7l per cent. 
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A.-Yes. 
Q.-Landlords have secured very much unearned income on house 

property. 
A.-Yes. 
Q.-8o there is considerable scope for taxai;ion. 
A.-Yes. · 

Q.-The question of ascertaining the comparative incidence of land 
revenue is very difficult. Could one ascertain the pitch of competitive rents 
from the registers of sub-registration offices? 

A.-Possibly, but I doubt it. Many fictitious documents are registered, 
e.g., for purposes like land acquisition, where no consideration money p.e.'!Ses. 
Fabulous sums are sometimes entered in these cases in order to get more from 
Government. 

Q.-Would not the leases registered in the ordinary course of business 
help us? 

A.-Yes, I think so. 
Q.-You say this is an inauspicious time to levy tax on minerals. We 

are not suggesting anything for immediate· action. The report may serve 
as a general book of reference on the whole question of taxation to Govern­
ment in future. 

A.-I understand. 
Q.-You would regard the royalties paid to the zamindars as an unearned 

income and a fair object for considerable taxation? 
A.-Yes. Before I was on the Coalfields Committee I was under the 

impression that the matter had been decided long ago, and was not open 
to · question. 

Q.-Granting that you are not going back on your previous declarations, 
could you not at the same time say that this is a fair· subject of taxation and 
that you will have to legislate specially for that? 

A.-Yes. I think Government should obtain at least a share in the royal­
ties of the zamindars. 

Q.-Would you practically take back the administration of the cess and 
give the District Boards a share P 

A.-No. Up to 1913 one cess was levied, half of which went to the 
District Board as road cess and half to the provincial revenues as Public 
Works cess. I suggest that Gove=ent should take back the Public Works 
cess. 

Q.-The present position is rather anomalous. 
A.-Yes. 
Q.-Is it not a misnomer to call it a cess? It really is a tax that ought 

to be levied by Government. 
A.-It seems correct to call it a cess because it is levied for expenditure 

in the district on roads, hospitals, schools, etc., not for the general purposes 
of Government. 

Q.-in the Central Provinces they attempted to deal with a similar problem 
by converting a colliery area into a special district. 

A.-I have no knowledge. 
Q.-You say that at the present rate the income from the cess will be far 

greater than the District Boards can spend. · 
A.-Yes unless you raise the standard of the colliery districts enor­

mously abo~e the standard observed in other districts. I maintain also that 
the present District Boards are incapable of spending the money properly. 

Q.-Have you no power to reduce the rate? 
A.-The District Board has the power but will never exercise it: it. 

always imposes cess at the maxinmm rate. 
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Q.-The District Boards can reduce the rate if they want to. . 
A.-Yes. 
Q.-You say in your memorandum that the question of the assessment on 

collieries to local cess is now receiving the attention of the Bihar and Orissa 
Government the late Commissioner of Chota N agpur having twice raised 
the question' that a cess on despatches should be substituted for the ~>ess 011 

profits. The Deputy Commissioner estimates this cess at six annas a tou; how. 
does he arrive at this? 

A.-It is partly arrived at by estimating what it would cost the Railways 
if they did not supply their own coal. 

Q.-He calculates the cess on profits on coal at six annas a ton. 
A.-Yes: it is a higher rate than what had previously been estimated, but 

this was four annas a ton. There was correspondence for several years before 
the Government of India decided that Railway collieries must pay cess to a 
District Board. 

Q.-Now that the East Indian Railway has become Government property, 
they would become exempt again? · 

A.-I have not studied the point. 
Q.-On the last page of your written statement you say that the proposal 

of the Deputy Commissioner, Hazaribagh, with regard to mica was to 
impose a tax on output combined with a tax on royalties. Can you give us 
.any more details about the proposal? 

A.-He has not worked it out. At present the Government estate con­
tainiug mica is let out in squares on a dead rent of Rs. 1-8 an acre, which 
is much too low. The Deputy Commissioner has since proposed to raise the 
a:ate to Rs. 5. Everything connected with mica is extremely difficult on 
.account of the enormous amount of theft prevalent everywhere. For this 
reason it is probably impossible to put a tax on output, and a tax <>n royalties 
would be equally difficult. 

13th March 1925. 

PATNA. 

PRESENT: 

Sir CHARLES ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir PERCY THoMPsoN, K.B.E., C.B. 
Dr. R. P. PARANJPYE. 

W1r. H. T. S. FORREST, I.C.S., Commissioner, Orissa Division, 
was examined. 

Written memorandum of Mr. Forrest. 
Q. 106.-I have not been able to understand how this classification would 

.apply to Indian conditions. In this province and in Bengal the services 
performed by local authorities are as follows :-

District Boards. 
(1) Obligatory-

A. Pounds. 
B. Education. 
C. Medical. 
D. Public Works. 
E. Sanitation. 
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(2) Ovtional-
F. Vaccination. 
G. Censl!.E. 
H. Famine Relief. 
I. Miscellaneous [main ite~ (a) Veterinary, (b) Agricultural). 

Municipalities. • 

(1) The conservancy of the town (public and private). 
(2) The construction and maintenance of roads and streets. 
(3) The lighting of roads and streets. 
(4) The maintenance of a drainage system. 
(5) The provision of filtered water and the control of private sources-

of water-supply. 
(6) The construction of bridges, drains and municipal buildings. 
(7) The maintenance of public markets. 
(8) The inspection of private markets and the food-supply generally. 
til) The registration of births and deaths. 

(10) The entire or partial maintenance of a force of Town Police. 
(11) The advancement of education. 
(12) The maintenance of hospitals and dispensaries. -
(13) The taking of measures for dealing with plague and other epidemics_ 
(14) The maintenance of a staff of public vaccinators. 
(15) The prevention of fires and the maintenance of a fire-brigade. 
(16) The regulation of the building of houses and huts, 
(17) The opening up of crowded and insanitary areas. 
(18) The maintenance of pounds and ferries. 
(19) The maintenance of public burial-grounds and burning ghats. 

N.B.-The obligatory duties, "as "far as the municipal .fund permits," 
are--

" To cause roads, bridges, tanks, ghats, wells, channels, drains, latrines. 
and urinals, being the property of the Commissioners, to be· 
maintained and repaired, and the municipality to be cleansed." 

The remaining duties on the list are optional. 
Owing to the difficulty I have mentioned in the first sentence above, I 

am unable to reply to the second part of the question. 
Q. 107.-(1) Yes. (2) No. 
Q. 108.-I have no experience of octroi, but the other two taxes mentioned~ 

viz., house and land tax, and land ce55, seem to me to be satisfactory from an·. 
economic point of view. There is also the practical reason (which carries. 
special weight in India) that people have become accustomed to them. I do 
not recommend that either of these taxes should be discontinued. 

Qs. 109 and 110.-I have no experience of the octroi tax. This tax is not. 
in force in Bengal or Bihar and Orissa. 

Q. 111.-I hold strong views on this point. In municipalities where toll­
bars are more or less under the eye of authority, there may possibly be some 
excuse for the toll system. But I am of the opinion that, in the " mofussil," 
the system exercises an injurious effect on the carrying trade of the country 
wholly disproportionate to the amount of revenue it brings in. The payment 
of the actual tolls is a small matter. What is really serious is the opportuni­
ties the system gives to (a) the holding up of the traffic by lazy and irrespon­
sible toll-keepers, and (b) the levying of illegal exactions from ignorant and 
helpless cartmen and others. 

•See pages 36 and rrT of "The Indian Municipality." 



151 

Q. 112.-(a) In my opinion, yes. In the case of the land cesz, the historical 
grounds ~tre specially strong. 

(b) I do not quite understand this question. If it means, "Is any in­
-crease in the landlord's share of the house or land tax or the land ce~s 
automatically shifted on to the occupier," I should be inclined to reply m 
the negative. 

Q. 113.-I approve of these limitations on th~ power of Dist~·ict Boards 
-and Municipalities in the two provinces with whiCh I am ac9-uamted. T~e 
local bodies constituted by the. new .Acts (w~ich hav~ come. mto. for?e th~s 
year only) are, in my opinion, unfit to be given a wider discretiOn 111 this 
matter. 

I have already observed many signs that the almost complet~ freein~ of 
these bodies from external financial control is going to result ll1 a senous 
waste of public money. 

There is no compensating internal check, or steadying influence, such as 
is -provided in England by Town Clerks and Clerks of District Councils, and 
by the quasi-permanent officials in charge of departments. M.nnicipal.ll;nd 
District Board servants of every grade have· now been placed m a positiOn 
·of absolute dependence on the votes of the majority of the Committee. 

Q. 114.-I cannot give the exact amount, but in practice only persons in 
-very indigent circumstances-beggars, widows, etc.-were exempted. No 
able-bodied person was exempted. I think that this policy is a sound one. 

Q. 115.-In my opinion the chief defect in the existing law with regard 
to the " assessment " provisions in respect of municipalities is that it does 
not secure an honest valuation. I have discussed this point at length in 
" The Indian Municipality," pages 163-172, where I have given my reasons 
for recommending that the law should be altered so as to provide that " in 
municipalities where taxation is based on rental values, the valuation being 
subject to periodical revision, this revision should be made by the revenue 
authorities of the district, the Commissioners having no concern with it what­
.-ever.'' 

Q. 116.-No experience. 
Q. 117.-In this province the grants-in-aid made by Government to local 

bodies constitute from 30 to 40 per cent of their incomes. In my opinion 
o6Uch grants should be 'earmarked.' I am unable to suggest any general 
formula for calculating the amounts of such subsidies. 

I am of the opinion that the present arrangements under which muni­
.cipalities borrow money for permanent improvements are inadequate: I 
~hink that the financial assistance given by Government to local bodies might 
111 a large measure take the form of writing off the loss incurred in giving 
easier borrowing terms. This point is discussed on pages 172--176 of "The 
Jndian Municipality," where I have given my reasons for recommending that 
" the rate of interest charged by the Local Government on loans taken by 
nmnicip~lities for expenditure on ' permanent improvements ' should be 
ll'educed, and the period of "repayment extended.'' 

Q. 118.-I would say that outside the capital "towns such a stimulus is 
practically non-existent in the case of sanitation,* very slight as regards road­
maintenance and fairly strong as regards education. 

Mr. Forest gave oral evidence as follows:-

The Pte.rident. 
ment in Europe? 

Q.-I understand you made a study of local self-govern-

A.-I did in 1909-1910. 
war developments. · 

But I have not kept myself in touch with post-· 

*Vide "The Indian Municipality," pages 161-163. 



152 

. Q.-You mention the pressure of taxation on the European. Have you 
tned m find out the actual amount of tax paid by Europeans on u. normat 
family budget P 

A.-No, I have not had a normal budget to work on. 
Q.-With regard to Question 106, you do not think the classification int(} 

onerous and beneficial to be applicable to Indian conditions. 
A.-I have tried to apply it; but I ha\·e not found that it fits in. 
Q.-Taki?-g mun_icipalities can~ot you regll;rd ~he provision of water supply 

as a benefimal serVIce and educatiOn and samtat10n as onerous services p 
:i!.-Yes. But in some of the SE'rvices rendered, for instance conservancy 

it seems to me to be difficult to distinguish the onerous from the bene: 
ficial. 

Q.-They may be considered as both. 
A.-That was my point. 
Q.-Would you not say as regards the beneficial service that the measure 

of payment ought to be the extent to which the tax-payer utilises that 
service? 

A.-Yes. That is theoretically correct. My point is that I am unable 
to distinguish between the two kinds in practice. 

Q.-Take for instance the water ·rate. Is not that measured roughly by 
the quantity of water you take. 

A.-In India it is not. The water rate is introduced by wnrds. One ward 
may have the water rate and another ward may not. 

Q.-Because there is no water there. 
A.-They get water from the stand pipes. Where people get water in 

their own houses they get more advantage from the water supply. 
Sir Percy Thompson. Q.-And they are charged accordingly. 
A.-I do not think it is so. A large portion of the population has to 

get its supply from stand pipe~. These stand pipes and connections are 
not given over the whole of the ward. 

Q.-If a municipality starts a water supply, roughly speaking, it _charges 
the rates proportionately to the supply. 

A.-But only very few houses are given house connections. 
Q.-Is that so in this province? 
A.-I am speaking of Howrah which is a very advanc@d municipality. The 

water supply was very small-6 to 7 gallons per head. Water connections 
were not given freely. 

Q.-Are they given in Calcutta generally? 
A.-In Calcutta it is different. They have a liberal filtered and unfiltered 

water supply. In Howrah we had merely a filtered water supply which 
provided 6 or 7 gallons per head and we found that house connections led 
to a great deal of waste. Therefore connections were not freely given and 
there were constant complaints from house owners on this score. The control 
was exercised by the regulation of the diameter of the pipe according to 
the tax paid. 

Q.-Will the municipalities prefer to have octroi rather than to impose 
house tax, profession tax and the like? 

A.-I have no experience of octroi, but I think Indians prefer indirect 
taxes. . . 

Q.-In Europe, are not local bodies compelled to impose certam dtrect 
taxes by law? 

A.-I do not think so. French municipalities get 35 per cent of their 
income from octroi and another 35 per cent from "centimes additionels" 
calculated on the state and department taxes. 

Q.-The "centime additional" is obligatory? 
A.-Yes, but the rate is not. They base their local taxes on the state 

taxes. Each municipality fixes its own rates as far as I remember. 
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Q.-If a local authority wants more money it would have to raise it by­
means of some specified tax which is controlled by the Central Governmen.t. 

A.-No. They can raise their rates. I am afraid, however, my notes on 
this point are not up to date. 

Q.-You say octroi itself is a bad tax. 
A.-Yes. I should say that, but I have no personal experience of the· 

working of the tax. 
Q.-Assuming that it is a bad tax, would you allow the Central or Pro­

vincial Government to intervene to raise the house tax? 
A.-This is a "transferred subject" mit here; and since the Reforms if a 

local officer writes to the Government criticizing a policy that he considers­
wrong, Government usually says, " The opinion of the local body must prevail. 
They must learn by their own mistakes." Therefore I think it would bE~; 
difficult for the Government to force through such a change by legislation. 
There would be the political difficulty. 

Q.-That does not affect us. 
A.-I am afraid I am lookin~ at the matter from the point of view of 

the practical administrator. 
Q.-Should we advise the Ministers of the future that house tax should' 

be obligator;v and the other taxes should be optional? 
A.-There are many practical objections to the rate of house tax being­

increased. I think it ought to be supplemented by something like a local 
income-tax. 

Q.-There is the difficulty of assessment and collection, because wherever: 
you have anything like a local income-tax, as on circumstances. and property, 
the complaint is that it is unequally assessed. 

A.-You cannot assess it fairly. 
Q.-I wish to know whether you can suggest any machinery to do the locaf 

income-tax work. 
A.-Just as the Land Acquisition machinery might be utilised for purposes. 

of valuation in connection with the holding tax, the assessmf)nt of the local 
income-tax might be taken up by the Income-tax Department. 

Q.-The local bodies would very strongly resent it. 
A.-It is done in the case of the District Boards, who do not object to the 

assessment and collection of the cess by Government. 
The President. Q.-You have got a provision in the Act by which the· 

Local Government has power to direct municipalities to appoint an assessing 
officer . 

.9 .-Yes, but they don't use it. I never have been able to understand' 
why the municipalities should make so much fuss about making its own. 
valuation and assessment when the District Boards accept the valuati(}n 
made by the Collector. 

Sir Percy Thompson. Q.-In the one case it is made for revenue purposes. 

A.-The settlement department fixes the rents. Revaluation of cess ie-
d(}ne once in four or five years or longer intervals. . 

Q.-It is an ad hoc valuati(}n for cess. 

A.-Yes. A special officer is appointed by Government. 

Dr. Paranipye. Q.-Does the local body pay of the officer? 
.A.-No. 
Sir Percy Thompson. Q.-In Orissa which is temporarily settled is cesS' 

levied on the land revenue? ' 

A.-The actu~llaD;d settlement is supposed to take place once in 30 years . 
. ~he cess valuation Is at more frequent intervals. When you have r&­
settlement it does away with the need fot" revaluation, though this procedure i!" 
not always followed. 
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The Presiden-t. Q.-Section 113 of Act 7 of 1922 lays down that if it 
appAArS to the Lo~Al Go>ernment that an assessment made by any muni­
cipality, commissioner or assessor under Section 37 is insufficient or inequitable 
the Local Government may direct the revision or amendment of the assess­
ment. ' 

A.-I know of no case in which that was done. In the old days under 
the old Act, municipalities used to ask for Sub-Deputy Collectors to assess 
illeir house tax. 

Q.-In tbe otber provinces we were told tbey would not think of doing 
tJJ.at. 

A.-Wben the District Boards accept valuation by a Go>ernment officer, 
I do not see wby th.e Municipalities should not do the same. 

Q.-In the case of the District Board the whole of the taxation is imposed 
oy tbe GoO"ernment? 

A.-Yes. 
Q.-In .J'OUT experience in Europe, did you not find that these functions 

were performed by permanent Government officials? In Marseilles I found 
that the Director of Octroi was appointed from }>aris. The municipal 
councils ha-d no control of any sort over the collections. 

A.-In el"ery municipality there is a double system. There is a Receiver, 
appointed by t-he Government and the Mayor. A double set of aocounill is 
maintained, one by tbe Governm~nt officer who has to receive all the pay­
ments and sanct-ioru; the expenditure, and the other by the Mayor who keeps 
his own accounts. The i;wo sets of accounts are checked one against the 
vtber. , 

Q.-Both are independent of the locally elected body. 
A.-The Receiver is appointed by the central authority and the Mayor is 

Also a semi public officer. 
Q.-The Mayor is not elected? 
A.-He is elected but his election must be approved by Government. 
Q.-The Receiver is under the Prefect? 
A.-Yes. 
Q.-PracticaJly all the ma-chinery of collection is managed by the Prefect? 
A.-Yes. He "1\orb under the general supervision of the Court of 

Accounts. 
Q.-The ]!ayor is tbe chairman of tbe local body? 
A.-Yes. He appoints nve or six heads of departments and these heads 

$erl"e him as a sort of Oabinet Oouncil.-
Q.-Is there any such thing in Europe as the assessment of tax by the 

e1eeted members of the local bodies? 
A.-All of them are elected. 
Q.-Do they make their own assessment themselves. Or do they employ 

()fficials for the purpose? 
A.-I do not remember precisely. The rate of octroi is fixed by the 

.COuncil, as also the "centimes additionels" on the state taxes. ~ey only 
fix the rate. Besides these two sources of revenue tliey have specral assess­
ments or prestmi.ons. The collection and assessment is under the Receiver. 

Q.-Are appeals decided by the members of the local bodies? 

A.-I do not think so in ihe Continent, 
Sir Percy Thompson.-In England it goes to the appeals committee, whe3!1 

decision is finaL 
Q.-In Bengal you bave an appeals committee? 
A.-Yes; it is appointed by the CounciL 
Q.-In Bengal and Bihar is p~<n"ision for police as one of the duties of 

't.he municipalities? 
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A.-They provide a certain portion of the. expenses of th;e. town police •. 
At any rate they used to do so. I have been away from mumc1pal work for· 
eight or nine years . 

. Q.-At one time the chowkidari tax was a municipal tax? 
A.-Yes. The town police had a separate uniform and a separate town· 

inspector and the municipality paid a portion of the expenditure. 
Q.-You are against tolls? 
A.-Yes. The bodies created under the new Acts are reverting to the· 

system of putting tolls on bridges. 
Sir Percy Thompson. Q.-In your answer to Question 112, surely the 

owner does not get the benefit of any amenities that are supplied. It is the­
inhabitants of the district who get the ·benefit. 

A.-I£ you have temporary settlements any amenities or extra profit .that 
the agriculturist may derive will lead to a corresponding rise in his rent. 

Q.-You don't charge the owner in any case in England. 
A.-The rate here is generally low. 
Q.-If you double the amount of the cess you intensify the objection that 

it is the owner who pays, although the benefit of increased amenities would' 
go to the occupier. 

A..-In the first instance. 
Q.-I£ the owner pays, can he shift it to the tenant? 

A.-It would not be automatically shifted in cases where the demand for· 
land and houses has diminished. As for land tax, it will depend upon the 
system in force. The landlord would eventually under the system of tem­
porary settlement get some por-tion of the benefit. I mean the landlord 
would get the benefit ultimately. If you make a road, or a feeder road 
for the railway he will be able to settle his lands at higher rates and also 
find applicants for his unsettled waste lands, At the next settlement .he 
would get the benefit of this. The lai\dlord must automatically benefit if 
his tenants generally benefit. 

Q.-Actually your cess is a great deal heavier than in temporarily settled' 
areas? 

A.-It is an anna in the rupee on the rent. It is very low because the· 
valuation does not really represent the value of the land. 

Q.-As compared with the United Provinces where the percentage of the 
revenue is half the rent, your cess is heavier, is it not? 

A.-Our revenue in the permanently-settled areas of the province does 
not bear any relation to the value of the land .. 

Q.-Your cess is based on the rent, and in the United Provinces it is­
based on half the rent. Therefore your cess will be twice as much as in the· 
United Provinces. You take one anna on the whole rent but they take· 
only on half the rent? 

A.J-That is so. 
Q.-S~pposing the Di.strict ~o?.rd sinks a well in a village situated on the 

to~ of. a ~Ill where there IS sca;~Ity of w:ater .. ~eople used to pay Rs. f5 a year· 
fo1 cauymg water, and the utility provided IS Just worth Rs. 5 a year m consi-· 
~eration of the health and.comforu h .gives. Here the value of the utility is· 
JUSt worth the money that Is spent on It. It only adds to the amenities of the 
occupier, and yet you make the owner pay half of it? How can the owner get. 
any benefit? 

A.-The landlord gets an ultimate benefit. If the well is sunk where there· 
was no water before, the value of tho land will increase and with it the rent. 

. Q.-8upposing they do, let us tal;-e it that the value of the drinking water 
IS put do~n at ~s. ? a year to everybody, and if the tenant pays Rs. 5 for 
the amemty which 1s worth Rs. 5 how can the landlord charge any more­
rent? 
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;A.-In that ca~e certainly; he. could n!lt charge it. I w;as thinking mainly 
-11f Improvements m communications, which are the most Important improve­
ments. 

The President. Q.-People in the village on the top of the hill can ·only 
-get water from th.e bottom and they had to spend money for bringing water • 
from there. But If they are supplied water on the hill itself they save that 
Rs. 5 a month? ' 

A.-Yes. 
Sir Percy Thompson. Q.-My point is that the owner does not get any 

.benefit out of the beneficial expenditure unless the service costs less than the 
value of the beneficial service. 

A.-The people who live in that village would be more comfortable and 
.more people would take up houses. Thus the landlord would get more tenants 
and more rent. 

Q.-Take that village as a unit of taxation. They have saved Rs. 5 which 
it cost them to go down for water to the bottom, and they are taxed 

.again Rs. 5 for providing water-works. The value of the service before 
was Rs. 5 and in order to provide that service, Rs. 5 is taken out of taxation . 
. I suggest that nobody would give a penny more for houses in that village. 

A.-I admit that, if all the monoy came from that particular village. 

Q.-lf that village is not a unit of taxation other villagers and owners 
of those other villages are being taxed for amenities from which they get no 
.benefit. Why should you make the owners in the other villages pay? 

A.-The general tax-payer is not identical with the general cess-payer. 
'l'he money for new improvements, comes partly from the general revenues. 
It does not come wholly from the District Board's own l'esources. 

Q.-If the general tax-payer chooses to give 30 or 40 per cent of the income 
·to the local bodies, would you say that Rs. 2-0-0 out of Rs. 5 is paid by the 
_general tax-payer as distinct from.the land cess payer? 

A.-It is a fact that in my province 30 or 40 per cent. comes from the 
general tax-payer. Therefore a percentage of money spent on improvements 
·of the kind mentioned is paid by the general tax-payer. 

Q.-What about the other 70 per cent. which is paid by the owners of 
property who do not benefit? It is fundamentally wrong to put your charge 
on the owner. Provided what you are charging is not a tax but a payment 
for services rendered. 

A.-In Bihar the land revenue is fixed. The landlord is paying the same 
amount as he did during the ti,;c ot Lord Cornwallis. Therefore there is 

·some reason for imposing cess on him. · 
Q.-That would be proper if you were raising money for general purposes 

and not for local rates. What yon "Je doing now is purely a makeshift. 
A.-I admit that on theoretical grounds you are right, but my practical 

point is that the landlord in a permanently-settled district is very much 
·und'lr-taxed. in comparison with an English landlord. 

Q.-Now take the landlord in a temporarily-settled area, why should he 
-eon tribute? 

A.-In this case the matter becomes more controversial and I am not 
prepared to give an opinion. 

Dr. Paranjpye. Q.-Is not the reason that India did not contemplate 
.ever having an absentee l:mdlord? The absentee landlord is a modern in­
novation. 

A.-In many districts in Bihar there ~re almost as many landlords as ryots 
.owing to the sub-division of holdings. The landlord here is not like the 
.English landlord. . 

Sir Percy Thompson. Q.-The local body might say we don't think that 
landlords pay sufficient in the way of imperial taxes and therefore we will 
make all the rates payable by the landlords in our district and not b.:t' the 
~ultivators. Surely you must separate central and local finances entirely. 
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If you think that central taxation is not sufficient by all means raise it, 
but there is no reason why you should make a wrong · incidence of local 
taxation? 

A.-Does it not tend to make the general tax-payer and local tax-payer 
the same, where 40 per cent. of local revenue comes from the general taxes 
in the form of Government grants? 

The P1·esident. Q.-Is it not the fact that ceases up to 1913 were taken 
half by Government and half by local bodies? Local services, for instance, 
roads, were maintained by Local Governments. 

A.-It was so. The maintaining of roads was an incident of the land­
'lord's tenure. It was commuted and Government in 1913 handed over the 
public works cess to the local bodies. 

Q.-With reference to the roads maintained by the District Boards, they 
.are distinguished from those maintained by the Municipalities? 

A.-Yes. Then you have the big provincial roads with which the Dis­
·trict Boards and Municipalities have nothing to do. The provincial roads 
are maintained by the Government from its general reve11;ues. 

Sir Percy Thompson. Q,-If you have a cess which goes to the general 
revenues, there is much more reason to argue that it is a breach of the 
permanent settlement? 

A.-It was considered so. A great cry was made when the cess w~s 
imposed and the landlords said that it was a breach of the permanent 
settlement. 

The President. Q.-You say that the local bodies are unfit to be given 
a wider discretion. Is there any danger of local bodies imposing too much 
taxation? 

A.-I do not think so,-rather the reverse. 
Q.-Supposing they did, would the ratepayers stop them? 
A.-I do not think so. 
Q.-My point is if the municipality begins to push its taxes to an unduly 

high pitch, those responsible would not secure re-election. 
A.-I th.ink they would not be re-elected. My point is that the~ 

t~hould not be given any more money from any source until they can exerci.o.e 
better control over their expenditure. 

Q.-You say that the Municipal and District Board servants of eve17· 
grade have now been placed in n position of absolute dependence on th.a 
votes of the majority of the Committee. It is contrary to your reading of 
the principles adopted in most democratic countries. 

A.-Yes. I have seen in the last six months since the new Act has 
come into force, the influence of the District Engineer over 'his subordinates 
has gone. He is afraid to punish his subordinates or his contractors. The 
members of these new bodies treat the staff as if they were their own servants. 
By the by, there is one thing to !>" ~aid also. I should like to mention with 
regard to section 114 of the Act. What I have found in practice is that these 
exemption sections also press rather hardly on people who live in their own 
houses. Very often you see a member of a decayed family who finds it very 
difficult to pay taxes on the rental value of the house. I think the Council 
should be given power to exempt up to 50 per cent. in such cases. You 
should not force the man to let his house. 

Q.-You have got a section in the new Act which serves your purpose 
I think. It reads thus: "Vlhenever from the circumstances of the case 
the levy of a tax on any holding in the municipality would be productive of 
excessive hardship to the person liable to pay the same, the Commissioner" 
at a meeting may reduce the amount payable on account of such holdintt 
or may remit the same." 

A.-It servE's the purpose to some extent, but it V. better if you specifically 
make a rule allowing the exemption limit. 

F 
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Sir Percy Thompson. Q.-I think the whole of the funds of the District 
Boards are raised from land, in what way does the ordinary trader or 
shopkeeper contribute? 

A.-I don't think the trader or shopkeeper contributes anything speci-
fically to the Dist.rict Board. 

Q.-Why should he not pay? 
A.-I do not know. 
Q.-Would you favour the idea of raising a local income-tax on him? 
A.-Who would be the assessing authority? 
Q.-Preferably somebody nominated by the Provincial Government, other­

wise a committee of the District Board. 

A.-I think it is a possible scheme. I think that many Indians feel that 
such persons ought to be taxed. 

Q.-Is not the chowkidari tax an apportioned police rate? In the villages 
it is levied by a panchayat and it is levied on the principle of apportionment, 
so that it is a sort of police rate ? 

A.-Yes. It is the only form of direct tax in the mofussil. 

. Q.-Does it not resemble the haisyat tax in the Punjab, the profession tax 
levied in Madras, the tax on circumstances and property levied by the 
District Boards in the United Provinces and the thathameda or capitation 
tax in Burma? 

A.-But in the chowkidari tax there is a limit. Also the number of 
chowkidars is determined by the population of the ...-illage. 

Q.-Would you compare it to the personnel mobilier in France? It is a 
combination of a poll tax and a tax on propF.rty at a very low rate. 

A.-I have no experience of these taxes. Generally Indian opinion is 
that the maha.jan or the shopkeeper does not pay his due share of local 
taxation. 

Q.-Would it be fair to exempt the landlord from the chowkidari tax and 
levy it on the non-agriculturists? I mean to say in order to adjust the bur­
den more fairly between the landowner and the mahajan or non-agriculturist, 
would it be fair to exempt the landowner from chowkidari tax as he is 
.:"-empted in the Punjab? 

A.-I am afraid I cannot give you an opinion on this point. 
Q.-How do yon propose grants in aid at lower rates of interest? 
A .. -I mean at lower rates of interest than they can get in the market. 

The interest. charged by the Government on expenditure for permanent 
improvements should be reduced, and at the same time the period of re-
payment should . be extended. . 

Q.-You propose that Government should borrow at 6 per cent. and lend at 
3 per cent? 

A.-Yes. 
The President. Q.-That would be a disguised subsidy. 
A.-Yes. 
Q.-Would it not be simpler to the Government to give a direct loan for 

the improvement? 
A.-That would be the best way, but perhaps Government would not have 

sufficient money at its disposal to m:.lre a direct lump grant. 
Si-r Percy Thompson. Q.-That would in effect be an annual subsidy by 

Government towards a permanent improvement. 
A.-Yes. 
Q.-Would they retain more control if they gave an annual grant? If 

they say "we will lend you this money at 3 per cent.", the control of 
provincial authorities would be gone, but if they give yqu a sum each year 
equal to the difference between 3 per cent. and 6 per cent. and said they 
were going to see that the work was properly carried out and maintained, 
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they would have some leverage for control, whereas if they· s-imply lent 
the money at 3 per cent., they would have no control. 

A..-You anticipate a deterioration of t_he pe~manent improve:men~ .. My 
definition of " permanent improvement " IS an Improvement whiCh IS kept 
up to its full original efficiency as in the case of a railway bridge, for 
instance. 

Q.-Take for instance a bridge erected by a municipal~ty;, t~at. has to' pe 
maintained and Government have much more leverage m msistmg. on Its 
being maintained properly if it is giving an annual grant than if it had 
simply lent money and was getting 3 per cent. · 

A..-Quite so. But something should be done to encourage municipalities 
to apply for permanent· improvements in cases in which they pay a large 
share themselves. . 

The President. Q.-The procedure adopted. in most places is to give 
them half grant and half loan. · 

A..-Yes; If Government have as much money to give as Rs. 50,000 on 
an improvement costing a lakh of rupees, so much the better. The present 
terms given to the municipalities by Government are hard. 

Q.-You are surely giving sometimes loans even for 60 years. 
A..-The ordinary municipal improvement loan is for a term of 15 or 20 

years. 
Q:-on page 106 of your book "the Indian Municipality" you say that a 

porsonal tax has always been regarded as being suited only to municipalities 
in a ve1·y elementary stage of development. 

A. . .:._That is the case in this province and in Bengal. It is an alternative 
to the holding tax. In some small municipalities you do not have a holding 
tax; you have a personal tax only. · · 

Q.-Don't you approve of the principle of the profession tax?· 
.-1.-But it is applicable to any municipality, i.e., to one who follows the 

holding rate system or to one who follows the personal tax system. My 
remarks about the personal tax referred to is considered simply as an 
alternative to the holding rate tax. 

Q.-Have you a profession tax? 
A..,-No. 
Q.-Would you not approve that as a system of taxation? 
d.-lt would not bring in a very large amount of money, I think. 
Sir Percy Thompson. Q.-It is like a tax on circumstances and propert,1. 
A..-Yes. 
Q.-In profession tax, certain professions pay at certain rates. When 

you come up to the top rates, it is practically an income-tax; that is so in. 
Madras. 

A..-I am not familiar with the case of Madras. My remarks were mad~> 
only with reference to the personal tax as an alternati¥e to the holding rate. 

Q.-You quote Collier's Manual to show that whatever may be the rate 
fixed the principle of assessment should be that of apportionment. W~uld 
that apply to profession tax? 

A..-I was not considering the· profession tax. 
Q.-You say that the holding rate should ordinarily be from one to two 

per cent below the legal maximum. If you have a legal maximum at 
I i per cent, you can hardly afford t.o keep it below that. 

A..-I think that on general principles you ought to keep a margin. 
When I wrote the words there was a legal maximum in force. 

Q.-You would not allow them the discretion to increase it? 
A.-I would, if the control over expenditure was better than it is now. 

But I think money is being wasted at present, because there is no machinery 
for controlling expenditure. 

F2 
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The President. Q.-As regards lighting rate, you contemplate that being 
run at a loss, the deficit being made up out of general revenues. 

A • .;_I do not see why it should not be done; I think it is vecy necessary 
15 or 16 years ago it was very difficult to get a municipality to put in ligh~ 
at all. 

Q.-You refer to lighting rate for the public streetsP 

A.-Yes, it is very difficult to get municipalities to light their streets. 
Q.-Have you power to tax private markets? • 
A.-Yes. 
Q.-Is that employed? · 
A.-Yes. 
Q.-Can a District Board tax a private market? 
:4.-No, there is no special ·market tax. 
Q.-The landlord who owns a market makes a considerable income. 
A.-That is so. 
Q.-Have you power to enforce sanitary and other regulations? 
A.-No. 
Q.-Would it not be desirable that you should have power to control the 

erection of a market and tax it heavilyP 
Dr. Pamn.jpye. Q.-or levy a ]jcense fee for a market? 
A.-A market often consists of ouly a few sheds erected in a waste place. 
The. President. Q.-The market is a publio function. The sheds should 

be erected on sanitary principles and clean latrines should be provided. If 
you take a fee from everybody who brings produce for sale, your ;District 
Board could very well run them as a business conc~rn. 

A.-The landlord gets small fees from the vendors. But generally, thare 
is no such thing as even a wall round the markets. 

Q.-Wbat is done in some parts of India is to give the landlord an 
alternative of putting his market in proper order or taxing him out of 
existence and putting up a District Board market which complies with the 
sanitary necessities. Some Boards make very large revenue out of market&. 
Sometimes they use part of the money for making roads leading to the 
markets • 

.. 4..-They may do it under the Village Administration Act recently 
introduced. At present we don't do it here. 

Q.-Would not markets be a suitable item for taxation? 
A.-I am not prepared to say that, because of practical difficulties. The 

huts that are erected are not generally worth anything. Ordinarily the 
mofussil markets only meet once a week, and if you go and see the place 
on a non-market day, it is merely a collection of ramshackle huts. 

Q.-ls it not fair that District Boards should take over the control of 
markets? It is a public service. 

A.-The markets are not permanent; they may be in one place to-day~ 
somewhere elsP. the next day .. 

Sir Percy Thompson. Q.-8uppose the landlord says that he has a big 
piece of vacant land and people can go there to expose their wares by paying 
Rs. 2 each. You can say this is a market and charge a license fee? 

A.-Often the landlord does not provide even huts. 
Q.-That is why the District Board should have power to tax him. 

:A. rule should be enacted that a place where a certain number of persons 
assemble on certain days is to be regarded as a market and no market 
should be allowed to be continued except under a license from the Board. 

A.-The landlord might say that he has no power to prevent people from· 
assembling on his waste land. · 
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The President. Q.-You make a good deal of money out of pounds?. 

A..-Yes. 
Q.-That is a public service. You are making some profit out of it, 

A..-Yes, a small profit. 
Q.-Ought not that to be earmarked and the .proceeds spent in building 

more pounds? 
A..-1 suppose theoretically that is correct. But it would be rather difficult 

to know what the expenses of pounds are, because there is no special agency 
for inspecting them. There is no regular service for looking after pounds. 
The local Police officer usually looks after them. 

Q.-In other words, the District Board ·does nothing. 

A..-That is so. 
Q.-And t.he handing over of the Rnrphts proceeds of the Pound Fund 

is a disguised subsidy to the District Board. 
A..-I suppose that is so. The Government provides an inspecting agency 

in the form of the local Police officer. · 
Q.-The District Board merely pretends that it is administering the 

pounds, but they are only making money out of them. As a matter of fact 
they do nothing. The profits derived from pounds ought to go to improving 
the service. 

A..-1 suppose that if a pound had to be repaired, the District Board 
would provide money out of its funds. 

Q.-Would it not be much more satisfactory to have the Pound Fund kept 
separately and utilized for the upkeep and improvement of pounds? 

A..-I have not considered this point, 

Q.-Have you. considered the other taxes in the Scheduled Taxes Rules, 
say a tax on rental values? 

A..-1 have not considered them. 
Q.-Does not non-agricultural land which secures an enormous incr.ement· 

in rent in or near cities escape taxation? 
A..-In England they do not tax vacant plots of land. 

Sir Percy Thompson. Q.-A pure waste plot which might have a con· 
sidemble capital value has no annual value. 

A..-In America they tax such land on its capital value. 
The President. Q.-1 understand you have just had a surcharge provision 

passed. \Von't that tend to tighte·n things up very much and to improve the 
administration of taxesP 

A.-It does not deal with extravaaant administration. One of tlie first 
~cts of one of the new Boards in my division was to put up the public 
works rates by 40 per ·cent. 

Dr. Paranjpye. Q.-The contractors get more? 
A..-The extra money goes into the contractors' pockets in the fir.vt 

instance. 
The President. Q.-You mentioned that, if the Commissioners fail to 

present their bills for taxes within six months of the date on which they 
become due, they can onlv recover by regular suit. 

A.-They very rarely do that. 
Q.-Under the surcharge provision if, through negligence of that sort, 

they allow taxes to lapse, can you make them pay? 
A.-I doubt very much if that could be clone under the present Bill­

t think it is only wilful negligence or illegality that is surcharged. Besides 
the final decision does not rest with the Audit Department; the local body has 
n right of appenl on grounds of equity to the Minister. 
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Q.-Is the Audit Department subordinate to the Minister? 

A.:._No; we have had a special clause inserted giving power to the 
Governor of the Pro~ce to appoint an authority to hear appeals against 
the oz:der of the Exannner of Local Accounta on the ground of equity. The 
~a~er of. Local .Account.'! would be the head of the Account.'! Department 
m ~~ part1culsr mstance. He would give an entirely legal and technical 
deCision an~ that would be appealable on grounds of equity to an authority 
to. be appomted by the Governor; and the present Governor has given his 
pnvate assurance that that authority would be the Minister for Local s~lf­
Government. 

Mr. J. A. HUBBACK. LC.S, Director of Land Records and 
Surveys, Bihar and Orissa, was next examin~d. 

Written memorarnlum of Mr .. Hubback. 

Q. 1.-Paragraph 4 of annexure A (a) General is incorre"ct. There has been 
an accurate survey on the 16"=1 mile scale of nearly the whole of Bihar and 
Orissa and in the course of that survey the area under the principal crops in 
the year of survey was ascertained. It is true that the yearly estimate of 
are~ sown is based in the first instance on figures supplied by the village 
policemen to the police stations. But the estimate of each district is examined 
by the Collector or Deputy Commissioner against the areas ascertained during 
the cadastral survey, and allowances made for the character of the season 
and subsequent changes in cropping. The Director of Agriculture reviews 
the district estimates on the basis of his own knowledge and the resulting 
figures for the province may be taken as very reasonably accurate. 

I consider that the estimate of the nonnal outturn is not very reliable. 
It is ultimately based on crop cutting experiment.'!. Under existing orders 
t:hese are carried out by selection of fields supposed to yield the average crop 
of the season for the tract concerned. The officers employed on the work 
have no special training and there is no way by which they can ever tell 
;;hetiuir their selection has been even approximately correct. They seldom, 
;;i ever, make allowance for fields sown or planted with a crop, which are not 
worth harvesting, a factor which is of great importance in the case of rice in 
years of short rainfall. Experiment.'! are as a rule made in the height of the 
main rice harvest, and poor crops from early ripening paddy are left out of 
account. The present estimates in Bihar and Orissa do, I believe, make 
allowance for these factors, but it is impossible to say whether the allowance 
is a sound correction or not. The estimate of the crop ·of the year is correctly 
stated to be the purest guess work. The general tendency is to understate. 
In a bad year district officers frequently report the crop at less than half the 
nonnal, but few put the crop in a favourable year at much above. the nonnal. 
As a result the average over a long period is usually about 80 per cent of the 
nonnal. The Director of Agriculture makes some allowance for this tendency, 
but it is impossible to say whether the result is accurate. 

Q. £.-The estimates of agricultural income suffer from the fact that they 
are ultimately based on estimates of yield, and these are not reliable. Another 
element of uncertainty is the price taken. Both Mr. Findlay Shirras and 
Professor Shah and Mr. Khambata take wholesale prices at large markets as 
the basis for food crop values. This evidently includes in the national income 
the earnings of the collector and transporter of such commodities. I· can'!ot 
at present see why the earnings of those who market should not als_!> be In­

cluded, i.e., why retail prices should not be taken. (A note of warnmg may 
be sounded against comparison of statistics of agricultural income as a J?art 
of the national income, and statistics of the value of gross produce reqUired 
for detennining what proportion of it is paid as rent. or r~venue. I_n the 
latter case it is usual to take a much lower figure for pnce, ~:tz., the pnce on 
the threshing floor.) There is evidently a conflict of opinion between the 
two authors regarding the income derived from straw, etc., and from cattle. 
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There are a number of other points that require to be threshed out dispassion­
ately, before much weight of argument can be placed on any of these estimates. 

Q: ..j.-I believe that statistics of the yield of the principal crops in India 
could be very greatly improved at comparatively small expense. The main 
thing to do is to get rid of the personal equation as far as possible, and to 
substitute random sampling on a sufficiently large scale to secure a high pro­
bability of accuracy within definite ma.rgins of error. As a first step to this 
I organised during the last rice harvest a system of sampling in three widely 
separated tracts of the province, which has given me some 4,000 samples. 
These supply some indication of the way in· which rice yield varies from one 
small patch to another. When a law (in the scientific sense) of variation has 
been established with reasonable certainty, it should be possible to decide what 
number of samples and what distribution of them in time and space is required 
to secure the required degree of accuracy for an estimate of the mean yield. 
The enquiry is only at its beginning, but it seems to me probable that the cost 
of obtaining year by year a sound estimate of .the rice yield of Bihar l!'~d Orissa 
would not exceed Rs. 25,000. I have me~ w1th absolutely no oppos1t10n from· 
the cult'ivators to the system of sampling adopted, which takes away a mere 
trifle of grain from the individual field. Consequently legislation would be 
unnecessary. The plan, I am working on, would secure an estimate of the 
mean yield of the year, and after a number of years .would give a good figure 
for the average mean yield. The futile term" normal crop" would disappear. 

Q. B.-Speaking with regard to the Bihar and Orissa Settlement Reports, 
they afford material for an estimate of the economic condition of agricul­
turists, though the discussions of the material in the individual reports vary 
in value. It should be possible with these to estimate roughly the incidence 
of taxation, but there will still remain the uncertainty arising from untrust­
worthy estimates of crop yields. There is a great need for further enquiries 
into the expenditure of the average agriculturist. 

Q. 88.-In theory I am in favour of the removal of the exemption from 
income-tax of income derived from agriculture. 

It is defende~ mainly on the ground that the a_griculturists already pay a 
very large tax, m the shape of land revenue and m some cases were given a 
promise which they interpret as meaning that additional taxation would never 
be imposed upon them. I do not agree with the former statement but discuss 
it in reply to question No. 96. So long as no distinction is made between un-· 
earned and earned income I see no good reason for drawing the distinction 
proposed in the question. 

The value on the threshing floor of the gross yield of an acre of cultivated 
land in Bihar and Orissa does not on the average exceed Rs. 30 and is most 
probably well below that figure. It is not easy to say off-hand what allowance 
wou)d b? fair fo': the cost of pr?d~ction. F.or example, in the case of a rayat 
cultn•atmg by Ius own labour 1t 1s a questwn whether his own wages should 
be deducted. But it is probable that the allowance would be somewhere near 
Rs. 10. Thus the taxable incom~ would prol)ably be not greater than Rs. 20 
an acre, and consequently to brmg a person actually farming his own land 
under assessment, he would have to hold at least 100 acres. The number of 
such persons in Bihar and Orissa is absolutely insignificant. In two out of the 
three principal Ten_ancy Acts of the province _there is a statutory presumption 
that a person holdmg more than 33! ac_res IS a tenur~-holder, i.e., a person 
who holds land for the purpose of collectmg rents. It 1s generally found that 
in fact tenancies in ~xcess of this limit are to a large extent sublet, and the 
great bulk of tenancies are of far smaller areas. Even if the value of agri­
cultura) prod_uc': ~vas es~imated at wholes~le prices at large markets, in Bihar 
an~ ~nssa, hab1hty to 1~come-tax accordmg to the present Act would, in my 
opllllO!l, be fo_r all practiCal purposes confined to persons whose main ag:ricul­
:ural mcome IS rent. 

. Q._ 89.-J presum~ the in_tention of the writer of the extract is to consider 
the Yl~ld _from aJ?plymg the 1.ncome-tax law. to ag;icultural. incomes, preserving 
~he ex1stmg lumt of. exemptwn, a~d allowmg fmr deductwns to arrive at net 
meome from gross mcome. I estimate for Bihar and Orissa on that basis. 
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For the reasons given in the preceding paragraph, I ignore agricultural in• 
comes other than those of landlords. 

In appendix XVII of the Saran Revision Settlement Report a statrment 
showing land revenue and landlords' assets for the Bihar districts is given. I 
am not sure that each and every figure could be fully justified, but taken as a 
whole they are probably accurate enough for the present purpose. (I have 
taken Purnea figures at Rs. 32,00,000 for cash rent and the rest for value of 
produce rents and farmed land.) The total for the ten districts is 4,12 lakhs 
in ·cash rents and 2,98 lakhs in produce rents and profits from farmed land, 
i.e., land entered in the record of rights as in the cultivation of the landlord. 
As a matter of fact the greater part of this is really sublet. The figures vary 
in date from about 1898 to 1918. The increase in cash rents will have been 
insignificant, but the other figure should probably be raised by at least 74 
lakhs by reason of the rise in prices, which have about doubled since 1898. I 
should thus put the gross assets of landlords in these ten districts at 7,84 lakhs. 
From this I should deduct cost of collection 78 lakhs, land revenue 1,10 lakhs, 
local cess paid by landlords at 4 per cent on assets, 31lakhs, or 2,19 lakhs in all 
leaving the assessable income at 5,65 Jakhs. Possibly some further deduction 
should be made on the ground that the assets include the assets of tenure­
holders and from that part of the assets an allowance would be made for rents 
paid by them to their superior landlords. This and other minor adjustments 
might bring the figure down to 5,50 Jakhs. 

For the other parts of the province the estimate is not so easy. The gross 
landlords' assets of the temporarily-settled estates of the three Orissa coast 
districts were put in 1910 at 55 lakhs, but land revenue is 21 lakhs. The assets 
are much undervalued in respect of farmed land. On the whole I should put 
the taxable income at 30 lakhs, but the present settlement operations will 
increase it. The permanently-settled and revenue-free properties might con­
tribute another 10 Jakhs. The district of Angul is a Government estate and 
there are hardly any landowners of any•description who would be assessable. 
Sambalpur will not contribute more than 1 lakh, as rents are extraordinarily 

·low and incomes much more level than elsewhere. Thus Orissa might contri­
bute 41 Jakhs in all, or possibly 50 lakhs by increase of assets since the figures 
quoted were collected. Of the Chota Nagpur districts, Hazaribagh was stated 
by Mr. Sifton to yield, in about 1912, a gross income to landlords of 32 lakhs. 
Land revenue is about 1 lakh and cess probably about the same. After allow­
ing for cost of collection and increase of assets since 1912 the contribution 
may be taken at 30 lakhs. Ranchi cash rentals are about two-thirds of those 
of Hazaribagh, and as a rough estimate its contribution may be put at 20 
lakhs. For Palamau Mr. Bridge, in about 1918, put the gross income of land­
lords at 26! lakhs. Land revenue and cess would reduce this to 25 lakhs and 
cost of collection to 22 Jakhs. Prices are still about what they were in 1918. 
Hence 22 lakhs might be taken as the taxable· income of Palamau. Singh­
bhum is largely Government .estate and rents are low in the zatnindari areas. 
Perhaps 2 lakhs might come from there. The Survey and Settlement of 
Manbhum has not been entirely completed. The rents are somewhat high ancl 
though the district is considerably smaller than Ranchi or Hazaribagh it is 
fairly fully cultivated. It will probably contribute 25 lakhs. Thus the con­
tribution of Chota Nagpur would be 99lakhs. J have omitted Santa] Parganas 
from the Bihar districts. This contains a large Government estate and in the 
zamindari tracts rents are low. It might yield 5 lakhs. 

Thus the total assessable income of landlords for the whole province may 
be taken at 5 55 lakhs for Bihar, 50 lakhs for Orissa and 99 lakhs for Chota 
Nagpur, or rdughly 7 crores in all. It has next to be considered at ":hat r\'-te 
the assessment would be made. This of course depends on the way m whwh 
the total income is distributed among the potential assessees, and is a point on 
which I have no statistics. But the major portion of landlords' assets goes 
into the pockets of a comparatively few persons in the districts of Champaran, 
Saran, Darbhanga, Monghyr, Bhagalpur, Purnea, Santa! Parganas, Shahabnd 
and Gaya of Bihar districts, as it does in Ranchi and Manbhum. In Muzaffar­
pur Patna Hazaribagh and Palamau although wealthy landlords are com­
mo~, they do not hold nearly as large 'a proportion of the district, as in the 
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districts enumerated above. This is also the case in the Orissa coast districts. 
The remaining districts have several wealthy landlords but will not contribute 
largely to the assessable income. I believe that at least half the assessable 
income is held by persons, whose assessable income would be Rs. 50,000 or 
more~ and on this ground I would estimate the average rate of assessment at 
10 per cent according to the Jaw for ordinary incomes. Thus the taxation of 
agriculturai incomes in Bihar and Orissa would, in my opinion, yield some­
thing like 70 lakhs. About half of this sum would be leviable from some dozen 
to twenty proprietors. I cannot speak with any kind of confidence about 
other provinces but I have the impression that large landlords, who would 
be liable to pay a high percentage on income, are much more prominent in 
Bihar and Orissa than elsewhere, although possibly the gross agricultural 
income in some other provinces is higher. This impression leads me to doubt 
whether anything like 16 to 20 crores would be realized. I should put 10 
crores as an outside figure. 

While I have stated that I a.m 1n theory in favour of a.n increased tax on 
agricultural incomes, and I consider that it would much more easily be assessed 
and collected than the present income-tax, I wish to add a. few remarks on the 
advisability of its imposition. 'l'here is no kind of doubt that za.minda.rs in a 
permanently-settled province hold most strongly that they were secured for 
ever against such an imposition by the terms of the Permanent Settlement 
Regulation. However much the accumulation of considerable wealth in the 
hands of a comparatively few persons may offend against modern views of 
social justice, the fact remains that the accumulation exists and has resulted 
from a. policy, which has persisted for upwards of a century. To disturb that 
policy lightly and with undue harshness is unlikely to contribute to the ulti­
mate advantage of the State. It seems wise to consider, whether it is really 
just to impose at once and in full the rates, now payable on other forms of 
income, upon agricultural income. I suggest that a gradual working up to, 
the full assessment would be more equitable and that some substantial exemp­
tion should be provided for estates which have changed hands within the last 
few years. 

Q. 40.-The Indian limit is of course far above the subsistence cost of 
living, which I would put at not more than Rs. 150 for a family. I do not 
consider that the rules regarding land revenue have anything to do with the 

_question, as I explain below under question No. 96. If the cost of assessment 
and collection would not be unduly high, I should support a reduction of the 
limit to Rs. 1,000, with a lowering of the rate say 1 per cent for the incomes 
so included. As I have endeavoured to show above, I do not think even that· 
would affect persons actually farming their land, should agricultural income 
be brought under the Act. 

Q. 69.-It would be possible to frame a definition of taxation sQ as to 
include land revenue or to exclude it. Dealing first with raiyatwari tracts 
land revenue is assessed at comparatively long intervals on a consideration 
of a number of factors, which may be broadly summarized thus:-

(i) .the estimated value of the yield of the land, and the changes in 
that value, which have been brought about otherwise than by 
improvement by the settlement holder, 

(ii) the general economic condition of people, 
(iii) the existing assessment. 

The nearest approach to land revenue among existing forms of taxation is 
undoubtedly t4_e income-tax. Apart from the fact that the latter is as a 
rule, assessed annually, which is not a very material divergence it i~ clear 
that it differs from land revenue in that- ' 

(i) no consideration is given to the efforts of the incoine-tax payer to 
create more wealth, in fact he is definitely discouraged from 
doing so by a sliding scale of rates; 

\it) the economic condition of groups of tax-payers is not taken into 
account; 

(iii) no regard is paid to the assessment of previous years. 
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Coming to the zamindari tracts, the process is first to settle " fair rents" 
for the actual cultivators of the soil, taking into consideration the same factors 
as ~efore and then to calculate the assets of the zamindars including therein 
theu profits from land under their own cultivation and other sources besides 
the rents so settled. The assets are then divided between the State and the 
zamindar in varying proportion, in deciding which the previous assessment, 
the effect of the proposed assessment on the zamindar's net income and in 
some cases the past conduct of the znmindnr's familv are concerned It is 
open to t~e zamindar to decline the new settlement, upon which he is ~ntitled 
to a portron of the calculated income from the estate. 

Historically, land revenue in India has generally been taken to be a rent 
and not a tax, the land being the property of the State and let out either to 
cultivators or to others. In the former case the revenue was paid into the 
treasury direct; in the latter rent was paid to the landholder, who paid it to 
th~ t~easury after deducting an allowance for collection or enjoyed the whole 
of 1t m return for other services rendered to the State. In both cases there 
was on the opening of new land a power in the hands of the State to select 
the person to enjoy the land, and, though the right to continue to enjoy subject 
to punctual payment of the demand has been recognised in theory from time 
immemorial in the case of the actual cultivator, there was till 150 years ago 
little recognition of the same right in the case of the intermediary. 

It might be argued that land revenue is a payment for the supply to the 
cultivator of the principal capital from which he gets his living. Against 
this it may be replied that State did not create the land, and cannot in justice 
sell·the right to use it. It is an admittedly difficult point, but I still incline 
to the view that the State had at least created the right to hold the land and 
has directly or indirectly selected the person, who enjoys that right, and from 
him as part of the contract demands a payment for that enjoyment. In no 
other case as far as I know, is a payment called a tax where the payer gets 
a quid pro quo and has been in the first instance selected as the recipient 
thereof and has accepted his position by actual or implied contract. Although 
it is no doubt right to include land revenue in the account, when considering 
what proportion of the national income is absorbed in State requirements, 
I doubt if there is justification in treating it as a tax when considering the 
relative burden on different classes of the community. It is of course justifi­
able to consider its incidence on the agricultural part of the community in 
different geographical areas. 

It is hardly necessary to say that though I hold that land revenue is rent, 
I would be the last person in the world to desire to see it even approximately 
true economic rent. 

Q. 97.-In Bihar and Orissa the prosperity of the cultivator is certainly 
not affected largely by the land tax or, as I would prefer to say, the land 
revenue demand. Where he pays it direct he seldom pays more than 10 per 
cent of the net income, valuing the produce on the threshing floor, after 
deducting the cost of cultivation including the wages of himself and his 
family as labourers. The exception is Palamau where he pays about 20 per 
cent. In temporarjly-settled znmindari tracts he seldom pays more than 15 
per cent of the net income. In permanently-settled districts the incidence of 
land revenue is nowhere more than 4 per cent of the threshing floor value of 
the gross produce, and in many districts it is 1 per cent or less. In Hazari­
bagh and Palamau zamindari tracts wh!'re the cultivator is more depressed 

.than anywhere else the incidence is scarcely more than a half per cent. But 
of course in zamindari tracts the cultivator has to pay a great Ileal more t~an 
the land revenue. Even if he had to pay 100 per cent above the amount wh1eh 
finds its way into the public treasury he would in the great majority of cases be 
better off than he is. It is in fact the rent he has to pay and not that part 
of it which goes on as revenue that presses on his resources in a considerable 
part of the province. Thus in Palamau zamindari tracts he pays a full 20 
per cent of the gross produce as re~t and in. Gaya, where produce rents are 
p·revalent, over 25 per cent. I comnder that 1~ some tracts s~ch as these the 
pressure of rent affects the prosperity of the cu!tlvator very senously.. Another 
principal cause affecting it is the fragmentatiOn of holdmgs, to wh1eh I shall 
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refer again in answer to question No. 101. But by far the most i~port~:rit 
factor is his. fecundity which constantly tends to absorb the margm whwh 
extension of cultivation and rise in prices supply. 

Q. 98.-Accepting, which I do not, the proposition that land revenue is a 
tax, I demur to the criticisms of the system as a whole. Assessment does not 
ignore the ability to pay, since at resettlement the existing assessment and 
the ease with which it has been collected is invariably considered, as well as 
the general economic condition of the people. The assessments have a greater 
element of certainty than income-tax or customs which are liable to annual 
changes, whereas land revenue is hardly ever revised, except at periods of at 
least 20 years. I can only speak of Bihar and Orissa. In the permanently. 
settled areas the only method of enforcing payment is by threat of sale of thu 
estate, and in the vast majority of cases the revenue is paid in due time, anil 
even where it is not, a very smal! proportion of estates is actually sold. In . 
temporarily-settled zamindari tracts the same statement holds good as regards 
collection. Resettlement causes some harassment at intervals of 20 or 30 
years, but the statement quoted is a gross exaggeration. In raiyatwari tracts 
the assessment is paid regularly with far less harassment than in rent collec 
tion by landlords, and coercive measures are seldom required. The times o! 
payment have been fixed after long experience and it is very seldom that any 
objection to them is raised. 

In ordinary raiyatwari tracts the cost of coHection is about 8 per cent, to 
which may perhaps be added about 2 per cent for the cost of periodical revi­
sions. In Santhal Parganas the headmen get in all 10 per cent of the collec 
tiona. lh Sambalpur the " gaontia," who is something intermediate between 
a headman :md a tenureholder gets 25 per cent. In both these cases ana 
elsewhere, the ::eadman does a great deal of petty administrative work besidef 
rent collection, and contributes largely to the peace and contentment of th; 
tract. This is not a part of the functions of the ordinary tax-collector i.; 
other countries. Of course if the author of these criticisms was considering 
the rents paid by cultivators as taxation, and the difference betwee~ thesf 
rents and the ultimate receipts of land revenue in temporarily and per­
manently-settled tracts as the cost of collection, his dictum is, for Bihar and 
Orissa, a wide understatement. · 

Q. 100.-The limit for income-tax is evidently not the subsistence level, 
otherwise clerks on Rs. 30 a month, to say nothing of servants on Rs. 10, could 
not be obtained. The point is hardly worth arguing. It would be exceed­
ingly difficult for a revenue officer to apply a limit, which was set low enough 
to include among the tax-payers a proportipn of the actual cultivators. The' 
keep no accounts, and thus the only fair way would be to estimate the value 
of the yield from the holding. This would be largely guess work super 
imposed on an exceedingly elaborate classification of land, which is alread, 
an expensive feature in the settlement system of some provinces. In Biha.t 
and Orissa as a rule exemption from land revenue given to the actual culti· 
vator whose income was below a certain limit, would merely mean a· com')a~. 
tively trifling deduction from the rent and the question would r~main, whethet 
the total deduction should be carried on up to the proprietor, who in the greai 
majority of cases would have no good ground for claiming it on the analog) 
of income-tax legislation. On the other hand, if in addition to land revenue 
income-tax with the present limit were imposed on agricultural incomes, thert 
would not be great difficulty in deciding what incomes should be exempted 
This is so because the great bulk of incomes round about or above the limit 
are derived from rents of which accounts are obtainable; No doubt false 
accounts would be put forward, but as landlords usually are at pains. to 
exaggerate their demands in order to convince Courts trying rent suits, the 
danger to the revenue would not be great. Discrimination in favour of ~mall 
holdings would certainly have some tendency to induce further fractionisation. 

Q. 101.-There is already a statutory payment (not to the State but tt. 
the landlord) of one-fourth of the purchase money on transfer of whole or 
part holdings in the temporarily-settled estates of the Orissa coast districts. 
S_om~ payment, but not as a -rule as much, is taken by landlords in the Bihar 
d1stncts. Transfer of holdings both in whole or part is frequent in spite 
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of such _payment;;, and I doubt wheth~r a tax would ha>e any effect. It would, 
of ~ourse, be pmd by the •endor ultimately, and he does not sell unless he is 
obliged ~o. It must al~ ~ r~membered that transfer of holdings does not 
necessarily lead to fr~cbornsabon, as_ the holding transferred may go into the 
ha~ds of a ~an who IS already a cult~>ator and bring his total area up to the 
pomt where It may be more economically worked. 

Q. 102.-I woul_d ~rt~inly not apply the principle to waste land newly 
bro~ht under an 1rr1gat!on scheme. Such land not only requires the water 
but. In man~ cases a considerable amount of labour to bring it into full culti­
vatiOn. It IS _reasonable t? allow the_ land to become the private property of 
the first occupiers, but subject to a suitable revenue charge liable to >ariation 
after a substantial period. ' 

Q. 1q.5.-The first method is obviously unfair between provinces where the 
proportiOn of non-agriculturists is different. Land re>enue incidence with 
~he impact falls exclusively on the agriculturists, since the cultivator, on an 
mcrease of assessment, cannot get it back from the consumer because the 
price is fixed by competition with other suppliers, whose settle:nent has not 
bee~ re>ised simultaneously. .Again the landlord can only pass on to the 
culth-ator the part of an extra assessment that is prescribed in the process of 
rent settlement, and cannot pass on the rest to the general consumer. It is 
mu_ch more reasonable to divide total land re>enue by total agricultural popu­
lation. That method, however, ignores the differences that may exist in the 
a>erage productivity of the land of different provinces. The second plan is 
equally defecti•e in that respect, and both that and subsequent plans ignore 
the pressure of population on the soil, which is a factor to be considered. 
The third would fail, unless the principles of calculating soil units are practi­
cally the same in different provinces, and would permit no comparison with 
Bengal or Bihar and Orissa except a very rough one. The fourth method, I 
take it, means adding to the rents paid by tenants an estimate of the annual 
value of land in direct occupation by proprietors. It assumes that the rent 
paid is a fair measure of the productivity of the land, which is certainly un­
true in Bihar and Orissa. It has the advantage in this province of following 
the method of assessment to local cess, which simplifies its statistical treat­
ment, but that method, though convenient for assessment purposes, is not 
logical. The fifth method, except for the defect of ignoring pressure of popu­
lation, is fair, provided the statistics of yield and price are reliable, which 
I do not think is at present a safe assumption. The basis of net produce is 
theoretically preferable to that of gross produce, but the calculation of a>erage 
cost of production introduces a fresh element of uncertainty. 

I would prefer a comparison with the true economic rent of the land, and 
belie>e it would be possible to frame one for Bihar and Orissa from a consi .. 
deration of the prices paid for occupancy rights and for proprietary rights. 
In some parts of the province, however, occupancy right!! are not transfer­
able e>en with the consent of the landlord and hence there a separate estimate 
would be necessary. .Another difficulty would be the calculation of t"l:te value 
of intermediary rights, where subinfeudation is prevalent. Still on ~he whole 
the results would give a figure for the all-in value of the land, which would 
be based on less doubtful figures than those for yield and price at central 
markets. 

E>en this method would ignore the pressure of population on the occupied 
land and this I believe to be an essential element. Obviously if large areas 
are held by single individuals the total sacrifice is far less for a ~i•<;n. State 
demand than if the land is split up among a very large number of mdiVIduals. 
Thus strictly speaking not only the average income derived from ~he la_nd by 
the individual arnculturist should be considered, but also. the d1spers1?n of 
the income about the a>erage. But it is likely to be very difficult to e;;timate 
tbe second factor.. While I think that both total income, and ave~age mcome, 
and if possible distribution of income from land should be taken mto account 
when considering the incidence of land re>enue, I cannot suggest any sound 
tormnla for a comparison between pro.inces. 

Q. 105.-The question was considered recently by the G<»ernment of ~ihar 
aud Orissa but I believe the proposal to levy a tax on coal was Legatlved. 
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The surrender or-the State property in mines over a large part of the province 
to private proprietors was a grievous mistake, and the imposition. of income­
tax on private royalties and company profits does not in any suffiClent degree 
make up for the loss of revenue so occasioned. ':!'he State should certainly 
have a larger share in the profits derived from wasting assets, so that some 
part of them can be put back into capital in the shape of communications and 
-other works of permanent public utility. It may, however, be pointed out 
that in Bihar and Orissa local taxation is imposed on mining profits, in the 
shape of the local cess, as well as, in the coal area, contributions towards the 
[ocal Board of Health and the Water Board. All the same there is ~till room 
for national taxation. The incidence would, in normal times though possibly 
not at the present moment, be passed on to the consumer. In so far as the 
-consumer, who would be mainly Indian, had to pay, it would tend towa~ds .a 
desirable economy in use, and where the producer had to pay temporar1l;y: 1t 
would tend to economy in production charges. In both cases the wastmg 
assets wo)lld be conserved. In Bihar .and Orissa the only minerals, which at 
present would bring in an appreciable revenue, are coal and iron ore of which 
the former is vastly the most important. I recommend a moderate tax on 
despatches 'by rail. 

Q. 120 (vi).-In Bihar and Orissa the abolition of land revenue would mean 
a large present to a comparatively small number of persons, of whom most 
·already enjoy substantial advantages by reason of the permanent settlement. 
It will be well nigh if not absolutely impossible to pass on the concession to the 
actual cultivator by reduction of rent, as there is no means, except in tempor­
arily settled areas, of judging how much of the existing rent is really land 
revenue. On the other hand, Sir Ganga Ram's proposed produce tax would 
fall either on the cultivator or on the general consumer, and these classes 
would bear a burden, which at present falls in this province on people for 
the most part far more capable of bearing it. The tax would be levied in 
Bihar and Orissa principally on rice; and, though it would in normal times 
not seriously affect the areas that are self-supporting ·in that commodity, 
since the movements would not be by rail, it would press with particular seve­
rity on a tract, where the crop. had failed, and rail-borne imports became 
necessary. In general. it would tend to encourage· uneconomical I!leans of 
transport, and to increase fluctuations of prices. 

Q. 121.-Generally I agree. It is true that a tax on tobacco will not be 
based on the ability to pay, as a very large number of people with small 
incomes consume. In fact the agricultural labourer usually gets part of his 
wages in tobacco. But assuming that the tobacco produced in India is ap­
proximately equal to consumption and the value given to it in various esti­
mates of wealth is correct, the average expenditure per head for the whole 
population is probably not more than ten annas a year. In spite of the views 
of the opponents of the salt tax, I doubt if a 10 per cent tax would be felt 
especially as in this ·case it is open to the consumer to reduce consumptio~ 
without serious hardship. The only point I am not sure about it is that the 
cost of administration would be low. 

Qs. 122 and 123.-I would p~efer the fifth method. It would exempt to­
bacco grown for home consumpt10n and the cost of administration would be 
lower than by any other method. I do not see why it should not be practicable. 
It would get over the difficulty of import from Indian States. 

Q. 124.-I deprecate control of cultivation, Great extension of tobacco 
cultivatio_n h~s occu_rred recently in North Bihar. I have myself noticed it in 
Purnea d1strwt, whwh I knew 20 years ago, but have scarcely revisited since. 
'rhe crying need for the agriculturist is more commercial crops. As long as 
we have the system of petty peasant cultivation it is most undesirable to do 
anything to discourage the growing of crops 'which with industry and a 
small amount of C!l'J?ital yield a high money r~turn. Tobacco and sugarcane 
are the most pronnsmg of such crops. 

Qs. 125 and 126.-An acreage duty would certainly operate unfairly on the 
poorer lands and discour11ge enterprise. It would also hit hard the cases 
:where the crop failed owing to fro~t or other causes. In Bihar and Orissa; 
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as I imagine in Bengal, its collection would be difficult in the absence of a 
staff employed on the annual survey of the cultivation. 

Mr. Hubback gave oral evidence as follows :-

The President. · Q.-You are Director of Land Records? 
A.-I am just ceased to be. I am now acting as Commissioner of the 

Bhagalpur Division. 
Q.-As regards the first portion of your notes which deals with statistics, 

it relates to the other Committee .1vhich has been appointed since we issued 
our questionnaire. We shall pass it on to the other Committee. 

You say that you would take retail prices into consideration. 
A.-Yes. . 
Q.-To what extent does the cultivator take his own produce ~.o the 

.narket? 
A.-To a fair extent. 
Q.-You say you organised a system of sampling last year. Whr.t is th& 

area that you take? 
A.-I take 1/3200 of an acre. 
Q.-Do you still retain the normal for your return? 
A.-The matter has not been worked out yet. What I hope to do is to 

have such samples year after year with the result that after 20 yen.~s one· 
will know exactly what the normal is. 

Q.-In what terms will you express the normal? 
A.--8uppose your normal is 15 maunds per acre. In any particular 

year you may get 12, 10 or 17 maunds. 
Q.-Your normal is going to be the average of 20 years? 
A.-Yes. 
Q.-And you are going to have it in maunds? 
A.-Yes. 

Q.-In paragraph 8 you say " It should be possible with these to estimate 
roughly the incidence of taxation." That is, the incidence borne by the 
land revenue to the economic rent or the incidence of taxation on the· 
agriculturists generally? 

A.-In the main, the incidence or taxation on total income. Thll total 
taxation of all kinds on total income. 

Q.-Have you made any estimates? 
A.-No; I am afraid I have not. I think it would be possible; but it 

is very difficult. 
Sir Percy Thompson. Q.-You say you are in favour of the r&moval of 

the exemption from income-tax on incomes derived from agriculture. Do you 
think it will produce any large amount in this province? 

A.-Yes. 
Q.-You estimate that under the existing rates, Bihar and Orissa will 

yield 70 lakhs? 
A.-Yes. 
Q.-You 8ay that in Bihar and Orissa the rents tend to be concentrated' 

in the hands of bigger landholders? 
A.-I should think so. 
Q.-In Bengal you have a large number of intermediary landholders who 

are themselves splitting up. 
A.-Yes. There is very innch more sub-infeudation in Bengal than in 

Bihar. 
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Q.-You s~ that " at least half the assessable income is held by persons 
whose e.ssessabM~oome would be Rs. 50,000 or more ". 

A.-I think it \s right. 
Q.-And you wduld take a rate of 10 per cent. That includes auper-tax 

also? \ 
A.-Yes, working ol\. the figures given in the annexure to the question­

naire. 
Dr. Paranjpye. Q.-You say that a good deal of that amount will be 

obtained from only a few individuals? 
A.-Yes. 
Sir Percy Thompson. Q.-We find from estimates which have been given 

in other provinces that if you leave the agricultural exemption as it is, 
and if you lower the limit of exemption from Rs. 2,000 to Rs. 1,000, you 
double the income-tax payers but the amount of additional revenue will be in-
significant. ' 

A.-Yes. That may be the case here too. 
Q.-Would it not be difficult to have different rates ot income-tax, ontl 

for agricultural incomes and the other for non-agricultural incomes? 
A.-I do not think so, because the collection would probably be in different 

hand~. If agricultural incomes . are to be taxed, the land revenue staff 
will be in a very much better position to do it than the income-tax staff. 

Q.-You find the total income and apply the lower rate to agricultural 
incomes? 

A.-Yes. 
Q.-In a way that would look anomalous, applying a low rate to agri-

cultural incomes and a higher rate to incomes which are mostly earned. 
A.-It may be so. . 
Q.-Do you think it would be a very unpopular measure? 
A.-Yes; I think so certainly. 
Dr. ParaniP"Je. Q.-You suggest somewhere else that it would fetch about. 

10 crores of rupees. 
A.-Yes; throughout India. That is a rough guess. 
Q.-You make an estimate of 70 lakhs in Bihar; it may be double that 

in Bengal. You may get a small an 1unt in Assam, in ithe eastern districts 
of the United Provinces. In the Punph an estimate was given that it would 
not be more than 5 lakhs; and I do ot suppose it will be more than 3 or 
4 crores on the whole for the whole of , 1dia. 

A.-I only say that it will not be 1 •ore than 10 crores. I said I could 
not speak with any kind of confidence al ~ut other provinces. 

Sir Percy Thompson. Q.-In the Pl>njab out of 3! million cultivators, 
those liable to income-tax would be only .",300. 

A.-Yes. I discussed this with my Penonal Assistant who happens to be 
a Punjabi by birth and he said that there is very little to get from the 
Punjab. 

Dr. Paranjpye. Q.-In Bombay also an estimate was made and it was 
thought that it would not be more than 10 lakhs. 

A.-Yes. 
Sir Percy Thompson. Q.-On the question of reducing the exemption limit 

from Rs. 2,000 to Rs. 1,000, you consider that the question is whether the game 
is worth the candle? 

A.-Yes. 
Dr. Paranjpye. Q.-You say that the subsistence cost of living would be 

more than Rs. 150 for a family? 
· A.-Yes. This is the lowest limit of subsistence at which a man can 

~eep himself and his family alive. I think he could just do it on Rs. 150 
m these parts. 
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Q.-What does an ordinary English labourer get? 
A.-I am afraid I cannot say. 
The President. Q.-You are not proposing Rs. 150 to be the limit of ex­

emption for income-tax? 
A.-No. I certainly would not put it below Rs. 1,000. 
Q.-You have referred us to the appendix to the Saran Revision Settlement 

Report. Can we accept that as an answer to our question No. 104? In endea­
vouring to find out the incidence of land revenue in the different provinces the 
only thing we have been able to arrive at is the percentage borne b/ the 
land revenue per acre to the economic rent per acre. You give us a r.~ 
ference to this statement which gives us the assets. I suppose they are 
net assets. 

A.-I think they are net assets. I should like to verify that myself. 

· Q.-Rs. 6 there is purely an arbitrary figure. 

A.-It is based on the information we have as to the produce. It might 
e-:;ually well be taken at Rs. 7 or Rs. 8. 

Q.-Would these figures be useful for arriving at a fraction more or 
less generally applicable either to a province or a tract, or would it be better 
to try and get a fresh figure? 

A.-I have suggested that the best way is to try to get the economic­
rent by finding out what the actual price paid for the various interests 

·in land is. 
Q.-That will be from registered documents? 
A.-Yes. The difficulty will be that in some places tlie occupancy rights 

are not transferable. 
Sir Percy Thompson: Q.-Is there any difficulty when the occupancy 

root is not an economic rent? 
A.-I think it is a question of what the property will sell for subject to · 

rent. The rents in Bihar and Orissa are customary rents. They do not. 
indicate the fertility of the land at all. 

The President. Q.-You say "I would prefer a comparison with the true 
economic rent of the land, and believe it would be possible to frame one 
for Bihar and Orissa from a consideration of the prices paid for occupancy 
rights and for proprietary rights ". How would you set about framing it? 

A.-We have collected in all these settlement reports the prices paid 
for occupancy rights and for proprietary rights which should be the basis. 
to start with and they would have to be corrected according to the dates 
when the different settlements were carried through. Many of these settle­
ment reports are now 20 years old and the prices .have varied a good deat 
since then. 

Q;-You would do it by a process of sampling? 

A.-Yes. Random sampling of registered documents. 

Q.-You say " Even this method would ignore the pressure of populatioll' 
on the occupied land and this I believe to be an essential element." ·would 
vou introduce a moderating factor. of some sort? 

.:t.-I would if I could devise one. But I cannot suggest any sound 
foJ-mula; that is the trouble. 

Q.-We must be content with a simple fraction? 

4..-I think so. ·But .that would not be a conclusive argument. 

9r. Paranjpye. Q.-Do you mean to say that on account of the pressure­
of population they starve themselves and still cultivate the land? 

,1.-What I mean is that you have not only to consider what the totaJ. 
int ume is from land but also how it is dispersed; that is, whether you have. 
go! a large number of small men enjoying it, or a small number of rich men. 
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Q.-The ide~' i~ here t<? find out the pressure of asse~sment on.land in the­
different proyinces; that Is, the share taken of the agriCultural mcome; an.d' 
as the fertility of hind may vary in different parts, you find out the economic· 
rent in each place and take the ratio. Now, how does the pressure of po­
pulation affect it? 

A.-I mean that in comparing one province with another you have to 
take into consideration whether a large number of moderately well-off people-
are bearing this burden. · 

Sir Percy 'l.'hornpson. Q.-Does Hi press harder on the small man~ 
Suppose your rate of land revenue is uniform; does it matter whether it. 
is on Rs. 50 or Rs. 100? 

A.-One will be left witl: a greater margin· than the other. You ca~ · 
take more from a man having 500 acres than from one who has 5 acres. · 

Q.-It is not a thing like income-tax. For example, you can say that the­
incidence of income-tax in France is so much, the incidence of income-tax 
in England is so much and you can say that the incidence in France i!!' 
much lighter than that in England. 

A.-Comparing Bihar and the Punjab, you could afford to take a larger­
total :tmount of the produce of the land in Bihar than you could in the­
Punjab. 

Sir Percy Thompson. Q.-Does it press harder on the small man_ 
Suppose your rate of land revenue is uniform; does it matter whether it 
between one man and another. 

A.-My point was how you were going to use the figltres. I wanted to­
guard against accepting the contention that in Bihar and Orissa the total 
amount of land revenue paid is one-tenth of the agricultural income, whereas 
m the Punjab it is one-fifteenth or one-twentieth, and consequently the­
burden in Bihar is heavier. 

Q.-1 think the State is entitled to 50 per cent. We do not care how you 
split it up. Why should the State get less because the people divide it into­
parts. 

A.-I think I am beginning to be convinced. 
The President. Q.-According to the Saran report, no portion of the net 

cost of the settlement operations is borne by the Government of India. The­
Act provides that it should be recovered from landlords and tenants in a. 
certain proportion. 

A.-In all the original operations in the permanently-settled areas, the· 
Government of India agreed, practically from t-he time they started, to pay 
one-fourth of the net cost. When it came to revisional operations, they 
said that they were not prepared to pay anything. When the matter was 
thrown into the hands of the Bihar Government, this Government continued 
the same policy. 

Q.-You recover the whole? 
A.-Yes, at the revision settlements, in the permanently-settled tracts. 
Q.-At a rate fixed per acre? 
A.-According to what the cost may be. The cost varies in different: 

districts from six annas to one rupee. 

Q.-Can you tell if Bengal adopts the same or a different policy? It is 
stated in the Bengal Retrenchment Committee report that Government pays' 
a share as a rna tter of grace. 

A.-Bengal has not yet got to the revision stage. It is still in the stage· 
of original settlements. 

Q.-You say that in the so-called raiyatwari tracts the cost of collection 
is about 8 per cent. What raiyatwari tracts do you refer to? 

A.-I mean the Government estates settled with the raiyats. 
Q. -In permanently-settled areas? 
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A.-I think one per cent will be ample here. But the difficulty will be 
about the overhead charges such as the pay of the Collector and other 
officers. I ha..-e not thought about that.* 

Sir Percy Thompson. Q.-You say it would be exceedingly difficult for n 
Revenue Officer to apply a limit, which was set low enough to include among 
the tax-payers a proportion of the actual cultivators. I do not quite follow 
you. 

A.-It is an answer to : '' Is· it practicable for a taxing officer to ascertain 
whether an agriculturist's income exceeds this or any limit". 

Q.-What exactly do you mean by the term " to apply a limit"? 

A.-I mean "to work on a limit," i.e., to decide whether the income of the 
agriculturist does or does not exceed a limit. 

Q.-You say that there is already a statutory payment of one-fourth of •he 
purchase money on transfer of whole or part holdings in the temporariiy­
settled estates of the Orissa coast districts .. Why was that given to tho 
landlord? 

A.-The history is that it had been taken for a good many years. Whe11 
Government wanted to get through the Orissa Tenancy Bill this was agreed 
to. 

Q.-It is a formal recognition? 
A.-Yes. It was part of a bargain to induce the landlords pass the Orissll 

Bill as it was. 
]Jr. Pamnjpye. 

income-tax? 
Q.-Is this premium taken into account in calculatiu6 the 

A.-At present I think it is regarded as agricultural income. 

The President. Q.~It has been suggested to us that taxation of minerals 
should combine three elements. The first would be a flat rate on rai>ings or 
despatehes. The second will be a levy on the landlords. The third wiil be 
a tax on the profits of the companies. This will be on profits over and 
above a fixed rate so as to secure a share of the difference in value of the 
better class mines. 

A.-As regards the first and third I agree. I am not quite sure of the 
second. 

Q.-The second is this. At the time of the permanent settlement the 
profit ·of the zamindar could not have been anticipated. When he gets 
a windfall you ought to take a pretty good share out of that. In England 
they are levying a tax on mines. You should take a part of the royaltie~ 
taken by the zamindar. 

A.-I think that is reasonable. But I have indicated in my note that 
royalties are already taxed. I think all the three elements ought to come 
in. 

Q.-Then it is suggested that you should abolish cess under the present 
system of taxation. Levy these three, and put the whole into a fund which 
should be l!hared by Imperial and Provincial Governments and local bodies. 

A.-The difficulty would be who is to decide how it should be shared. 

Q.-Development of mines is a provincial subject and the Imperial 
Government employs certain expert officers. As the Provincial Government 
gets the benefit a payment has to be made for services rendered. The same 
applies to the local bodies. 

A.-It might be a provincial '"ax with a contribution to the local bodies 
and a payment to the Central Government. 

Q.-In both cases in view of the services rendered? 

• Since my examination I have looked into the point. The cost of the tauzi establhhment, 
omitting that required for collection of local cess, which is now almost always coJiected along 
with land revenue but addmg overhead charges will be in Bihar and Orissa something like 
seven per mille of the land revenue demand. 
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A.-I think the idea is a sound one but would want watching af!' 
to how it would work out. The trouble is that the services rendered are­
so very various such as supply of pure water, communications, etc .. ~s 
regards communications, the difficulty at present is that ~he coa}fields he In 
an administrative unit which is agricultural as well as mdustnal, and the· 
complaint is that the former gets an unfair proportion of the benefits of the 
cess. 

Q.-The Central Provinces creates a special board for the mining area an'!· 
solves the problem in that way. 

A.-I am not an expert on these points. 

Sir Percy Thomp.•on. Q.-The question what sort of royalty G!l:'ernment: 
,\·ould put on its own minerals would depend upon the ·competitiOn from 
foreign minerals. 

A.-That is a question which the Coal Committee are considering. On· 
that point I may say that four years ago the trade was quite ready to have 
a tax. But now there is a very different feeling because foreign competi­
tion has knocked down prices. 

Q.-In that case it is impossible to put on anything appreciable by way· 
of royalty unless there is corresponding import duty. 

A.-Even now the trade appears to be trying to get that concession for· 
coal. 

Q.-I£ you once say that you are going to put on a royalty, won't you. 
practically kill the incentive to open up mines? 

A.-I think at present you would kill the enterprise. But the coal trade­
is expecting an import duty. Would it not be possible to put on a tax "'ith a 
sliding scale linked to the price? That is rather my idea. 

Q.-With regard to tobacco, it is suggested to us that very little tobacc~ 
is manufa.ctured here, and what is manufactured is manufactured as a: 
cottage industry, so that you would not get much by your stamp duty. A 
scheme has been suggested to us on the following lines. It. is selling by 
auction the monopoly of vend for a particular area. You couple with 
t-hat the licensing of traders and exporters with a nominal fee. You will" 
then compel the cultivator to pass his crop on either to the monopolist of 
his own area or of another area, or to a licensed trader, or exporter. You· 
can also have a duty on factory-made cigaretteS. 

A.-I think it is a possible scheme. 1'he only question would be whether· 
the amount of tax would be proportionate to the amount of oppression. 

Dr. Paranipye. Q.-If each :QJ.an pays two annas it will be two or three• 
~rores. 

rl.-I am not speaking from the point of view of the consumer. I was­
to.lldng about the difficulty of the producer in marketing the crop. I think 
the system is better than any other, if you are going to get hold of the­
bulk of the crop. As far as Bihar is concerned, I now understand that 
very little of it comes into factories. 

Q.-In this scheme it will be up to the monopolist to find out the illicit-
sales. 

A.-Yes. 
Q.-Do you know anything about the yield of tobacco per acreP 
.4 .. -I have never studied the question. 
Q.-Or about the curing process? 
A.-No. 
Q.-Do you know anything about court-fees? 
A.-I had something to do with it when I was Judicial Secretary. 
Q.-Do you get a profit on court-fees? 
.4. .-The Bihar and Orissa Government put up the court-fees about twO' 

rears ago. That brought in a very considerable revenue. 
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Q.-Are suits brought in other provinces in order to escape the higher 
.court-fee? 

A.-These big suits cost Government more than the court-fee. Renlly 
hig suits do not pay. Such a suit will take the District Judge more than 
eix months to try, and it will take three High Court Judges three months. 'l'he 
<Jost of these officers is very high, while the maximum court-fee is limited. It 
is not a profitable proposition from the Government point of view. 

Q.-You do not mind the parties going to another province? 

A.-No. 
Q.-Would ~·ou mind charging daily hearing fees? 
-L--That might be a good idea. 

Written memoranda of witnesses not examined orally. 

Written memorandum ofRaja RAGHUNANDAN PRASHAD 
SINGH, M.L.A., Monghyr (Bihar and Orissa). 

L'iTRODUCTION. 

I propose to examine in the course of this statement the position of the 
landholders and bankers with reference t9 the Questionnaire issued by you 
and to state my views with regard to the burden of taxation as ~~:ffecting these 
classes. But I should like to mention at the very outset that it is my convic­
tion that these two classes m:e already heavily taxed and that it would be 
uneconomical to impose any fresh burden of taxation on them. Whatever 
<lisparity might have existed before the war between the burden of taxation 
.borne by the richer classes in India (I use it in the commonly understood 
meaning as referring to landholders) as compared with similar classes in other 
countries in the "'est, unforeseen effects of the war have imposed a burden of 
higher taxation to the limits to which it could be taken. The outstanding 
·characteristic dominating all the aspects of India's economic life during last 
three decades has been that the country has been passing through an indus­
,trial revolution, similar in many respects to the one which took place in Eng­
land during the early part of the last century. During this period India has 
,been in a state of transition from tho old archaic economic order to the new 
·and reorganised order. This transformation is still in its earlier stages 
though it is in many ways striking. India has attained to a position eighth 
oin importance among the industrial nations of the world, but still the per­
centage of her population engaged in industries and commerce is still about b 
·per cent. Economic conditions in India, therefore, differ widely from thos~ 
·in the West. To add to those essential differences, the repurcussion of poli­
·tical happenings has also had an influence even in the examination of econo­
mic questions and as a result, the landed aristocracy have, more often than 
not, been made the target of attack from economists examining questions of 
xent, taxation, production and consumption from a political standpoint. 

Political economy as developed in the West is based upon certain hypo­
thetical assumptions, which are not true in the case of an agricultural country 
like India. Besides, the social factor is a very important consideration in 
India and however much economists mjght deplore this or that social usage or 
custom, it will take a long time indeed to bring about a change, root and 
branch. The family and the caste are still more powerful than the individual 
In determining his position in life. Population and production in India do 
not still follow, to any large extent, any economic rule. Disease and famine 
are still common and the uncertainty of seasonal rains is a great handicap to 
any satisfactory estimate of production. In the above circumstances, the 
operations of the great war and its crucial experiences for all classes formed a. 
powerful addition to the uncertainties of judging India by accepted economic; 
-canons. 
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With these preliminary observations, I shall now proceed to give in brief 

my answers to the questions raised by you. · 
(The number at the beginning of each ~nswer refers to the ser~al number 

in the Questionnaire). The. answers are gtven only to suc_h questwns as are 
of interest to me or upon whteh I have to offer any observatwns. 

A suggestion:-
An enquiry into the national income of this co~ntry js a subject very 

important before the question of the taxable capactty of ~he people could 
be adequately determined. It is. satisfactory to note tl.utt Hts .Excellenc:y tho 
Viceroy has announced the appomtmc;Jnt of ~n Econo~tc Ell;qmry Commttt~e. 
As your Committee have asked for sugges1aons on thts subJect, I would hke 
to draw your attention to an American publication under the title of "Income 
in the United States" by W. C. Mitchell, W. I. King, F. R. Macaulay and 
0. W. Knauth (Harcourt Brace & Co., New York) published under the aus~ 
p1ces of the National Bureau of Economic Research, a corporate body com" 
posed of very distinguished economists, who have clubbed together to work 
out their belief that "social programmes of whatever sort should rest when­
ever possible on .objective knowledge of facts and not on subjective 
impressions." The book gives· an exhaustive statistical analysis of the income 
of the people, the fluctuations in their money income, jts distribution among 
wage earners and others, the changes in the per capita earnings and finally 
an instructive comparison with incomes in other countries. The figures were 
compiled by two alternative studies from the sources of production and from 
the amounts of income received. It is claimed that the maximum discrepancy 
in any year between the two sets of preliminary totals was only 7 per cent. 
The method adopted in this book may be found useful in undertaking similar 
research in India. 

Q. 1.-In my opinion these figures are not in themselves complete or ade­
quate to estimate the wealth of the country. An elaborate survey of these 
considerations will have to be specially undertaken. 

Q. 2.-I have no knowledge as to how the estimates in these cases have 
been obtained. I am inclined to think that any estimate taken before the war 
would be unreliable for our present purposes. I am in favour of a fresh and 
detailed enquiry by the Government into this question. 

Q. 3.-I agree. 
Q. 7.-They are not of value in relation to an enquiry into the incidence 

Gt taxation. 
g. 13.-In the case of a Government commercial or semi-commercial under­

talnng, ther~ should be an endeavour only to secure a commercial return so 
that there wtll be an element of taxation coupled with a payment for services 
renderPg, 

Q. H.-The profits earned from the revenues of the State Railways Posts 
and Telegraphs after deduct~ng the cost of working are really a ta~ upon 
~he people, as a large majortty uses these utility departments. This might 
mclud<J the monopoly pro~t from Tramways also. Their incidence is wide­
spread. :rhe reven~e dertved from telephones is an additional tax on the 
eomparattvely few rteh and the commercial classes. · 

Q. 15.-I would prefer to charge a fair commercial profit. 
Q. 16.-It would be unfair to tax the increase as sufficient time should be 

allowed to see whether the increase is due to betterment or other causes. 
Q. 23.-I entirely agree with this statement. 
Q. 2.4.-A_ tax on entertainments or rai~way tickets would be no great 

economw bm den upon the classes that use ratlways or go to entertainments. 
Q. 25.-Yes. I would exclude it from consideration. 

Q. 27.:-Every member of the comm~nity should pay a tax of some sort for 
the secunty to person and property whtch he gets from the State. 

Q. 28.-Yes. In fact, it should form the very criterion for giving repre­
eentation. 
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Q. 29.-My opinion is that direct taxation has always been unpopular in 
India where the public sense is rudimentary. But, when the sense of a citi­
zen's duty tow3:rds the State grows in a country, it becomes evident to all that 
ihe most scientific and the fairest method of taxation is direct taxation. This 
fac~ _is not full{ recognised in India. It will, therefore, he simpler and more 
vohhc to contmue for the present along the traditional paths of indirect 
\axation. 

Q. 30.-A poll tax would be very unpopular, but I think that the present 
tax on salt is, in itself, a tax upon all classes. 

Q. 91.-The chowkidari tax is in the nature of a poll tax and should be 
etmtinued as such. The same remark applies to the profession tax also in 
ihe case of the lowest classes on which it is imposed. 

Q. 32.-No. That is the reason why I prefer their continuance in their 
present form. 
· Q. 33.-In the present state of economic life in India, the great question is 
whether some relief from the present scale of taxation may be expected in the 
near future. To this question the prospects of the public expenditure give a 
negative answer. The present level of taxation has already imposed a great 
burden on classes affected by the income-tax. The present scale should, there­
fore, be continued as they are. 

Q. 3.1,.-The present scale of graduation is satisfactory and should not be 
altered. 
· Q. 37.-In the budget of 1920-21 the burden of the excess profits duty was 

removed. This was accompanied by a modification in the super-tax. Tho 
super-tax on the undivided profits of companies and firms, as it existed then, 
had been adversely criticised on the grounds that it q;ave an incentive to 
companies to distribute more in dividends than was warr:.~ted by their finan­
r·ial position and that it penalised those companies whjc;: endeavoured to 
strengthen their reserves. It was urged that the Governmb~t should have 
levied the tax at a moderate rate on the whole income of companies instead 
of applying the higher tax to their undivided profits. The Government, 
therefore, have now relieved the undivided profits of companies and firms of 
the super-tax which ran up to three annas in the rupee and replaced it by a 
new form of super-tax consisting of a flat rate of one anna in the rupee, 
r.ssessed upon the total income of each company in excess of R~. 50,000. This 
was to be in addition to the ordinary tax, as before. The super-tax on indivi­
dual incomes remains unchanged. I consider this satisfactory and should be 
left as it is. 

Q. 38.-I am not in favour of the removal of the exemptions given under 
the Act II of 1886. 

Q. 39.-I do not agree. 
Q . .1,0.-I would leave it as it is. 
Q • .1,1.-I do not agree that the bbjection is sound. Whatever o'bjections 

might have been urged, I believe the reproach has been removed by the growth 
of an accountancy profession since the passing of the Indian Companies Act 
of 1911. Further the introduction of a centralised and a more efficient sys­
tem of income-tax control has tended in a very large measure to rid the sys­
tem of income-tax collection of any abuses that might have existed in the past. 

Q . .1,7.-I am satisfied with the p~es~nt arrangements in reg:'rd to t~e 
assessment of income-tax. Whether It IS assessed on the previous year s 
income or on the average of three years' income, as in England, it does not 
very much matterin my opinion. 

Q • .1,8.-" The aim of taxati_on i~ re~e~u~; by confining indire~ taxes to a 
few articles the cost of collectiOn IS dimimshed ; tbe selected articles should 
be, however, sufficient in number and of such a kin~ to touc~ all class~ an~ 
to reach in a moderate degree those who do not contribute to direct taxatiOn. 

In the conditions existing in India at present, I should think that this is 
a sound maxim, and I would urge an additional reason for con~ning taxa­
tion as far as possible to indirect taxes. As I have already mentiOned, there 
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is a strong prejudice in this country against direct taxes. The collection of 
taxes is in fact a very important factor in determining this question and un­
less expenditure incurred in the collection could be brought down as low as 
possible the very object of taxation, viz., to obtain revenue is nullified. 

I agree with the dictum of Armitage Smith. "The rule that necessan"s 
should be free and that indirect taxes should fall only on luxuries is thus a 
counsel of perfection not always attainable; in a country where three-fourths 
of the population consume no luxuries, the majority can only be taxed through 
necessaries, and in these circumstances there .is no hardship in such a tax." 

This is especially true of India. But with the growth of an industrial 
population and the movement of people from rural to urban areas, the range 
of articles consumed by the majority of people becomes wider. I would, there­
fore, suggest that where necessaries of life are taxed at present there should 
be no further increase, but articles which though not necessaries in the strioo 
sense of the term, are commonly used by all classes, new avenues of such 
taxation should be explored and a burden spreading over all but hitting none 
in particular should be devised. 1fh an illustration of this view, I might men­
tion the case of soap. It is not an article of necessity like salt or food grain. 
But it is commonly used by all classes. A light excise duty on such articles 
recommends itself to me as a sound proposition. 

Q . .1,9.-Yes, I would recommend an excise duty on the articles given in 
your list except the following :-

Candles, coal, cotton goods, matches, salt, sugar, sweets. 

Q. 50.-I do not think that such graduation is practicable. 
Q. 51.-I do not accept the statement of Jensen, quoted here, in its 

entirety. I do not ag:ree that " from every point of view salt is admirably 
adaJ)ted to be a tax-bearer." It is no don bt uni-versally used, but the amount 
used by a tax-payer is not small. In the case of a family consisting of chil. 
dren, women and others who are dependents on one or two wage-earners, the 
incidence per head is a fallacious theory. It is really a hardship. 

Q. 52.-I accept it is less open to evasion than any other duty. 
Q. 58.-The only figure given for an oriental country is that of Japan, 

viz., 4 annas per head per annum. Compared with Austria Rs. 2-12-0, or 
Czecho-Slovakia Rs. 1-14-0, the tax on salt in Japan is very light. That 
might. in itself be taken as an indication of the unpopularity of the tax in 
the East,. I consider that the present tax on salt in India is high and should 
be lowered if possible. Any increase is, on the other hand, entirely inadvis­
able. 

Q. 5.1,.-I recommend that the present system might be continued . 
. . . Q. 55.--C~rtainly, I would adv~cate an. extension of the monopoly system, 
1f 1t would glVe a purer and what 1s very 1mportant a cheaper article. 

Q. 56.-No protective duty should be levied. India could be made self­
supporting by demonstrating to the peopie that a purer and cheaper article 
could be manufactured locally. In an article which is a necessary of life a 
protective duty, even though it may be levied with the object of stimulating 
production, is inadvisable and unfair. 

Q .. 58.-I would advocate a uniform method of sale throughout India either 
by wetght or by measure. 

Q. 59.-I am not in favour of any steps in this direction because I am 
afraid the Government agency would be comparatively more. costly . 

. Q. 61.-I ~o an~icipat~ the introduction <?f a policy of total prohibition in 
Bthar and Onssa, 1f not m the whole of Ind1a. My own belief is that jt will 
come in the near future. 

Q. 62.-I should prefer the scheme proposed by the Bombay Excise Com­
mittee except in two particulars, viz., a succession duty and a -taxation on 
"futures." The latter would be unfair and my reason for not approving the 
f<;>rmer will b~ dealt with when I. come to .succession 'duties discussed in ques­
tion No. 137 m/ra. In the provmce of B1har and Orissa, I think the expen-
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diture f~r t~e enfor~ement of prohibition might not be so large as the points 
from whiCh Import mto !he province should be checked could be managed b 
a sm:'ller numb<;r of officials. The prevention of illicit distillation within th! 
proymce could. m the future be done at a lesser cost by a co-ordination of 
excise powers m the hands of revenue, police and forest officials. 

Q. 68.-I d? not agree with any of these statements. I will deal with them 
one by one senally. 

(1) I do ~~~t think it is any positive good and experience confirms my view. 
(2) Cond1hons and popular conceptions in India are different. 
(3) To permit the use of an article which is definitely known to be detri­

m~>ntal to personal health, ~orals or public order is not a sound practice in 
any well-o~dered state or ~oc1ety. However heavy the restraint in the shape 
of. a tax, Its _use could nmther be checked nor its evil consequences be mini­
miSed. It Will only lead to the degeneracy of the nation to encourage its 
use by any form of permissive legislation. 

(4) The above remarks apply in this case also. 
Q. 87.-I would substitute for the deficiencies in revenue arising out of 

the views I advocate, a tax on the following:-

Advertisements, 
Armorial bearings, 
Betting, 
Bicycles, 
Entertainments. 
Motor cars, 
Railway travelling, 
Telephones, and 
Tourists. 

Q. 88.-I have no comments to make. 
Q. 89.-They should be so limited as just to cover the cost of the courl;s 

including pensions of officers and capital cost of buildings. 
Q. 90.-I do not agree with Hobson's view. 
Q. 95.-I would prefer a more general extension of the entertainments tax. 

. Q. 96.-A tax would vary with income and would give exemption to those 
who paid at a low rate:· A rent is not so. From this point of view, land 
revenue is a rent and not· a tax. 

Q. 97.-There are other influences such as failure of rains, seasonal 
changes, climatic conditions, prevalence of epidemics, etc., which affect the 
pro~perity of the cultivator. 

Q. 98.---So far as the permanent settlement is concerned, none of these 
criticisms has any force from the point of view of Government. 

Q. 99.-I have no views to offer regarding temporarily-settled areas. 
Q. 100.-There should be no exemptions for, I believe, that exemptions 

would lead to fractionisation of lands. It would encourage bad farming by 
exempting even those who neglected the land. 

Q. 101.-I do not approve of any ta;s: on mutations.. In a. c;ountry. ~ke 
India, fractionisation must always remam where there l-8 partitiOn or JOint 

family property. 
Q. 102.-No. 
Q. 103.-No. Land revenue must in my opinion always remain with the 

provincial authority. . . 
Q. 10.5.-Dealing only with permanent settlement as m Bihar, .t~e best 

method of ascertaining the incidence of land revenue would be to diVIde the 
land revenue by occupied area so that o~ly thos~ who ar<; affected by the 
payment of such revenue might be counted m foriilln~ an estimate .. 

Q. 105.-I do not consider that any further taxatiOn should be unposed. 
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Q. 106.-I agree. 
Qs. 108 and 109.-0ctroi duties should b~ d!sc?ntin~ed and the sam~ rem;trk 

might apply to terminal tax also. But If It IS decided .that octroi should 
continue, I would suggest that it should, wherever possible, be replaced b! a 
terminal tax. The house tax was a fairer tax than land tax. I do not thmk 
that octroi is liable to be evaded in any appreciable measure. 

Q. 111.-Tolls should be abolished except where a local expenditure bene­
fits largely people who are not .otherwise contributing anything to local taxa­
tion. JO'or example a costly bridge constructed by a local board and largely 
used as a highway \y traffic from other districts on the near bor~er should 
be subject to ·a toll levied on conveyances that have not been reg1stered or 
licensed within the jurisdiction of the local body. In no case, should there be 
two tolls within a distance of less than ten miles. · 

Q. 112.-It should be levied in wh?le from the ow~er as it ~vould be a 
difficult task for local officials to collect It from the occupier who nught change 
frequently. The owner will always be able to shift 'the burden on to the 
occupier in the collection of house rent. 

Q. 118.-Political considerations play at the present moment a great part 
in the local bodies where the land-owning classes are in a minority and are 
often out-numbered in voting strength. A limitation of the taxable powers 
of the local authority would, therefore, be necessary to protect the land-own­
ing and house-owning classes from being subjected to uneconomic burdens of 
taxation levied by local bodies controlled by a prejudiced middle class. I do 
not think that this limitation will, in any tangible degree, compel local 
authorities to have recourse to other forms of taxation which may be less 
defensible from an economic standpoint. 

Q. 114.-I have no comments to make. 
Q. 115.-The rating should be on the undeveloped value <tnd exemption· 

should be given on improvements. 
Q. 117.-The contribution from the general exchequer shoulJ be in the 

form of grants-in-aid ear-marked for particular items of expendi.11re. The 
subsidy should take into consideration the relative importance of th,· expen­
diture in the interests of a single province or of the whole country. 

Q. 118.-The control over the expenditure should, to a large extent, re­
main with the Government as local·self-governing units in many parts of the 
country do not still exhibit sufficient local stimulus to ensure efficiency. 

Q. 119.-I would recommend the introduction of taxes on hotels, min<>s 
and employers of labour. 

Q. 120.-(1) I do not approve of thj.s suggestion, because it will mean an 
elaborate enquiry into the economic life of the villager and unless a very 
complicated machinery is set up it is not feasible. . 

(2) Among the measures suggested by l'rof. K. T. Shah I am personally 
inclined to favour a registration fee on marriages, tax on houses, tax on 
motor cars and other vehicles, but I must strongly oppose an income-tax on. 
:.gricultural incomes. As for succession duties, I oppose them for reasons 
which will be given later. 

(3) A tax on dowries mr.y be st.itable as an alternative method of taxa~ion, 
but I am not sure whether it will co:1tinue to be a source of revenue especially 
in view of strong social influences brought to bear against the system of dow­
ries in general. It might be a supplementary source of income for the next 
ten c r fifteen years. 

(4) A tax on advertisements, on race horses and motor cars is in my opinion 
n feasible proposition. 

(5) I agree with Mr. Vakil's suggestions. An export duty on hides and 
skins commends itself to me as mf eminently justifiable proposition from many 
points of view. Popular opposition will be the least in this case. 

(6) I do not agree to any modification in the present method of collecting 
land re,·enue, or the abolition of the existing system. 
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Q. 121.-As an object of taxation, I do agree that tcbacco is more desirable 
than salt. I shall be in favour of a tax on robacco, although I do not believe 
that any taxation will lead ro the curtailment of consumption. 

0. 187.-I strongly oppose the imposition of anv duties on inheritance or 
succession imposed upon personal or property vaiue. The death duty has 
been pointed out by politicians as a highly successful one in western countries 
~nd it is .this _fact t~at _is pointed out as a reason for the desirability of its 
mtr~uc~ton m Ind1~ m preference ro other new taxes. But, while up­
holdmg_ 1t, on econ~~.c and fiscal grounds, it is a painful surprise ro me that 
economists and pohhc1ans do not take inro account the peculiar circumstances 
existing in India. In the first place, the inheriror, if he is a Hindu, will ha..-e 
t.o perform the funeral ceremonies of the person from whom he inherits. To 
i.bose acquainted with the religious practices and social usages of orthodox 
Hindu community, it requires no argument ro show that such funeral cere­
monies are more often than not of a h.ighly expensi..-e character. Besides the 
person inheriting the property will have t.o support the members of the ]oint 
~a~ily. .Another, and a very potent objection ro death or succession duties, 
JS m the case of landed property. It is sometimes found impossible ro raise 
the amount necessary for the payment of such a tax, except by selling or 
mortgaging the property at a heavy loss, a contingency which no well-wisher 
of the people of this country can contemplate with equanimity. It is also 
my conviction that the levy of this tax will have to be followed by such com­
plicated safeguards in order t.o restrict a transfer of real property during 
life by gift, or by collusi..-e sales that the cost of this machinery will more than 
outweigh any revenue tc be deri<·ed therefrom. This tax appears t<> me 
:b.igh.ly objectionable on all these grounds. 

Written memorandum of Mr. A. P. MIDDLETON. I.C.S., 
Commissioner d Income• Tax, Bihar and Orissa. 

Qs. 88 and .50.-If a substitute is required for other taxes that are abolished, 
I consider that an increase in the rates of income-tax could be usefully made 
because a large amount of revenue could be obtained by a comparatively 
slight enhancement of rates on income which can well afford ro pay more. 
I should suggest that the 9-pie rate should end at Rs. 14,999 instead of at 
Rs. 19,999 as at present, and the 12-pie rate apply ro incomes from Rs. 15,000 
to Rs. 19,999, the 15-pie rate from Rs. 20,000 ro Rs. 29,999, the 18-pie rate 
from Rs. 30,000 to Rs. 39,999, and a new 24-pie rate from Rs. 40,000 upwards. 
I calculate that these increases would give an extra Rs. 51,20,000 in this pro­
vince on the figures of 1923-24 which is an increase of nearly 12 per cent on the 
net demand of the year. If that percentage holds good throughout I~dia, 
there would be an increase on the figures of 1922-23 (the latest figure ava1lable 
for the whole of India) amounting to F:s. 1,80,00,000. I think also that the 
minimum taxable income might be reduced t.o Rs. 1,500, and in that case .I 
would suggest a 3-pie rate on incomes of Rs. 1,500 to Rs. 2,499 and the 5-ple 
rate from Rs. 2 500 ro Rs. 4 999. But I am not sure whether this innovation 
would be justifi~d by the aU:ount of extra revenue obtained in this province. 
There are now 3,339 assessees with incomes between Rs. 2,000 and Rs. 2,499 
and the tax collected from these is only Rs. 1,47,000. 

Q. 8-'.-I prefer the Indian system of graduation ro the Englis~ system i_n 
which graduation is obtained by means of allowances and deductwns. It IS 
simpler both for the assessee and for the assessing officer, and therefore het~er 
satisfies Adam Smith's canon of certainty or definiteness. I have heard cntJ­
cism:s against the Indian system on the ground that the ~rst Rs. 2,000 of 
income is not exempt from assessment as in England, hut 1t appears ro me 
that no question of abstract justice is involved, ~he State hanng a perf-?ct 
right to decide whether the minimum taxable mcome should he e;-:cluded 
alt<>gether or should be included in t~e income assesse_d, and I thm~ the 
criticism is based merely on a companson of the law m England, WJthout 
realising that the whole system of graduation is different. 
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Q. 35.-From my experience in this province, I do not think that any 
differentiation in favour of earned incomes would have much effect on the 
revenue. 'l'he Indians are apparently not by nature inv~s~ors, and i~stances 
of a man investing his savings or inherited wealth and hvmg on the mterest 
(to take the simplest case of unearned income) are very rare. There would 
also be practical difficulties as in many Hindu joint family busine>3as, the 
head of the family is in the position of having invested all his moue~ in a 
business now entirely managed by his descendants and takes no part m the 
management or in the earning of the profits, though his capital is invest.:;il. 
If any differentiation were attempted it would, I think, ):>e very diflic,1:· to 
frame rules or legislation which would cover all the cases hkely to occur. 

fl. 36.-I regard it as quite impracticable to make provision for allowances 
for the number of persons supported out of a particular income. Indian 
customs are such that no assessing officer could possibly verify the claims 
and there would be endless frauds on the State. 

Q. 38.-In my opinion Section 2 (i) (a) should be repealed; this would 
have the effect of taxing the receiver of rent or revenue derived from land,. 
but not the actual cultivators. I consider that there is no sufficient justifica­
tion for the exemption which is now given, and perhaps there is none for 
the exemption which I propose for the actual cultivators. But there is a 
practical reason that even amongst cultivators who make net profits of Rs. 2,000 
in the year from cultivation, the majority are not at present sufficiently 
literate to keep accounts from which their true income could be ascertained. 
For instance, most cultivators would have the greatest difficulty in proving 
what proportion of any loan was taken for agricultural purposes, so that 
interest would be deductible from their gross profits under Section ·10 (2) (iii), 
and what proportion was borrowed for purposes other than agriculture. If 
the receiver of rent or revenue is liable to taxation on such income, I consi­
der that he should be allowed to set off against his profits, his land revenue 
and any sums spent on the development of his estate or· for the benefit of his 
tenants. To effect this, some amendment of the law would be necessary 
either under Section 10, if the income is taxable as a business, or Section 12, 
if it is taxable as income from other sources. There may, however, be poli­
tical reasons for not abolishing the existing exemption: for instance, if a 
no-rent campaign were ever actually started and became effectual, there 
would either be no rent to tax or it would be most undesirable for Govern­
ment to antagonise the landlords. I am unable to give any estimate of the 
number of persons receiving rent who would become liable to taxation under 
these proposals. 

Q. 41.-The growth of the accountancy profession hardly affects this pro­
vince where the majority of the business assessees are Indian traders who 
keep accounts in the vernacular and do not have them audited. But I do 
not believe that the Tndian income-tax ·is any more or any less than in other 
places a tux on honesty, and certainly with the reorganisation of the Income­
tax Department and with a better class of assessing officers able to read 
vernacular accounts, the dishonest traders have much less chance of escaping 
proper assessment and I believe they are beginning to realise this themselves. 
There must always be great temptation to manipulate accounts, if not to 
forge them, and I understand that India is not the only country in which 
people succumb to this temptation: but the popular belief that every trader 
has two or more sei;s of accounts does not seem to me to be justified by the 
f~.cts. I have heard people say that the Indian traders keep one set of 
accounts for the Income-tax Department, and another for the Civil Court 
anot_her for his partners, and fourth set, the only true one, for himself. But 
I tlnnk that people who make such statements fail to realize the amount of 
work involved in keeping up even one eomplete set of accounts for a busi­
ness of son1e di1nensions. 
. Q. 42.-I am strongly in favour of prescribing a standard form for accounts 
Ill all casEOs of asses~ment under the head of business, where either the accounts 
have not been audited or are not kept on the mercantile accountancy system. 
As a matter of fact, the form of return of income prescribed bv a statutory 
rule directs the assessee who does not keep accounts on the merc";..ntile system 
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to Iii£: a statement showing how he arrives at the taxable pr~fits shown in the 
return:. i.e., details of gross receipt and of the expenditure claimed tu be set 
off. Jn this province, I ha>e introduced a simple form containing columus 
for various commodities; for opening balance, purchases, sales, closing balance, 
gross profits or loss, claims for expenditure, depreciation, ete. ·I do not. 
suggest that such a simple form would be sufficient generally, but I am 
quite ~ert-ain that some such form is of great assistance tu the a;;sessing officer 
and appears to be weloomed by the less literate assessees. 

Q. .IJ.-Possibly publicity is theoretically desirable and Adam Smith's 
canon of :;ertainty u generally interpreted tu mean both definiteness and 
publicity: but I do not think it is practicable to depart from the hitherto 
acknowledged principle of this country that income-tax records are confi­
dential. To do so would be to give rise to a regular army of spies and in­
formers, and to counteract these, I belie>e that there would be a great in· 
crease in attempts at wholesale evasion by every means possible. 

Q. 47.-I consider that the Indian system of assessment on the previous 
year's income is preferable to the English system of assessment on the three 
years' average. One clear advantage is that a man who has had a pros­
perous year is taxed when he is best able to pay, and thus Adam Smith's 
canon of convenience is satisfied. A possible objection is that an assessee 
may find it easier to conceal the profits of a single year than when an 
average is taken: but I think the existing law meets that objection. The 
acoounts of three years prior to the year under assessment can, if necessary, be 
called for and income which has escaped assessment in any one year can be 
assessed at any time before the close of the year after that in which it ought 
to have been assessed. 

Written memorandum of the Bihar Landholders 
Association, Patna. 

The Committee wishes to confine its remarks chiefly to landed interests 
which it has the honour to represent. The Committee is really surprised at the 
astounding suggestion made by some witnesses before the Taxation Enquiry 
Cummittee, to the effect that (a) the terms of the permanent settlement should 
be infringed; and (b) that a tax on land should be levied. With due respect to 
the opinion of these gentlemen, the Committee begs to emphasize the fact that 
the pledge of inviolability of the permanent settlement, as laid down in the 
law of the land, is really sacrosanct and binding for all times and on all Gov­
ernments of the oountry, howsoever constituted. 

Any direct or indirect tampering with the terms of the permanent settls­
ment by imposing a land tax or otherwise is bound to create the greatest com­
motion and evoke tremendous agitation among all classes of people. If such 
a solemn pledge is broken, the people in general are sure to lose faith in all 
professions of Government and the inevitable result of such policy will be that 
chaos and uncertainty, instead of order and justice, will be associated with the 
administration of the Government, and its disastrous consequences may better 
b~ imagined than described. 

When the permanent settlement was made, the Government made the best 
.possible bargain with the zamindars who on the faith of the permanency and 
fixity of the revenue demand. then pledged under the law, were induced to 
speno very large amounts of funds on reclamation, improvement, etc., of the 
land, and for some years, following the settlelnent, they lost hea>ily on that 
account. The condition of the tenants has greatly improved on account of the 
permanent settlement, as it has given them fixity of tenancy and rent. On 
account of the rise in prices of all commodities and necessities of life, condition 
of zamindars has become highly worse. Many of them are highly indebtP-<1 
and large numbers of the estates have changed, and are changing, hands, 
because the rents they receive from their tenants being mostly in cash are 
generally fi_-.;:ed in a way. Thus they receive from them generally the same 
amount of rent as in pre-war days, although their expenses have increased 
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fourfold. The zamindars have always been pio~eers in spread of education, 
medical rlllief and such other beneficent works and have always taken the lea-l!! 
in all movem~nts intended to promote the welfare- of the public. ·They are 
thus valuable assets both for the Government· and the country, and at the time· 
of the last Great European War rendered splendid services by marked contri­
bution both in money and men. The zamindars' resom·ces are thus already 
heavily taxed in various ways and any further burden imposed upon them 
would simply paralyze this law abiding and loyal class. As said above, the 
zamindars are maintaining and helping schools, colleges, hospitals, alms­
houses, orphanages, etc., and thus they are making the best use of what 
little saving they anyhow make out at these hard times. They remit large· 
amounts of arrears of rent to their tenants every year and help them in vari­
ous ways. Under the circumstances, the zamindars deserve help at the present. 

. time rather than curtailment of their limited income which is the fruit of the 
honest labour of their predecessors. It would certainly be a breach of faith, 
and sacred pledge of the Permanent Settlement law, if any land tax is imposedl 
aguinst which this Committee enters strong and emphatic protest. 

This Committee further opposes the proposal of death duty and increase in 
income-tax because the former is quite unjustifiable, while the latter would 
prove a ruinous burden, as the limit of taxation in the matter of incom!)-tax 
has already been exceeded. 

!he Committee begs to point out that there is no objection in taxing the 
art1eles of luxury, such as tobacco and in increasing duty on such articles oil 
luxury as cigarettes, foreign spirit, etc. 

16th March 1925. 
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The Hon'ble Sardar JooENDRA SINGH. 
Dr. R. P. PARANJI>YE. 

Professor .J. C. DASS GUPTA, M.A., Professor of Econ·o~ics,. 
Knshnath College, Berhampore, was examined. 

W1·itten memorandum of Prof. Dass Gupta. 

Qs. 1-9.-~he burden of taxation can only be judged with reference t th . 
taxable capacity of the people. Sir Josiah Stamp brings out cle 1 ·

0 
h'e. 

book on. 'Wealtl~ and Taxabl.e Cnp.acity' that estimates of the ~~:~t ~~.; 
the natiOnal capital, the natiOnal Income and the way in wh' h th 
distr 'b t 1 t' 1 1' · · ' Ic ey are· . I u ec ~re essen m pre unmaries to any consideration of taxable ca a-
City. . The difference ?etwe~n the total quantity of production and the t!tal' 
quantity of consumptiOn gives us the measure of the taxabl · · f t It · h f 1 - e capacity o a 
?oun ry. IS t ~s e t that a census of production for the whole of India· 
~s of f~mdamental Importance for any enquiry into the incidence f t t' . m Indta. . o axa IOn 

Stn tistics of area and yield of the principal crops · I l' · 
probably for tea and cotton, admittedly faulty and they ~~nn~~ It arih ebce~t· 
of any accurate est,imate of the wealth of the countr. I a· orm e asis­
money quite lavishly on Committees and Commissions an1' then q~~s:fo:n~f !~~ 
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should not stand in the way of an enquiry of such great importance to the 
-economic life of the nation. 

No great reliance can be placed on the existing estimates of wealth and 
ineome of India (Annexure B) based as they are on unreliable statistics· but 
taking them as they are (especially the pre-war figures) they show th~t it 
should not be fair to compare the incidence of taxation in India with that of 
other countries without a proper determination of the taxable capacity of the 
people. 

Statistics, howe..-er perfected, soon get antiquated; I should th<>refore 
think that legislation of the type proposed in question No. 6 of the Question: 
naire is desirable. Such statistics will serre as useful indicators of our relative 
economic prosperity or otherwise e..-<>n if they are of no great direet importance 
for· an estimate of the incidence of taxation. 

Qs. 18-15.-" The public financier " ol•serves Prof. Ely " in adjusting the 
charges must not look to profit. His only aim is the Salus Populi and this 
policy requires here a prohibitive price, there a cost price and ~gain free 
serrice." But whenever a charge higher than cost price is taken, an element 
of taxation may be said to exist. 

In a country like India where the mobility of labour is relatively ..-ery 
small it is essential that travelling expenses at least for third class passengers 
should be kept at as low a level as possible. Travelling expenses paid by poor 
people should not thus ordinarily yield any revenues to the Government. Post 
Office serrices and Cinchona similarly are so important for middle and poor 
class people that ordinarily no revenues should be derived from these. Tele­
graphs, telephones and travelling expenses paid by higher class passengers 
belong to a different category of serrices; upon these high rates containing 
element of taxation may, with advantage, be leried. 

If the Go..-ernment leaves exchange to find its own level and gives up all 
attempts to stabilise the rupee in terms of foreign currencies, profits on 
coinage or exchange should be regarded as involving taxation. If, on the 
other hand, Government builds up reserves and utilizes such profits for the 
maintenance of exchange it would be an error to regard such profit as taxes. 

Charges for water should, in a country like India where 71 per cent of 
the population depend on agriculture and where the agriculturists are mostly 
..-ery poor, cover only the cost of supply including, of course, the interest on 
capital invested. 

Qs. 21-25 and 50.-A tax may be regarded as voluntarily paid only when a 
man has the power to choose " how far he will use the commodity which is 
taxed." Taxes, for instance, such as those paid on tobacco, intoxicating 
liquors, bicycles, horses, carriages, motor cars, entertainments and betting may 
to a great extent be regarded as ..-oluntarily paid. But in so far as such taxes 
are leried on articles of necessity, such as· those on land, salt, cloth,_ kerosene, 
matches and sugar, it would be absurd to speak of such taxes as bemg volun­
tarily paid. 

It is important to emphasise here what has been pointed out in question 
No. 50, t·iz., that the progressive principle should, as far as praeticable, be 
applied to such indirect taxation. This will relie..-e the burden on the com­
paratively poorer sections of the community. 

A distinction should for such purposes be drawn between higher and infe­
rio:r: grades of goods. 

Q. 26.-The tax system of India instead of being progressive was in_ pre­
war times highly regressi..-e in character, the richer classes did not contribute 
anything like their proper share ~o state expenditure. Th~nks to the war, 
it has ushered in an era of reforms m our tax system. War time changes have 
certainly made the Indian system of taxation more equitable than before but 
much remains still to be done. 

A glance at Annexure E (Q. 33) makes it abundan~ly pla!n that e..-en no~ 
persons with incomes between £1,000 and £100,~ m India do not contn­
bute sufficiently to the public fund, judged by foreign standards. 
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On the other hand, the burden on the poor and middle classes of population 
is disproportionately heavy. They bear the bulk of the burden of such taxes 
as those on land, salt, cloth, excise, matches, sugar and kerosene. They con­
tribute a large part of the revenues derived from railways, irrigation works 
and post office. The dread in the minds of the people that the findings of the 
present Taxation Enquiry Committee will lead to the imposition of heavier 
burdens on the voiceless, half-fed and ill-fed portions of people is thus not 
entirely unnatural. The anomalies of the system will be clear if we remember 
that while poor and heavily indebted agriculturists pay taxes on their agri­
cultural income, people who are much better off (c./. the money-lender) are 
often let off without any direct income-tax payments. 

A forward policy in respect of education, sanitation, irrigation and indus­
trial development is being urged on the Government and there can be little 
doubt that the inevitable accompaniment of greater State activity in these 
departments will be larger State expenditure. To obtain the necessary reve­
nues, the present level of taxation will have not only to be kept up but also 
t.o be raised higher. Should such increased revenues be necessary, equity in 
taxation demands that taxes taken from different classes should, as far as 
practicable, be proportionate to their abilities. This will imply a thorough 
reform of most of our old taxes, e.g., income-tax, land revenue and salt tax, 
as also the imposition of new ones. 

To turn now to the question of reforms:-
Qs. 33-43.-First, with reference to income-tax some of the following 

features may be profitably introduced:~ 
(a) Having regard to the fact that the payer of land revenue enjoys no 

exemptions it is proper to reduce the Indian exemption limit to Rs. 1,000 as 
in 1903. (Q. 40). 

(b) Agricultural incomes beyond a certain limit should be taxed in the 
same manner as industrial and commercial incomes (Q. 39). 

(c) The Indian super-tax on Companies should be reimposed in a milder 
form; small ?usinesses ~ay b.e exempted, a standard rate_ of profit (say 12! per 
cent on cap1tal) may hkew1se be exempted and finally deductions may be 
made for repairs, renewals, etc. (Q. 37). · 

(d) A distinction should be drawn between earned incomes and unearned 
incomes and former types should be subjected to taxation at a lower rate than 
the latter ones. (Q. 35). 

(e) The present scheme of graduation is unduly hard upon the middle class 
people in India. Relief should be given to such people by means of allow­
ances which prevail in England and elsewhere, e.g., 

(i) Deductions should be made for the maintenance and education of 
children. 

(ii) Provido:nt fund contributions should in all cases be exempt from 
taxat10n (not as now of only those who are in Government 
employ). 

(iii) A certain part of the income (varying with different professions) 
may be exempted from tax. 

(/) The empl~yment of non-o~cial assessors and commissioners is likely to 
reduce cases of mcome-tax evaswn (Q. 43). 

Qs. 51-59.-To com.e next to the question of salt tax: it may be admitted 
as h.as been suggested m questions ~os .. 51 and 52 that " it would be difficult to 
dev1~e ~~y o~her duty of general m01dence less oppressive and less open to 
evaswn.. "~en we remember, .however, that the average earnings of poor 
~eople m I nd1a are extre~ely low and t~at increases in salt duty have in­
' ar~ably affected c~msumptwn adve~sely, 1t becomes clear that salt duty in 
India, thou~h nom1nally not much higher than in some countries, is relative! 
a very hea,y burden on the poor. If the duty on salt has to· be ret · d y 
account of the financial exigencies of the State the duty should b a~ne t 0~ 
ns low a level as possible. · e ep a. 
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It may be added in this connection that the suggestion contained in ques­
-tion No. 59 seems to be eminently desirable. 

Qs. 61 and 62.-To turn next to the question of Excise on liquors: no great 
.harm can arise from the occasional pint of a rich man but increase in the 
.consumption by poor people who cannot alford a satisfyi~g meal implies a real 
.dan~er to the_ future well-being of t~e coun~ry. The proposals of the Bombay 
ExciSe Comnuttee deserre your spemal consideration. (Q. 62). 

We come next to the important question of Land Revenue (Qs. 96-101): 

_ Qs. 96-101.-Holdings in India are notoriously uneconomic; the cultivator 
has, therefore, often to supplement his small agricultural income by work 
elsewhere. The cultil·ator, no matter how small his holding is, must pay the 
land tax. This is so because land is regarded as an absolute index of the 
-ability of the culti-.--ator to pay and no account is taken of the real net income 
·of the cultivator (i.e., of his ability to contribute) (Q. 98). 

The prosperity of the cultivator depends certainly on very many factors 
.and moderation in land re-.--enne assessment is but one such factor (Q. 97). 

It may, however, be pointed out that a tax of 60 to 70 11.er cent acts as a 
-crushing burden on the agricultural industry. It blocks all possibilities of 
. .agricultural improvement and greatly reduces the staying power of the culti­
vator. 

In a co~ntry like India where agriculture is the predominant industry, it 
is of fundamental importance for the State to follow a policy which will pro­
mote the economic well-being of the cultivating classes. It is well to realise 

-clearly a fact often forgotten, that extreme poverty of the agriculturists is 
oonnd to react unfa-.--ourably on the revenues of the country. The granting 
-of exemptions in fa-.--our of agricultural incomes as in the case of incomes 
-derived from other sources seems, therefore, to be a much-needed improve-
ment (Q. 100). This may lead to fractionisation of holdings in a few cases, but 
as holdings in India are mostly very small, the danger on this ground is more 
imaginary than real. If small farmers are kept out of the net of taxation, 
"'the ascertainment of the income of the bigger farmers should not be very 
-difficult. To simplify the tax officers' work, well-to-do farmers might be re­
quired as elsewhere to keep accounts in a standard form (Q. 100). 

Cultivators are often found to own plots of land in very different localities 
-and this as is well known, often stands in the way of scientific cultivation. 
It has tberefore been urged that co-operative agricultural societies might be 
~o~ioned to' make arrangements for certain very desirable mutations. 
Under the circumstances it would be undesirable to impose taxes on mutations 
-of land (Q. 101). 

To come finally to taxes not at present levied jn India but which might be 
;profitably utilised. 

Qs. 119-120, ~9 and 87.-----Should the necessities of State expenditure require 
.:a great amount of revenue, excise duties might be levied on:-

(1) Aerated waters 
(2) Candles 
(3) Cigarette papers 
(4) Perfumery 
(5) Patent medicines 
-6) Playing cards and 
t·,) JIIanufactured tobacco, biris and snnlf (Q. 49). 

_.faxes might be imposed further on­
( a) Precious stones 
(b) Ornaments 
(c) Betting. 
{d) Bicycles 
{e) Entertainmenb' 
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'(f} Horses, carriages, motor cars, and 
(g) Telegrams and telephones. (Q. 87). 

A universal income-tax with liberal allowances, though in many ways 
"highly desirable, does not seem to be within the range of pr!l-ctical politics. 
Income-tax statistics prove beyond doubt the general poverty of the masses of 
the people. (Q. 120). 

Professor Vakil's suggestion of a flat ma!riage duty of Re .. ) is likely. to 
:lead to hardship and will be by no means eq:'utable. P~oposal (m} of question 
No. 120 of a tax on dowries to vary accordmg to the s1ze of the dowry seems 

oto be much more reasonable. 
Qs. 137 a~d 138.-The desirability of a tax on high agricultural incomes has 

-already been mentioned. It remains to add that jnheritance duties are be­
coming increasingly popular in every country and that they might be imposed 
in India also on estates worth more than Rs. 5,000. 

A combination of the three methods suggested in question No. 138 with em­
phasis on the last seems to be appropriate to the circumstances of India. 

Professor Dass Gupta gave oral evidence as follows :-

The President. Q.-You are the Professor of Economics at Krish:ilath 
College, Berhampore? 

A.-Yes, Sir. 
Q.-You say that the difference between the total quantity of production 

and the total quantity of consumption gives the measure of the taxable capa­
.city of a country? 

A.-Yes. 
·Q.-Do you exclude services? 
,4 .-To a large extent. 
Q.-Do you follow Professors Shah and Khambata in excluding them' 

:alto.~ether i' 
A.-Yes, b.ecause it is not easily possible to put a money value on these 

:services. 
Q.-Do you think a doctor has any difficulty in putting a 'money value 

..on his services when he treats you? 
4 .-The individual valuation may not be difficult. 
Q.-Then we will take up questions Nos. 13 to 15, where we come to 

-'the question of Government commercial or semi-commercial undertakings. 
You note that Professor Ely says that you may have a prohibitive cost a cost 
-price or a free price, but is there no intermediate price between prohibitive 
_price and cost price? 

A.-Yes, there is, e.g., when commercial prices are charged. 
'Q.-You consider that no revenue should be derived from cinchona? 
A .-Yes, .fqr 1> malarial country like Bengal at least very little if any, 

,protit should .be derived from cinchona. ' ' 
.(!.-It should be sold at cost price? Then what would be the effect of it 

•would it not be competing with private enterprise? ' 
. A .-Poor people genera_lly get their quinine from the Post Offices and the 

,private suppliers are not hkely to suffer from any competition. 

Q.-8uppose the <;:Jovernn;tent gave ail: unlimited supply through the Post 
·Offices, wh!le there IS a private supplymg agency which also supplies the 
manufactured quinine~ wo'!ld it not be. likely th~t Government would destroy 

:the trade of the chem1sts m that partiCular artiCle? 

A.-lt might injure the chemists, only in that particular article· I hold 
.theref.GI:e, .that sale at cost price is desirable. ' ' 

G 
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Q.-.Again with regard to water-rates, you say that the rates should onl3 
cover the cost of supply? 

A.-Yes, including the interest on capital invested. 
Q.-But is not the feature of the water-rate that you are using the capital 

derived from the general body of tax-payers for the benefit of a comparatively 
small number of persons? 

A.-Not a small number of persons; there are a large number of them. 
Q.-But a particular water scheme would benefit only the people living 

very near the irrigation scheme? 
A.-Irrigation schemes are being multiplied now-a-days and they nre 

likely to increase in future. So more people will be benefited by them. 
Sir Percy Thompson. Q.-They won't all be benefited, will they? Should 

l'OU charge the people who are not benefited? 
Jl.-Yes, because agricultural prosperity indirectly benefits all people. 
The President. Q.-Don't you think that people who are deriving theo 

benefit from a particular water scheme and derive profit from it, ought to 
pay more than what you have put down? 

A.-No, nothing more than the cost of supply, including the interest on 
capital and other necessary charges of a running concern. 

Q.-Should not the Government charge as for a commercial commodity? 
A.-No; irrigation projects have, to a large extent, been constructed to 

mitigate the rigours of famine, and in the interests of poor agriculturists. 
The Maharajadhiraja Bahadur of Burdwan. Q.-Can you point out to me 

which schemes in Bengal were really started to mitigate famine? With the 
olXCeption of one or two you will find that there are no such actual irrigation 
projects which were constructed for the mitigation of famine, as you will 
find in the. ;E'unjab. Therefore, what the President and Sir Percy Thompson 
llave in mind is, whether or not in these areas, where you have these irriga­
tion schemes, and people are deriving profit out of them, they should pay a 
betterment tax. 

A.-No, because they pay a betterment tax by way of increased land 
revenue. 

lJr. Paranjpye. Q.-When they do not pay increased land revenue owing 
to the permanent settlement, don't you think that there is every reason for 
Government to consider the possibilities of a betterment tax where it is 
possible, as in an irrigation scheme? 

A .-In Beng'll probably it might be imposed. 
The President. Q.-Do you think the Government would be justified in 

doing so? 
A.-Yes, in Bengal. 
Sir Percy Thompson. Q.-Is not the fact that in temporarily-settled 

areas, Government can get only 50 per cent of the increase? 
A.-But we often find it mentioned that the Saharan pur rules are not acted 

upon, and that people have been paying more than 50 per cent of the net 
assets. 

Q.-Is it true? 
A.-To disprove it, you must make an economic investigation. 
The President. Q.-Can you tell us any place where the land revenue 

exceeds 50 per cent? 
A.-I am afraid I am not sufficiently familiar with the conditions of 

Northern India to tell you this. 
Q.-You say there was one good result of the war, that it has altered 

the general incidence of taxation, but you still require more reforms? 
A.-Yes. 
Sir Percy Thompson. Q.-You say that the first reform with reference 

to income-tax should be to reduce the Indian exemption limit to Rs. 1,000. 
What has the analogy of land revenue got to do with this? 
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A..-My point is this. That poor agricultrists are very heavily taxed, 
but the middle class people or rich people,-(people with a thou~and rupees 
inc~me might be considered middle class here)-l';lay be more highly taxed 
whilo the agriculturists should be relieved of a portion of the burden on them. 

Q.--Do you regard land revenue as a tax and not a rent? 
A.-Yes, it is a tax on agricultural incomes and I think, it should be 

definitely classed as a tax. 
Q.-With regard to the reduction of the income-tax limit of Rs. 2,000, if it 

was found that the increase in the yield would be very small and the cost of 
collection involving the enlargement of the income-tax machine would be 
very large, would you still say that the limit should be lowered? 

A .-But income-tax used to be levied on an income of a thousand rupees 
before 1919. 

Q.-Was it levied in a very efficient manner? 
A.-You know that best, but if you have, as you have now, elaborate 

income-tax return forms, I think, there will be small possibility of evasion. 
Q.-But if you had to provide, in order to get a fairly close collection, a 

very big income-tax machinery, at least double that of the present, would it 
be worth while? 

.{.-Certainly not. 
Q.-As .a matter of fact, we were told in the Punjab that if you reduce 

the exemption limit to a thousand rupees you may have just double the. 
number of income-tax payers and still the additional yield of revenue would 
be very small . 

. 4.._:_If the cost of collection eats up the whole amount of yield, I will not 
advocate it. 

').-1 do not say the whole amount, but it will eat up a very large pro­
portion. 

A .-It should be decided by administrative experts whether from tho 
cost of collection point of view it is worth while to reduce the exemptiou 
limit. I am only speaking from a theoretical point of view. 

Q.-Then, you say that agricultural incomes beyond a certain limit 
should be taxed in the same manner as industrial and commercial incomes. 
I am surprised you say that, for if you think land revenue is a tax, why 
should a man pay a further tax? 

A.-He should, because the tax has been, in many cases, extinguished. 
I am referring here particularly to Bengal. Bengal has got a permanent 
settlement, and the question of the Bengal landholder certainly stands on a 
different footing from that of others. 

Q.-Then you mean that you would apply this income-tax to the large 
incomes of Bengal and not apply it elsewhere where there is a temporary 
settlement~ 

. .J..-I should think so. 
Q.-Then surely if you put a differential tax on Bengal that would be 

simply going back on the permanent settlement. ' 
A.-The permanent settlement can hardly be pleaded as a bar against the 

imposition of new general taxes. . 

Q.-Ho~ do you j~stify that if you have it only in Bengal? You make in 
a rhfferenttal tax, whwh would mean a tax in consideration of the fact that 
there is permanent settlement. Surely, it will amount to another way of 
increasing the land revenue by the back door. 

A.-Justifiable or not, the exigencies of Bengal revenue would requira thin 
reform sooner or later. 

Q.-~ave you considere~ the practical difficu~ties in charging a tax on till' 
profits m exce~s of a certam percentage on capital? How are you going to 
get at tha capital? 

G2 
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· A.-I think the capital of most of the joint st-ock companies can be easily 
ascertained. · 

Q.-No. Supposing I form a company with a capital of a hundred thou­
. sand rupees, there is no reason why I should not "put the nominal capital 
at any figure I like, say, a million rupees. Surely, if you have a tax on 
profits in excess.. of 12! per cent on the capital, people will water capital. 

A.-The GO'I·ernment could devise means to stop the watering of the 
capital in that way. 1 

Q.-This is one of the reasons why it was found in the United Kingdom 
. and United States of America one of the most difficult things which was ever 
tried. That was the main reason why it was abandoned in America. 

A.-Did not the excess profits duty yield a very large amount during 
the war? 

Q.-It did. But not necessarily from the companies. The main difficulty 
was to ascer.ain the real capital of the company. 

Dr. Paranipye. Q.-That would be solved if you take the paid-up capital 
of the company? 

A.-Yes, I think that would simplify the problem. 
Sir Percy Thompson. Q.-But why do you consider there is a ground-at 

all for a differential rate on the profits of companies? Why should companies 
he (·harged more than the individual? 

A.-Because the companies enjoy more privileges than the private indivi­
. duab. 

Q.-What privileges do they enjoy? 
A.-The privileges of the companies have been put down in the Indian 

.Companies Act. 
Q.-But they have the corresponding liabilities such as that of publishing: 

balance sl:eets, ete. 
Dr. Paranjpye.-They have the advantage of limited liability. 
Sir Percy Thompson. Q.-On the other hand, it restricts their credit pro-' 

tanto. 
A.-Similarly their liabilities are restricted. 
Q.-In your answer, sub-paragraph (d), on page 187, you say that a dis­

tinction should be drawn between earned incomes and unearned incomes, and 
that the former type should be subjected to taxation at a lower rate than the· 
latter. I think most people would agree with you in theory at any rate, but 
is there a sufficient amount of unearned income in India to make it worth. 
w~? , 

A.-About the total quantity of assessable unearned income, I cannot tell 
you, but in India people paying income-tax feel that they have to pay income­
tax on every pie they earn. If one-tenth of the assessable income were left. 
free, there would be less hardship on the middle class people. 

Q.-Don't you think it pedantic to do this when the vast amount of­
unearned incomes is not taxed at all, namely, agricultural rent? 

A .-I believe unearned incomes should be :taxed wherever possible and. 
for the earned incomes you should grant certain exemptions. 

Q.-I thought you were going to apply that only in the case of Bengal, as. 
it has .got a permanent settlement;. 
. A.-Indeed, the Bengal landlords may be more justly taxed than those­

elsewhere. 
Q.-You· mean to say that you are going t.o subject the Bengal landlords to 

income-tax; are you going to subject all the landlords or only the Bengal" 
landlords? 

A.-They should pay, wherever it can be shown that there is a large amount 
of unearned increment. 

Q.-But on your own showing it is already taxed to the extent of 50 per· 
cent by means of land revenue. What you said first was that you will tax: 
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only the Bengal landlords, now you say that you ·will. tax all. Wha~ justi· 
fwation is there to subject those rents to further taxation by way of mcome­
tax when they are already subjected to 50 per cent by way of land revenue.P 

.4 .-When the agricultural income is small as in the case of poor agri­
culturists such incomes might be exempted from any further taxation, but 
I do not plead for exemption in favour of high agricultural incomes. 

Q.-I am not considering him .at all, but I am considering. the landl~rd 
in tbc United Provinces with a rent roll of a lakh of rupees. Are you gomg 
to tax him or not P 

.4 .-I think he should also be taxed. 
Q.-How do you justify that when he is already taxed by the way of 50 per 

cent land revenue? 
.4.-There is often a large amount of unearned increment between one 

settlement and another. Further, it is not always that the landlord is taxed 
to the extent of 50 per c.ent. Unless one can show that there is a considerable 
amount of unearned agricultural income, I believe, there· is no ground for 
taxation at all. · 

'l'he President: Q.-Your position is that landlords' rents are unearned 
incomes and that they have enjoyed continuously increasing income? 

1L-Yes. 
Si·r Percy Thompson. Q.-But what I say is that you have already taxed 

it by means of land revenue at 50 per cent. 
The President. Q.-Particularly in the case of landlords it does not 

amount to 50 per cent. 
A.-Yes. 
Hir Percy Thompson. Q.-What I understood from you was that you 

advocated a tax on agricultural incomes only in Bengal due to the permanent 
settlement, and not elsewhere. Now, is the rate of land revenue which is 
applied to rent different to the rate of land revenue which is applied to 'raiyat­
wari lands? 

A.-I believe raiyatwari lands pay relatively higher amount of land 
revenue. 

Q.-Then with regard to No. (iii) under (e) on page 187, you say that a 
certain part of the income may be exempted from tax. Why varying with 
different professions? 

A .-That occurred to me when I was reading your annexure where I 
found i.n France they have different rates of exemptions for people of different 
professiOns. In Jfrance they have different rates of exemptions. The English 
syst<lm of exemptmg one-tenth of the earned income from taxation is simpler. 

The President. Q.-You are thinking of the schedular taxes in France 
which are taxes at different rates? 

A.-Yes. 
Q.-You find that increases in salt duty have invariably affected consump-

tion adversely; have you any figures to demonstrate that? · 
A.-I found figures illustrating that point in Professor Vakil's book. 
(J.-You have nothing more than that? 
A.-No. 
Q.-On t~e questio;n of excise, you suggest that the proposals of the 

B<?mbay Exctse Comnuttee deserve the special consideration of this Com­
mittee; but would you recommend the application of those proposals ttJ 
Bengal? 

A.-Yes, specially, the entertainments tax, and the tax on betting. 
Q.-You are in favour of succession duty? 
A.-Yes. 
Q.-A totalizator duty; that is a betting taxP 
A.-Yes. 
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Q.-How would you apply the taxation of futures? 
A.-I am afraid I am not in position to say anything off-hand on that. 
Q.-Do you recommend an increase in the local fund cess in Bengal? 
,1.-If the allotment is given over to local authorities. 
Q.-This is to replace the excise which is a provincial source of revenue. 
A.-I should not recommend it if the realizations are given over to Go>ern-

ment. 
Q.-You recommend a tobacco tax? 
.·L-Yes. 
Q.-Would you recommend the employee tax, transit tax, and terminal 

tax? 
A.-No. 
Q..-Then you reject most of the proposal&: of the Bombay Excise Com­

mittee? 
A.--Out of eight proposed I am specially in favour of four, viz., the 

entertainments tax, the betting tax, death duties and tobacco tax. 

Q.-Do you think these four between them would replace the Bengal excise 
revenue? 

A.-Professor ShliTas in his book says that in New South ·wales with a 
population of nearly 2 millions, so much as £600,000 was realized from the 
betting tax alone. Entertainment tax yielded an income of Rs. 9! lakhs in 
Bombay. 

Q.-Presumably a large number of these 2 millions betted. Would the 
proportion of betting men to the population of Bengal be the same as it is 
in the case of New South Wales? 

·L-It is very largely on the increase in Bengal. 
Dr. Paranjpye. Q.-In Bengal, I suppose there is racing only in Calcutta 

and nowhere else . 

. 4 .-Yes; racing takes place only in big towns. 
The President. Q.-Wonld it be possible to realize a tax that would 

amount. to something over a crore of rupees? 

A.-I have proposed four taxes; if the yield is insufficient, other taxes 
might be imposed. 

Q.--Can you tell us what the excise revenue of Bengal is? 
A.-No, not exactly, off-hand. 
Q.-You have not thought out what you are going to realize from the four 

taxes you recommend? 
A.-I believe the four taxes might make up a considerable part of the loss 

caused by the abolition of one. If facts show otherwise, other taxes might be 
imposed. 

The Maharajadhiraja Bahadur of Burdwan. Q.-You say that holdings in 
India are notoriously uneconomic. When you wrote that, did you have the 
holdings in Bengal in mind or those in other parts of India? 

.~.-I had the holdings in other parts of India especially in mind. 
Q.-Why ? You belong to Bengal. 
A.-As Professor of Economics, I have to deal with holdings all over India. 
Q.-Are the holdings in your province economic? 
A.-In my province aiso, most of the holdings are not economic. 
Q.-Therefore, you say that the cultivator has to supplement his small 

agricultural income by work elsewhere? 
A.-Yes. 
Q.-You point out that a tax of 60 to 70 per cent acts as a crushing 

burdPn on the agricultural industry. Can you give us an instance in Bengal 
where the tux on land is so much as 60 to 70 per cent? 
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A..-In Bengal we have the permanent settlement. 
fJ.-In the original permanent settlement it is possible that the biggest 

zamindar paid that. Can you tell us an instance where the tax is 60 to 70 · 
per cent? We have been told that in other places it does not come to more 
than 45 per cent. The actual tenant pays not infrequently a rent as high as 
that even in Bengal. 

A .-'Professor Kale holds that this is so even in Madras and Bombay. (Of. 
page 529, Kale's Indian Economics.) 

Q.-Your information is borrowed. You have no actual knowledge whethet· · 
the tax is actually 60 to 70 per cent? 

A.-Yes, I have not personally verified the figure. 

Q.-You say that the granting of exemptions in favour of agricultural 
incomes as in the case of incomes derived from other sources seems to be a 
much-needed improvemen'll. What kind of exemptions do you propose? Is 
it your idea that in the case of land revenue, as in the case of income-tax, 
nobody getting below a certain figure should pay land l'G-:""nue? 

1!.-Yes. 

Q.-A man should enjoy land without paying any tax? 
A.-Yes. 
·1'he President. Q.-Have you seen the Punjab Money-Ienders' Registra­

tion Bill? It was introduced by a non-ofli.cial member and in the Statement· 
of Objects and Reasons on that Bill, he has said that the value of land is 
30 times the land revenue paid on it. 

A.-That is so; but not necessarily because of high agricultural yield. 

Sir Percy Thompson. Q.-The tax of 60 per cent to 70 per cent you . 
refer to is on his surplus? 

/L-Yes. 
Q.-What is rent? 
·!.-Rent is the surplus over the cost of production. 
Q.-In most countries land pays rent? 
A -Yes. 
Q.-How do you suggest that when a landowner takes 100 per cent of· 

the surplus, it is not a crushing burden on the agricultural industry, but · 
when the State takes 60 to 70 per cent, it is a crushing burden? ~ 

.1.-The burden would be intolerable even if landlords were tn take as 
much as 100 per cent. 

Q.-They do so all the world over. 
;1.-At least in Bengal they cannot do so. 
Q.-Here in India the tenant is much better off than he is in most coun­

tries where rent is not in any way controlled. But in most countries the 
landlord takes 100 per cent of the surplus, and it is not called a crushing 
burden; why is it a crushing burden here when the State takes 60 to 70 per 
cent? 

.4.-The average income here is very low. The ability to contribute to 
taxes depends on the taxable capacity of the cultivator. · 

Q.-It has nothing to do with it. Rent is a charge for the use of the 
land and, so long as it is less than 100 per cent of the surplus, it is what 
everybody pays all the world over. 

d.-In Bengal the Government has not seem it fit 'to impose the tax at 
that high rate. 

q.-Tlu~t only goe~ to show that becaus.e ~ents are controlled in Bengal, the 
cultivator Ill Bengalis better off than he Is m other countries where the land­
lord takes 100 per cent on the surplus. 

,,-It is not always a surplus, because cultivators in India are mostly 
in a condition of indebtedness. 
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Q.-A surplus is a surplus quite irrespective of the conditions of the culti­
vator. If you take a person who holds a piece of land and if you are going 
to make revenue an income-tax, it is quite a different matter; but land 
revenue as such is simply a certain proportion of the surplus and you cannot 
call it a crushing burden in consideration of the fact that in most places 100 
per cent is taken. 

A.-I repeat I cannot look upon it as a tax on a surplus. 
Dr. Paranjpye. Q.-You make a remark that land revenue blocks all 

possibilities of agricultural improvements. Do you know that according to 
the settlement rules improvements are not taken into account in regulating 
the assessment? 

A.-That is so, but all the same, iand revenue assessment is made on 
executive authority and there is no appeal against the decision of the execu­
tive officers. 

The President. Q.-Are you not aware of the fact that thousands of 
appeals are filed against the Settlement Officer's orders? 

A.-Where an enhancement of land revenue is made by a Settlement Officer, 
there is no appeal. · 

Q.-I can show you that there are thousands of appeals. 
A.-True, appeals may be made to a higher Settlement Official, or finally, 

to the Board of Revenue; but appeals are not heard by any independent 
body. 

Q.-Whom will you have them heard by? 
A.-By any independent court. 
Q.-You suggest that any appeal to a higher authority in the same depart­

ment precludes the idea of a fair hearing. 
A.-That is my idea. 
Q.--Can you refer us to any system which corresponds to what you recom­

mend in any other country in the world? 

Sir· Percy Thompson. Q.-In the English system you have 700 different 
Boards of unpaid Commissioners who hear Income-tax appeals. They are 
people who are respected by the tax-payers and the latter are willing that 
the appeals should be decided by them. No other country in the world has 
got that; do you suggest that you would get such Boards in India? 

A.-If several people can be got to work as Honorary Magistrates, I do 
not see why people cannot be got to do honorary work for the Income-tax 
Department. 

Q. Do you think that the income-tax payers in this country would be will­
ing that their private affairs, such as their liabilities and incomes, should be 
disclosed to any Board, however constituted? 

A.-There might be some opposition initially, but people would gradually 
get accustomed to them. 

Q.-Do you think that they would liJre that the information they give to 
the income-tax authorities should be passed on to third parties? 

A.-That they should not like such a thing is natural and I believe that is 
the case everywhere; but non-officials might be associated with the Income-tax 
Department in hearing cases of appeal. 

Dr. Paranjpye. Q.-Is there complete satisfaction with the work per­
formed by Honorary Magistrates? 

A.-I do not suppose there is complete satisfaction, but all the same t~ey 
are doing work. I do not want that honorary people should be entrusted With 
the whole work; they might be associated with the people of the department. 

The President. Q.-Would yon describe the hearing of :'ppeals by Rating 
Committees of Municipalities as highly satisfactory and effiCient? 

A.-At least they do not lead to much hardship to the appellant. 
Q.-But do they lead to satisfaction to the revenue? 
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A -I should think so. 
Q:-we have a witness following you (Professor Batheja) who has had 

considerable experience of municipal work. He says that all local assessmen~s 
should be carried out by independent officers under central control. Hill 
experience of such a system is the exact opposite of yours. 

We now come to the excise duties you suggest. You agree t~~t excise 
duties might be levied on aerated :waters, perfumery, patent medwmes and 
manufactured tobacco. Is sufficient use being made of candles to m.ake an 
excise on them worthwhile? · · · . 

A.-My point was that if taxes were imposed on candles t~ey could b~ 
justified, inasmuch they are used to a larger extent by the ncher people 
than by the poorer. 

Q.-Are they used hy a sufficient number to make the tax worthwhile_ 
collecting? 

A.-I have no figures to substantiate it. 
Q.-A tax on precious stones would amount to putting a special tax 011 

goldsmiths and jewellers? 
A.-Yes. 
Q.-You propose a tax on bicycles. Would not that he hard on the lower 

middle class? 
A.-It would mean some hardship, but seeing that poor people are taxed, 

middle class people should not grudge to pay the tax. 
Q.-What sort of a rate would you put on a bicycle? 
A.-A very small rate. 
Q.-Would not the import duties be sufficient? No bicycles are made in 

India, I believe? 
A.-No. 
Q.-You wourd tax telegrams and telephones? 
A.-Some commercial profit might be made from them. 
Q.-Actually the Telegraph Department. is not working at a profit. 
A.-I find that as much as 57 lakhs of rupees was made in the year_1921-22 

hy the Posts and Telegraph Department. 
Q.-Would you increase the charges in order to convert that loss into a 

profit? ' 
A.-Yes ; for telegrams and telephones, the charges must be higher. 
Q.-On telephones, is there not already a royalty levied? 
A.-Yes. -
Q.-Would you put on higher rates in order to increase that royalty? Is 

there not the suggestion that a large number of people have been giving them 
up because the rate was raised above the point of maximum return? 

A.-Yes: I think so. My point is that no r-evenue should ordinarily be 
exp~cted .from such services, hut if any revenue is to be derived from these 
services, It ought to he taken from telephones and telegraphs, rather than 
from postal and money order rates. tc( 

Q.-Then you su~gest a tax on dowries .. How do you ascertain the dowri 
4.-T~ey are things very well kn<;>wn m every locality. The local~ 'ce 

station might he deponded on for the mformation. / 
Q.-You require every. pers<;>n who is marr;ying his daughter to re11:ister 

the am?unt of dowry he IS ginng at the lonal police-station? 1.~ that-your 
suggestiOn? 

A.-Yes. 

Q.-How much per cent would yo"- take of the dowry? 

A.-On any progressive scale which th.,_income-tax experts might fix. 

D,.. Paranjpye. Q.-Would there not be"the tendency to shift the tax to. 
the party that pays the dowry? ~ 
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A.-It might not be so; it might be shifted to the party that recein~s it. 

Q.-Suppose there is a demand for bridegrooms and the bridegroom asks 
a ?owry of Rs. _5,000. Now suppose there is a tax of Rs. 1,000 on the dowry. 

·Will not the bndegroom exact the Rs. 6,000 from the other party? 

A.-He may if the tax is as high as Rs. 1,000. 
Q.-8nppose it is Rs. 200. Would it not be one of the conditions of the 

· negotiations that the tax on the dowry also should be paid by the bride's 
partyP 

A.-Yes, even if the tax be as high as Rs. 200 on Rs. 5,000. Bnt if the 
tax is low, say, only Rs. 10, the tax is not likely to be shifted. 

Q.-Wonld you be in favour of a registration fee on all marriages-a small 
fee for registration .and not a tax on dowries? Because it would also be of 
some service to the parties, in that it would be a definite proof of the mar­
riage for purposes of inheritance and so on. 

A.-A flat duty of a rupee or two would mean a great hardship on the 
poor people. 

Q.-How much do poor people spend on marriages? 
A.-Even the poorest man spends at least Rs. 20 or Rs. 30. 
Q.-Then would a rupee be too much in his case? 
A.-I think it would. 
The Hon'ble Sardar Jogendra Singh. Q.-You have not really any practi­

cal experience of land revenue in your prm-ince or elsewhere, or of income-tax. 
A.-True, I have had little opportunities of studying them from the prac-

tical standpoint. 
Q.-Then your recommendations are purely from a theoretical standpoint? 
A.-Yes, they are mostly based on general principles of taxation. 
Q.-And your idea is that in the matter of land revenue where the holdings 

are small, there should be certain exemptions? 
A.-Yes. 
Q.-And in the case of income-tax, there should be graduations and abate­

ments as in other countries? 
A.-Yes. 
Q.-You would not charge water-rate on comniercial lines? You would 

just make both ends meet? 
A.-Yes. 
Q.-What do you mean by " applying a progressive principle of taxation " 

to land revenue referred to in your answer to questions Nos. 21-25 and 50? 
You say " it is important to emphasise here what has been pointed out in 
question No. 50, viz., that the progressive principle should, as far as practi­
cable, be applied to such indirect taxation ". 

A.-That is, for instance, better kinds of cigarettes should be subject to 
taxation at a higher rate. · 

Q.-Then in answer to question No. 26, you say that the rich people are not 
contributing their share arid so on. Is it your considered opinion that. the 
accumulation of capital in India has gone to such an extent that you could 
tifectively keep on the soper-tax? It is a question of the needs of the 
CODDtry. Yon think there is snflicient accumulation of capital in the country 
to allow whatever wealth there is in the country to be taxed, purely from 
the point of view of the people? From a general knowledge, can you say 
that time has arrived whPn you can, in the interests of the country, impose a 
higher La.>.. ana thus prevent accumulation of capital? 

.1.-Yes, I think the soper-tax should be retained. 
br. l:'aranjpye . . Q.-Your opinion is that it is much better that the wealth 

of the country should he evenly distributed than it should be accumulated in 
the hands of a few who do not 1.-uow how to use it properly? 

A.-Yes. , 
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The Hon'ble Sardar Jogendm Singh. Q.-As to the question of distribu­
tion would you have the wealth to be used as a productive element,. or. 
wcmid you distribute whatever you have and stop the productive work? 

A.-Certainly, you should not attempt such equalisation as would stop all 
production; but all the same, we should aim at a better distribution of wealth. 

Sir Percy Thompson. Q.-Which do you think helps production-capital, 
which is left in the hands of a very rich man or which is taken by way of 
taxation and spent on production? 

A.-I should think that capital spent on production is likely to be more 
remunerative. 

The Hon'ble Sardar Jogend·ra Singh. Q.-In the hands of the Government 
as it is constituted in India or in the hands of private people? Will the 
wealth be more productive in the hands of the Government as constituted at 
present or in the hands of the people? 

A.-In the hands of the people, I should think. 
Q.-Then in answer to questions Nos. 33-43, you say "agricultural 

incomes beyond a certain limit should be taxed in the same manner as indus­
trial and commercial incomes." As Sir Percy Thompson has clearly put it, 
when they are already taxed up to 50 per cent, would you impose another tax 
on them and introduce an inequality in the matter of land? 

A.-I repeat what I said: with regard to Bengal the assessment is not 
as high as 50 per cent, and hence another tax might be imposed. 

Q.-You have no knowledge about other provinces? 
A.-No. 
Q.-In the interests of agriculture, do you think that the rate of taxation 

should be reduced and brought on a level with the other taxes? 
A.-I should think so. 
The President. Q.-In the case of raiyatwari land, is the taxation on 

rent? 
A.-The taxation is probably on rent, but it often tends to encroach on 

the wages of the agriculturists. 
Q.-But is the tax fixed with reference to the rent at all? 
,<1..-It is sometimes so and sometimes not so. Every piece of land does 

not yield economic rent. 
The Ilon'ble Sardar Jogendm Singh. Q.-In the matter of uneconomic 

holdings, you think they should be exempted? 
A.-Yes. 
Sir Percy Thompson. Q.-If they are exempted, will there not be a 

further tendency to fractionise? 
A .-'l'he holdings are so small that it is impossible to fractionise the hold­

ings further. 
The Ilon'ble Sardar Jogena,.a Singh. Q.-You recommend duty on suc­

cession? And your reason .for recommending it is that that you want to meet 
the demands of the St.a te and you cannot think of any other tax which is/ 
equally equitable? 

A.-Yes. 
Q.-Why do you specially ·t:ecommend succession duty? Hav~ you any 

special reasons for that? 
.4 .. -I have no special reasons, save that it will fall on th~ ri~her. classes i~ 

soci~+::v. 

Q .-'Ih" same thing applie. to preclaus stones, ornaments, bicycleB, etc.? 
.'l..-Yes. 

Dr. Paranjpye. Q.-As regards successi~ don't you think it is pre­
eminently a case of unearned increment--a wind}hll_p 

;1.-Yes. 
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·Q._.:And therefore, do~'t you think that the State, if it wants, is entitled 
to take some portion of that amount, even when it means the remission of 
some other more exacting taxes? 

A.-Yes, I shoUld think so. 
The Hon'ble Sardar Jogendra Singh. Q.-Taxes are generally imposed 

which are acceptable to the people; and would any tax that you have recom­
mended, for instance, tax on agricultural incomes, be acceptable to the people? 

A.-That is not the ouly test to apply. 
Q.-Have you considered the general opinion of the people who are going 

to be taxed? 
A.-I see no reason why they should not be acceptable. 
Dr. Paranjpye. Q.-You mean by the rich people or by the common 

people? 
A.-By the common people. 
Q.-You recommend the exemption limit so as to exempt the common 

people? 
A.-Y8S. The common people are already taxed. They pay taxes on so 

many things, for instance, on cloth, iron, sugar, matches, kerosine, salt, etc., 
that the limit of taxation with regard to these people may be said to have 
been reached. · 

Professor H. R. BATHEJA, M.A., Ravenshaw College, Cuttack, 
. was next examined. 

Written memorandum of P-rofessor Batheja. 

Q. 1.-(a) While they are adequate for the purpose of estimating the agri­
cultural wealth of India, they are inadequate for estimating the non-agricul­
tural income of the country and therefore its total wealth. 

(b) They contain no doubt a high degree of error, as the work of collecting 
them is entrusted to careless and inexpert agents, but, being not much more 
inaccurate than other stl>tistics of the Government of India, they can be used 
for rough calculations, if they are complete in other respects. 

Q. 2.-In view of the answer to question No. I, I have no addition to make 
to the list. There is neither enough material nor a proper atmosphere for 
making such an estimate at the present juncture. Whatever the result, it is 
used as a political argument for or against British rule in India. This does not 
seem to me to be the proper scientific spirit in which the problem should be 
approached. All the estimates published. so far seem to labour under this 
vital ·objection. They can not even be compared with each other, as they do 
not refer to the same area and have not even the same object in view. There 
is no agreement as regards methods, and in ~orne cases the same terms do not 
mean the same things, with the result that tho task of following the argu­
ments becomes extremely confusing. R~ferring briefly to the estimates of 
"1-{r. Findlay Shirras and of Messrs. Shah and Khambata in particular, I am 
inc>,;ued to think that the former overestimates the non-agricultural national 
incomb, while the latter underestimates the total income by excluding the 
value of 'orne services and making some deduotions which is not really justi­
fieil. It will take too long to discuss these in detail. 

Q. 8.-1 agree. 

Q. ~.-No useful reform can be carriP<i out wit.hvut incurring some .,,.pense. 
One way of ensuring satisfactory colkct.ion of statistics is to compd revenue, 
dgricultural and police officers re.oponsible for it to devote the same care and 
supervision to it as they do to their other duties. But I am inclined to think 
that their work will always "'main unsatisfactory, as they have not the neces­
sary t.ime and scientific ;uteresfr-unless it is checked by some agency poss<is&­
ing these requisites: 1 would, therefore, suggest that this work of check and 
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·supervision in a particular· locality may be entrusted t~ 'the Professor of ~~o:iio­
-mics of a college situated in that locality, who would perhaps gladly do 1t for. 
a small allowance of Rs. 50 or more a month. Aided as he will be by a society 
of students intimately conversant with the localit:t to which. the statisti~s 
relate he will have means of independent check whwh the ordmary authorl­
ties d~ not possess. If this cheap but efficient system is adopted, the Pro­
•fessor of Economics in a college or university will perform services analogous 
to those discharged by Professors of Chemistry as chemic.al advisers for Local 
Governments. Statistics about family budgets and vtllages may also be 
directly collected by students' societies of colleges under the guidance of the 
Professors of Economics on standard forms supplied by Government. Govern­
ment may encourage its officers to take interest in such societies and might 
·contribute something to their incidental expenses as is done in the case of th'3 
Patna College Chanakya Society, of which I was the President for more than 

·three years. Other Local Governments might well follow the example of the 
Bihar and Orissa Government in this respect. 

Q. 5.-Yes. 
Q. 6.-Yes. 
Q. 7.-The fact that they have been attempted in all countries in recent 

years shows that they have value. They can be used in estimating the burden 
Qf taxation on different classes of the population in a given community, At 
least they give an idea whether there is any margin between production and 
~onsumption, and if so whether it is large or small. But it must be admitted 
that such an inquiry in India has not much more than an academic signifi­
.cance, as, whether the taxable capacity of the masses is niZ or small, or large 
as has been contended by various writers, large sums of money will have to be 
raised for educational and industrial developments if India is to make any 
_progress in the future; and it is unfortunately a fact that a small contribu­
tion from the many poor in India is much more fruitful than a heavy tax on 
:the rich, for the rich in India are not very rich nor large in number. If it 
were a question of building a naval base at Singapore or waging an imperialis­
tic war on our neighbours or maintaining a pampered class of labourers in a 
still higher degree of comfort, the question might demand serious consider­
ation, whether the proposed expenditure will give a proportionate return and 
whether taxation for it beyond a certain limit is justifiable. But in India 
we are faced with the melancholy problem of breaking the vicious circle of a 
'low expenditure ou development and its cause as well as its consequence, 
disease, ignorance and poverty. The circle has to be broken somewhere, and it 
will have to be broken by increasing the expenditure on the educational and 
economic improvenfent of the masses. Believing as I do, that there is not 
much margin between their production and consumption to meet this en­
a,anced expenditure, large, and possibly, unheard of sacrifices on their part 
will be necessary in the near future. It is a price which the country ·will have 
to yay for their imp_rovement. A.t the same time, while calling such an i)l­
·qmr~ largel:y acad~1mc, I do .not ":Ish. to be understood to say that it is entire­
ly w1thout 1mmed1ate practwal s1gmficance. If the taxable capacity of the 
masses is extremely low, as everybody admits, we shall feel it our duty to cur. 
tail all forms of u~productiy-e expenditure, public or private, and try all avail­
~ble means of taxmg the nch before w.e tax the poor. But our requirements 
Ill the matter of development expend1ture are so large, so insistent and so 
urgent, that I do not expect adequate material relief from these sources alone 
Nor _do I th!nk it a practical P.olicy for us to sit with folded hands and d~ 
nothmg unt1l Government carnes out the public demand .fol'. extensive re­
~ren?hment in admi~istrative a_nd military expenditure, for, even if conceded, 
1t will take a long tune to put m effect. Taxation on the rioh will, therefore, 
have to be supylemented by tax.ation on tl~e less fortunate cl1tsses, and if their 
tax.ablo. capac1ty as measur.ed .m money. IS not adequate to bear the burden 
whiCh ~s necessary for thmr Improvement, taxes may have to be levied in 
!abour mstead of money; for though the taxable capacity of India as measured 
·~n ~noney is undo_ubtedly low, it is not denied that measured in labour power 
1t IS large. It IS well known that the Indian agriculturist remains u11 .. 

·employed for the greater part of the year, and therefore, labour taxes while 
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useful to the State will add to national production. Abnormal situations 
require heroic remedies; and if the principle of conscripting labour for cut­
ting the throat of one's neighbour is accepted in war, I faii to see why it should 
not be accepted for saving human misery in peace. There is no reason why 
the campaign against disease, ignorance and poverty should not be carried 
on with the same relentless vigour and fertility of resource as a war of homi­
cide. In determining whether such extraordinary remedies are required, lies 
perhaps the greatest value of an inquiry into the taxable capacity of India as 
measured in money. 

Q. 8.-1 cannot add to the list except that I may mention that as the ex­
President of the Patna College Chana1.-ya Society I know that there are some 
more family budgets in the reports from 1913 to 1923. I have not examined 
all these enquiries and so I cannot say whether they are all reliable, but it is 
certain that those conducted by Government officers without a special scientific 
interest are not so. I do not think they are sufficiently numerous to form the 
basis of an estimate of the incidence of taxation on different classes. Such 
a.n estimate is difficult unless we have a larger and more representative collec­
tiOn of family budgets. We have very few family budgets of the middle and 
upper·classes of the different provinces, and we have not enough budgets even 
for the lower agricultural and working classes. 

Q. 9.-1 should divide the population roughly into six classes according to 
monthly income and habits of consumption. 

(1) The indigent, having a monthly family income of less than Rs. 30 
and living below the efficiency level of su bsistenoo. 

(2) The poor, having a family income varying between Rs. 30 and Rs. 50 
consisting mostly of peasants, artisans and poor Government 
functionaries who manage somehow to exist. 

(3) The lower middle class (corresponding to the lowest section of the 
Bhadralok) having incomes ranging between Rs. 50 and Rs. 150. 

(4) The proper middle class having incomes between Rs. 150 and 
Rs. 400. 

(5) The upper middle class with incomes between Rs. 400 and Rs. 1,250. 
(6) The rich having monthly incomes above Rs. 1,250. 

These classes have recognised standards of consumption and the incidence 
of taxes may be ascertained by noting their effects on the various articles 
which enter into their consumption. It is clear, income tax is paid by the 
last three classes, salt tax mostly by the first three classes, excise and customs 
mostly by the first, second, third and fourth class, local ce!;ses largely by the 
second, third and fourth class, octroi by the first three classes and house tax 
by the last five classes. I am inclined to think that the burden of the present 
system of taxation in India presses heavily on the second and third class and 
least on the last three classes. 

Qs. 10-12.-The distinction between tax and non-tax revenue is not so im­
portant for estimating the total burden of State expenditure as it is generally 
made out to be. Every kind of revenue is a deduction from the national divi­
dend, and to the extent of that deduction, leaves less in the hands of the people 
for meeting their daily wants. The conception of the functions of the State 
varies from time to time and place to place, and the only value of the di~tinc­
tion is to warn us that comparison of one country with another as regards 
taxation and expenditure is fruitless and misleading unless the condition and 
circumstances- of-.the two countries are exactly similar. It is misleading to 
minimise the State's share of the national income by emphasising such an 
artificial distinction. If this is carried far enough, the Russian Soviet Govern­
ment might congratulate its subjects that it levies no tax whatever, since 
everything belongs to it. · 

Q. 18.-A commercial return is necP.ssary as a rough test of the efficiency 
of the nationalised industry, but'it is not a sure test, as a State industry may 
declare a dividend, even though inefficient, if worked under monopoly condi­
tions like those of a railway. In that case the element of tax will appear. 
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· Q. 14.-I think there is an element of taxati~n in all these,. as. the:t lllo 
monopolies and it is well known Government wor~nng of monopolies Is. neither 
economical nor efficient. The whole profit on comage and exchange IS a tax 
on the people. It is a bad tax too, as it falls on all alike ~nd is not graduated 
according to capacity. 

Q. 15 • ...--(b)" I should prefer the third plan if the project has been financed 
out of provincial funds, and the first plan if it has been financed out of. a 
special levy on the locality benefited, collected, as I should prefer, partly m 
cash and partly in local labour. 

Q. 16.-Yes. 50 per cent. In the shape of a betterment tax. 

Q. 18.-Vide answer to question Nos. 10-12. 

Q. 19.-They should be included as we are concerned to find the averag" 
rate of taxation in a given area. 

Q. 20.-No, but I would not use the result for comparison wi~h other ~oca~­
ties. The distinction between a general purpose and a spemfic purpose Is 
nowhere clear and fixed. It varies from place to place and time to time. 
Some people would regard even education and medical relief as specific pur. 
poses. · 

Q. 21.-No. They are no more voluntary than our habitual needs. 

Q. 23.-No. 
Q. 24.-They would impose an economic burden, as human beings, consti­

tuted as they are, cannot refrain from normal entertainments or travelling. 

Q. 25,-We are concerned to find the rate of taxation borne by the average 
citizens. We have no concern with social or religious divisions as such unless 
they coincide with economic divisions. 

Q. 26.-I have not much to add to the generally accepted canons of taxation, 
but I wish to point out that in the peculiar circumstances of India theory 
should not be ridden to death, and these canons will have to be applied with 
qunlifications and modifications suited to her genius and condition. Equity 
is always important, but it may have to give way to considerations of expedi" 
ency, productivity and economy. For instance, octroi or terminal tax is objec­
tionable in certain respects, but, speaking from personal experience, I know 
few municipalities which will consent to replace it by a direct tax; &nd to 
abolish this source of revenue will practically me&n abolition of much expen, 
diture necessary for development. The question of justice can only arise whe~ 
there is choice between alternative sources of revenue. Besides this, other 
considerations peculiar to India will have to be borne in mind. As far as 
possible, no tax should be levied which falls exclusively on a particular com" 
munity, because of its peculiar consumption or social and -religious usage, 
without corresponding taxes on other communities. A tax should be universal 
and not communal in its incidence. It would be obviously inequitable to tax­
inheritance without taxing the large fortunes which some Europeans who 
do not die in India carry away out of the country. Again, waste in India is 
a national danger which is all the more criminal because the country is poor, 
The ta.x system of the country should definitely aim at discouraging certain 
forms of wa~teful expenditure. A tax on unproductive marriage expenditure 
may be justified from this point of view. Incomes arising more from soci;i.I 
conjuncture than from intrinsic ability and disproportionate to the social ser­
vices for which they are a remuneration and which thus partake of the charac­
ter of quasi-rent should be taxed at a higher rate. Instances of such in­
comes are the profits of speculation and the extraordinary -earnings. of some 
pandas, actors, lawyers and doctors who earn more than first ·class professors 
of medicine, jurisprudence and divinity. Finally, taxes should be levied in 
forms most convenient and advantageous to the people. Taxes should not dis­
courage production, but may be even utilised in the present circumstances to 
increase it. Village panchayats and other rural authorities should be en­
courag~d to deve~op their areas by means of ·d~'!s levied partly in money, and 
partly m labour m the slack season. · . 
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Q. £7.-Not necessarily, unless it is imposed in the form of universal 
national service levied at a time of crisis. In normal times expenditure neces-­
sary for efficiency and conventional requirements should be exempted. 

Q. £8.-No. There are many other human interests besides those of money 
which are vested and interested in the welfare of the State. ,. 

Q. 29.-H it is deemed necessary for representatiO'n, it should be direct and' 
take the form of national service of such a character that the humblest and· 
the poorest can render it. 

Q • • '10.-No. Please .,.sfer to question No. 29. Yes. It will not suit India .. 
Q. 81.-Yes. Direct money payments from the lowest classes in India are­

not convenient and impose a much greater burden on them than is intended. 
Q. 82.-Tbese taxes are less objectionable as being more convenient and! 

easier to collect and more suited to the Indian temperament. But they are 
not so equitable as national service. 

Qs. 88 and 8-'.-Yes. To all classes specially to classes above Rs. 5,000 a· 
year.· The gradients above it might well be steeper. Unearned and half 
earned incomes of the class described in question No. 26 and incomes earned illl 
India and spent outside it might well be taxed at a higher rate, 

Q. 85.-Yes. 
Q. 86_.-No. It is desirable also. 
Q. 87.-The privilege argument in India is sufficiently strong to justify the­

continuance of the tax. I have no opinion to offer on the form in which it 
may be collected. 

Q. 88.-Yes, provided the proceeds of income-tax from agricultural resources. 
do not go to the Central Government but to the provinces. The yield from 
this source is likely to be greatest in the permanentlyo£ettled areas. The­
removal of the exemption will to some extent equalise the incidence of land 
revenue throughout India. Land revenue is a transferred head, and it is in 
the fitness of things that all income from land should go to the provinces 
where it is earned. By this means the provinces will have an elastic source 
of revenue which they badly need, and Bihar and Orissa specially will get a. 
much needed relief. 

Q. 89.-I should draw the distinction referred to. 
Q. -'0.-I should retain the present limit, as the lower classes are taxed much. 

more in other ways than the richer classes. I should give a similar but small­
er exemption to actual cultivators also, as income from land is somewhat differ­
ent from other incomes. This might encourage fragmentation, but for that a. 
separate remedy should be provided. 

Q. 41.-There has been improvement but still there is need for much more •. 
Government servants and employees of companies are at a special disadvant­
age in this respect. Some discrimination might be made in their favour a~ 
in Italy. 

Q. 42.-Jt is desirable but it will create some initial hardship unless, while· 
prescribing a standard form, some concession is shown to indigenous methods. 

Q. -'-1.-Publicity may check frauds on the State, but it may also induce­
vain tax-payers to ruin themselves. At present public opinion is not hostile 
to people ....-ho defraud the public purse. Non-<>flicial Assessors and Commis-­
sioners might prove useful. 

Q. -'4-~Yes; except in abnormal times. 
Q. 45.-(b) Yes. 
Q. 47.-The system of assessment on the three years' average is more equit-­

able as it makeS a greater allo....-ance for losses. 
Q. · -'8.-I agree with the first two quotations. I don't quite endorse the 

view contained in the last quotation as applied to India where great hardship­
may be caused by taxing necessaries in view of the fact that a good portion 
of the population lives below the level of subsistence. 

0. 49.-I should recommend an excise on aerated waters, candles, coffee, 
patent medicines, perfumery, petrol and tobacco. 
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Q. 50.-No. . 
Q. 51.-Yes, but I should very st~ongly stress the words " ~sc':11 necessity"~ 

·\The proper function of a salt tax m thf.\ t~x system of India Is to a:ct a~ a. 
reserve which should be ~rawn upon only m cas~s of extreme necessity hke. 
')Var and abnormal expenditure on development, smce the tax falls even upon 
those who live below the subsistence level and upon cattle necessary for pro-· 
duction. Balancing the budget in peace time is not suc:h a necessity. If it 
is utilised for abnormal development, it is obvious that the proceeds should' 
not go to the Central Government. 

Q.-52.-It all depends on what objects the proceeds of the salt tax. are 
spent. It is admirable for the purpose of local development of educatiOn, 
sanitation and industries. But a tax of three days' labour in the year or its. 
money equivalent is, in my opinion, still better, as it will be more convenient 
to the poor. 

Q. 53.-It is not high but it is not low either. It is high as compared to­
that in Japan, specially when we take account of the taxable <;:apacities of the­
two countries. 

Q. 55.-Yes. 
Q. 56.-No. 
Q. 61.-No. 
Q. 62.-I believe in total prohibition, but I realise "it is impracticable iD. 

India on financial grounds. Money available for extinction of ~xcise revenue 
may well be utilised for education. 

Q. 63.-I accept all the statEiments. 
Q. 6,4.-It appears to be satisfactory. 
Q. 68.-Yes. 
Q. 78.-A few· articles. 
Q. 83.-Ad valorem duties. 
Q. 87.-Taxes on entertainments and motor cars may be levied in a few big: 

cities to increase their incomes, but they should not be available for provincial. 
or imperial purposes. A tax on sales may be levied in lieu of octroi or ter­
minal tax, or in lieu of a tax on profession in those places where they are not. 
levied. 

Q. 88.-The one-anna duty on cheques should be either reduced to one pice· 
or abolished altogether, as has been done recently in France, to facilitate 
banking in this country. 

Q. 89.-It is quite legitimate to levy court-fees, but it cannot be denied' 
that t.hey favour the rich at the expense of the poor. They should be kept on 
a very moderate level. 

Q. 90.-To some extent this is true, but trade sometimes benefits from the­
solemnity and precision which the use of stamps confers on it. 

Q. 93.-An excess is justifiable, but it should be kept within moderate· 
limits. 

Q. 95.-Vide question No. 87. 
Q. 96.-A tax is a compulsory contribution from the national dividend for· 

the. necessary expenditure of the !State, while rent is th? economic surplus 
winch results from land after meetmg the expenses of cultivation and goes to 
the owner of the land. Taxes generally are deductions from the incomes of 
inhabitants in well defined proportions which are generally moderate while 
rent, being an incident of ownership, consists of the whole surplus pr~duced. 
It does not serve any useful purpose to discuss whether land revenue in India 
is a rent or a tax, except to supply arguments to literary pedants for and' 
against its reduction. Whether it is a tax or not a tax, it is a deduction from 
the national di':idend, and the on~y arg':lment we can draw fl:'o~ its being rent 
and not a tax, IS that a State whwh raises revenue on a soCiahstic basis musto 
be preparecl to discharge corresponding socialistic duties towards its citizens 
otherwise it would be a case of heads I win, tails you lose. Judging from th~ 
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rates levied by Government, it would seem that the land revenue is neither a 
tax nor rent; it is simply Indian land revenue, a complex result of historical 
traditions, local customs and the desire of Government to raise as large a 
revenue as the people would bear, without their questioning its reputation for 
enlightened generosity. It partakes of the character of both rent and tax 
since t~e rate is. too high for a tax and too low for rent.. In the raiyatwari 
areas, 1t approximates more to the nature of a rent, and m the permanently­
settled areas it approximates to a tax, while in the temporarily-settled areas it 
occupies an intermediate position. 

Q. 97.--Generally no, but under certain circumstances it may drive down 
the standard of comfort. Low productivity, excessive fragmentation and a 
large number of middlemen are contributing factors. There are too mauy 
men living on land and there are too few subsidiary industries. As long as 
these conditions persist, it will be hard to improve the cultivator's condition 
by changes in land revenue. 

Q. 98.-There is considerable force in this criticism specially in the last por­
tion of it. 

Q. 100.-(i) Please refer ~o question No. 40. 
Q. 101.-8uch a tax may not be quite effective. I think subdivision beyond 

the economic stage should be prohibited by law. 
Q. 102.-Yes. 
Q. 104.-Tbe fifth ·method seems to be the best, as it makes it clear how 

much of the national dh•idend is taken in the shape of land revenue for the 
purpose of the State. 

Q. 105.-The rates for royalties should be increased and income-tax on 
royalties should be levied at a higher rate than that levied on ordinary agri­
cultural income, since royalties include not only rent, but payments for the 
contents of the soil actually removed by mining; or n special minerals exploi­
tation tax may be levied. 

Q. 106.-Yes. 
Q. 107.-A sales tax or a turnover tax for municipal areas, a labour tax 

for rural areas, and a tax on unproductive expenditure on marriages for both 
might be added to the list. If taxation of site values is not included in the 
term land values, it might also be added. House tax and the tax on site 
values may be made imperative in all municipalities, and in addition to it, 
where octroi is not levied, either a sales tax or a tax on profession, trades and 
callings should be made imperative. In the rural areas a labour tax or an 
education cess should be made imperative. Without such compulsion it is 
difficult to induee local bodies to undertake expenditure on development. I 
speak from personal experience of the Patna Municipality. The merchants 
and landlords are so strongly entrenched in the local bodies that they resist 
all attempts to impose taxation for the benefit of the poor. 

Q. 108.-Please refer to question No. 26. Octroi is no doubt unsatisfactory 
from the economic point of view, but it will have to be retained in India for a 
long time to come on account of its convenience, productivity and universal 
incidence, especially when there are no equally fruitful alternatives. Octroi 
is the main stay of many municipalities in India. It may be roughly said that 
whenever it exists, the municipalities are progressive, and where it is absent, 
they are backward. France abolished it once but had to restore it, and India 
may have to go through a similar experience. In old decaying cities like 
those of Patna, Lucknow and Benares, where house values are not so high, 
and trades and professions are not so remunerative, as in the rising cities of 
Bombay, Calcutta, Karachi and Cawnpore, octroi is eminently suitable, as that 
is the only way of getting some income from the many poor. If, ho":ever, it is 
to be replaced, it might be replaced by a combination of a professiOn and a 
sales tax, but both are likely to be unpopular and costly to collect. 

Q. 109.-I agree with the criticism subject to the obser,-ations in questions 
Nos. 26 and 108. It applies to terminal tax also. It is as much evaded as 
house tax, income-tax or any other tax in India. It is well known that the· 
houses of municipal councillors, their friends, relations and voters are under-
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assessed. The same objecti~n will apply to the sales tax and the profession tax: 
1which I have suggested as substitutes. 

Q. 110.-Please refer to question No. 108. 
Q. 111.-They ha,·e the same justification in India as octroi. 

Q. 112.-It is convenient. It does not create hardship, for he is generally 
able to shift it. 

Q. 113.-Yes. It is desirable th.at taxa!.io.n should be as broad based as 
possible and should not press on a smgle pomt. Yes. 

Q. 115.-Yes. . 
Q. 116.-I have no experience, but I think they are not suitable for poor andc 

backward cities. 
Q. 117.-They should not be given unconditionally, but should. be earmarked' 

for special purposes such a.s san.itation and edu~ation. Recurrm~ gran~s for 
certain objects should be giVen m fixed proportiOns to the expenditure mcur-· 
red by 1ocal bodies on those objects so as to encourage self~help. 

Q. 118.·-Conditions vary from provinc~ to province .. In Bihar and Orissa: 
the stimulus is lacking, though there are signs of awakenmg. In Bombay the 
stimulus exists. 

Q. 119.-No. These are not suitable to India. 
Q. 120.-Amongst the taxes mentioned, taxes on agricultural incomes,. 

tobacco, servants, motor cars and patent medicines appear to be suitable. 
Betel leaf and areca nuts may be taxed by means of a profession and calling 
tax levied by a municipality. There should be no tax of marriage as such_ 
but a graduated tax may be levied on expenses of marriage beyond a certain 
proportion of the incomes of parties. The object of the tax should be partly 
social, and partly financial. It is well known that extravagant marriage ex-­
penses are largely responsible for the indebtedness of the people. The tax 
should be levied by local bodies and its proceeds should be exclusively devoted 
to education so as to make it unobjectionable. 

Q. 122.-Yes. 
Qs. 122 ancl123.-From the revenue and convenience point of view, the fifth· 

appears to be the best, but the manufacture and incidentally the value of the 
article may be greatly improved by trying the third method. 

Q. 182.-Half the rates on cigars and cigarettes and a quarter of the rates• 
on manufactured and unmanufactured tobacco would appear to be suitable. 

Q. 138.-Acl valorem du~ies on cigars and cigarettes and specific duties on' 
tobacco. 

Q. 137.-Duties on inheritance or succession, though quite justifiable from·. 
the economic point of view, are not suited to India at the present moment,. 
though a time may come when they can be safely introduced. They are opposed 
to the principle of family solidarity on which Indian society is organised. Any 
argument in its favour derived from the experience of individualistic societies 
is largely inapplicable. The criticism made against it by Sir James Stephens. 
holds good to the present day. According to Hindu Law property does not 
belong to the individual but to the family. The tax, besides having the ten­
dency to disintegrate the Hindu joint family, will be specially inquitable as 
its incidence will he largely communal in character. The Hindus will bear 
the greatest burden, the l\fussalmans will bear it less and the Europeans who 
do not die in this com~try will escape it altogether. Its burden will be very 
severe on ihe land-ownmg classes, as they have not yet learnt to d!l,rive an in-­
creasing income from their property so as to repair the inroads of succession·. 
duties, as is done in ·western countries, and some ancient families considering 
the present Indian mortality figures, may be taxed out of existence. In the 
cas~ of t~e commerci1_1l !ln~ ma~ufacturing classes, it will ac.t as a tax on capital 
wh~ch will be ~ost m]UriOUs m t~e present. state of India, when people are­
seriOusly exercised oyer the questiOn of for,eign capital. It will be costly to 
collect, inquisitorial in character, easy to evade on account of purdah and 
~"i.ll l~ad to endless Yexation and. corruption. If the property of a Hi~du is 
mnen ted for the purpose of carrymg out certain religious ceremonies as main--
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-tained by some jurists, succession duties may be resented as taxes on religious 
-observances, if public opinion is not ripe for them. 

Q. 198.-These principles are inconsistent with the organisation of the joint 
family. The principle of graduation cannot be introduced without working 
har~hi~. Dist.ant relati'?ns are generally excluded by the device of adoption, 
and 1t IS marufestly unJust to tax the estate or the share of each heir 

.according to size without considering the number of co-sharers and the per­
manent obligations of each heir redpectively. 

Q. 189.-(1) Yes. 

(2) This is true in the abstract, but is not quite applicable to succession 
duties in India, as most estates likely to be affected by them are exclusively 

,Provincial in character. 

(3) No. If death duties are levied, the proceeds from agricultural estates 
should go to the prorinces and the rest to the Central Government. 

Q. 1.41.-All the methods suggested will either create hardship or disinte­
grate the joint family. 

Q. 149.-It is not quite peculiar to India, but it is specially applicable to it, 
as at the death of the head of the family much money is drained away in tho 
shape of funeral expenses. Large payments are made to daughters in 'iew 
of the fact that according to the Hindu Law they are practically disinherited. 
They are really deductions from the parental estate. 

Q. 144.-No. In the case of ornaments and jewellery, the purdah. is an in­
superable obstacle. 

Q. 1.!,7.-Yes. But the system of payments from the Central to the Local 
Governments cannot be ruled out of account altogether, in the present condi­
tion of the different pro·.-iuces of India. All of them are not in the same state 
of development and the Central Government owes to the backward provinces 
of Bip.ar and Orissa, the Central Provinces and Assam duties which it ought 
not to forget under any system of provincial !'Utonomy. As a geographical, 
,political, economic and cultural unit, India is one, and should never be split 
up into semi-independent states of the type which exist in America, each care­
.J.ess of the fate of the others. In the interest of all, a national Ininimum of 
order and security, health and education will have to be enforced on the 
provinces by the Central Government, for the disease, ignorance and disorder 
of one province may :.ffect, under certain circumstances, the health, safety 
and prosperity of its .neighbours. A riot in Bihar ·will disorganise the entire 
economic life of Northern India and plague starting in a backward province 
will easily spread to the neighbouring provinces. If in spite of the best efforts, 
'll.pro>ince is unable to keep up to the national minimum, the Central Govern­
ment should come to its rescue.by giving it subventions on speciul occasions 
or by financing its large capital requirements. This is all the more necessary 
as these provinces ha>e remained backward not on account of their own fault, 
but because for a long time they were outlying parts of other provinces, and 
therefore remained for the most part in an undeveloped condition. It is un­
fair to .them no.w to saddle them with all the paraphernalia of a full-fledged 
province and lea>e them to shift for themselves and bear their burdens as 
best they can without any occasional assistance from the Central Government. 
Bihar and Orissa 'is hea>ily handicapped in the race with other provinces, as 
besides capital undertakings of the usual provincial character, it has to finance 
the ordinary requirements of 34 million inhabitants from a scanty income of 
about six crores, which it is not able to increase in spite of the fact that it 
possesses the richest minerals and land in India. I hope the Committee in 
making recommendations will bear the needs of backward provinces in mind. 
[ suggest the proceeds .of the salt tax should be used to give subventions to 
them for their occasional capital requirements until they are able to stand 
on their legs, on the condition that they devote an increasing part of their 
revenue to primary education and sanitation. 

Q. 1,48.-Yes, but it may be prorided for by using the salt tax as a reserve 
.against .emergencies. _Normalcy, it should be used for the purpose of making 
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grants to backward areas. The uncertainty of this source in time of depres­
sion should make them self-reliant. 

Q. 1,69.-No. All the provinces have inadequate and ine~astic reve~ue. 
The agricultural provinces where temporary settlements prevail have gamed 
at the expense of the commercial provinces by the arrangement which makes 
land revenue a provincial head and income-tax a central head. The industry 
and enterprise of Bombay and Bengal is very much penalised. The case of 
Bihar and Orissa is the worst, as it is an agricultural province without an 
adequate land revenue, and an industrial province without an income-tu. 
The result is low expenditure all round on police, education, sanitation and 
industries though the will to work the reforms exists. For its relief either 
the abolitfon of permanent settlement or a tax on agricultural income8, or on 
minerals is absolutely necessary. 

Q. 150.-Yes, but not without adding to the sources as mentioned above. 
The condition of backward provinces should not be lost sight of. 

Q. 151.-Yes. 
Q. 152.-Yes. 
Q. 153.-The province has a right to share the produce of such a tax, but 

it should not take the whole and should share it with the Central Government 
to emphasise the national character of the tax. If this principle is conceded 
too much, similar demands may be made about similar import duties and 
national unity may be lost. Bengal may share its jute tax, and Bihar and 
Orissa a tax on shellac and minerals with the Central Government. 

Q. 15!,.-Yes, the Central Government may reserve a basic rate in excise, 
provided it surrenders a share of the income-tax and possibly of the opium 
revenue or salt tax to the provinces. At present the provinces have greater 
need o1' revenue than the Central Government. Mere remission of provincial 
contributions will bring no relief whatever to Bihar and Orissa. 

Q. 155.-Yes, subject to the' same conditions. 
· Q. 156.-Yes, but the reasoning is not quite true about succession duties as 
applied to India. Please refer to question No. 139. 

It is practicable. Income-tax and succession duties from agricultural 
sources, if levied, should be given to the provinces, while their yield from 
general sources should go to the Central Government. Both the Local and 
Central Governments need elastic sources of revenue, and in any case the field 
of income-tax should be divided between them either on the abovementioned 
principle or on the principle followed in Australia. 

Q. 157.-Yes. Yes. 
Q. 160.-Note about "further revenue." A business or profession tax 

while su~table to Western countries and some modern cities in India, will b~ 
utt~rly mad~quate for t_he purpose .of old cities, especially the cities of the 
Umted Provmces and Bihar and Orissa. Please refer to questions Nos. 107, 
108 and 116. 

Q. 161.-No. Ye~, provided other sources of revenue are made available. 
Please refer to questiOn No. 107 . 
. Q. 162.-No. Local bodies will be great losers as Government have exten-

151 Yt! properties. 
Q. 168.-Yes. 
Q. 16!,.-Yes, S_Pecially the monopoly of life insurance. The Government 

scheme of postal I'!surance for Its employees has been very successful and 
s~ould b~ extended mto a n;onopoly, as it will stop the drain of premiums out­
side Indu~ and )_)rotect pohcy-holders against weak or fraudulent companies. 
The prenuums will also be lower on account of various economies. 

Q. 165.-Yes. ln the case oi' matches and playing cards. 
Q. 166.-Yes. 
Q. 168.-The staff is excessive for its present duties. 
Q. 171.-Yes. )\[Y experience as a Commissioner of the Patna Munici alit 

confirms the expenen~e of these ?emocratic countries. I think all local !ssess: 
ments should be earned out by mdependent officers under central control.· 
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Professor Batheja gave oral evidence as follows :-

The President. Q.-You have been good enough to send us a considerable 
amount of information which we will pass on to the Economic Enquiry Com­
r.~.ittee. I notice that you find that the enquiries are rather political than 
scientific. 

A.-Yes, that is my humble opinion. 
Q.-What we are interested in is the pressure of taxation on the different 

classes of the population. You have given us a classification of six different 
classes at page 203. You say the general estimates of national wealth can be 
used in estimating the burden of taxation on different classes of the population. 
How can you use the average of the whole population for estimating the 
burden of a class? 

A.-I can use it for estimating the burden of the lowest class of the popu­
lation. For instance, if the average of national income is very low it must be 
presumed that the lowest classes in the population are getting very low in­
comes. Therefore possibly the burden will be very heavy and if we want to 
impose any fr9Sh tax we will have to take that factor into consideration. I 
am not able to use that information for the purpose of estimating the burden 
of every class. 

Q.-But the average will be jn excess of the lowest. 
A.-It will give a rough idea; not an exact idea. 
Q.-You divide the six classes according to their income. You make no 

distinction between town and country, between agricultural and industrial. 
A.-No, it is a rough distinction. 
Q.-Does not the incidence differ? 
A.-Yes. 
Q.-Don't you think you need distinguish between town and country? 
A.-Yes, within these six classes I can make a subdivision into rural and 

urban classes. 
Q.-Between the agricultural and non-agricultural population? 
A.-Roughly the distinction between urban class and the non-urban class 

means that between the agricultural and non-agricultural classes. 
Q.-Can you help us to discover the numbers of each class from the census 

returns? 
A.-I have ,not gone into such details. I have had no time. Perhaps 1 

could work it out. 
Q.-How would you qualify this classification (shown the clllSl>ification 

adopted in the preliminary note)? 
A.-This seems to be more or less a division by occupations. _It does not 

take into consideration the amount of income. There may be vakiis who may 
not be earning anything. There may be barristers earning Rs. 20,000 per 
month. To this extent the classification does not give an idea of the differ­
ences in income. 

Q.-We want to get classes of people. Do not v_akils belong to· one ci_ass? 
A.-Kow the tendency is to. have s':'b-cl~sses m each class ac~ordmg. to 

income and expenditure. There are somal d1fferences between vakils J?akmg 
both ends meet and vakils who are making a small fortune and the vakib who 
are wealthy. . . 

Q.-·would J''JU not put all of them under the. sa~e .p~ofess1~nal c~a~sP 
A -Yes. but there is a social and econollllc _diVISIOn whiC~ diVIdes the 
· · ' b f the same profession Even 1n my professiOn there are 

>anhous mem. ers aoverv small amount and there are teachers belonging to the 
teac er.J earnmg • h . di"ff 
Provinciai and Imperial Services. I am sorry to say t ere IS a erence. 

Q.-Would you not say that except .with regard to incomes, they belong to 
the same profession with the same habits and manners? . 
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A..-They have not quite the same habits and mal?-ners. Take .t~e I~perial 
Education Service. There is something more than mcome separatmg 1t from 
the main body of teachers. 

Q.-They are all members .of one professional class for purposes of consi­
dering the incidence of taxatwn. 

A..-Yes. 
Q .-Is it necessary to divide them horizontally as well as vertically for pur­

poses of taxation? 
A..-I think so. 
Q.-Don't you think that such and such a tax falls upon ~he professional 

classes according to their incomes? There are .ups and downs m all classes. 
A. .-There are serious ups and downs in India. In England in~omes of 

teachers don't vary very much from class to .class. But here there IS a very 
wide difference. 

Q.--But would you class traders, .teachers, and vakils all in one class? 
A. .-I would separate them. 
Q.-Then would not your six classes become thirty-six? 
A..-Yes, that would be more exact. 
J)r. Paranjpye. Q.-You consider the differences due to income of greater 

importance than the differences due to the nature of the profession so far as 
i.i1o incidence of taxation is concerned . 

. !\.-I do not say they are more important but they are very important for 
J,>Ur\'oses of taxation. 

Q .--Is not graduation of taxes a sufficient allowance for the question of 
variation of income? 

A..-At present graduation is not sufficient. 
• Q.-Then you can have steeper graduation. So far as taxation is concerned, 
will not that achieve the purpose? 

A..-Yes. Perhaps I will accept your position. 
Q.-Take customs duties on imported liquors and imported clothes of high 

grade, is it not the higher class that would almost entirely pay these and the 
lower class is not paying these at all? 

A..-Yes. The lower classes would not pay them except to some extent. 
But there is another class due to caste. People have to consume a particular 
commodity simply because they belong to a particular caste. 

The P1·esident. Q.-As regards the distinction between tax and non-tax 
revenue what we have to do is this. 'Ve have to recommend readjustments of 
the system of taxation within the existing limits. 

A .-It does not serve any useful purpose to emphasise this difference. If 
Government takes over functions which are discharged by private persons in 
other countries, it, to that extent, reduces the sources of income available to 
them for paying taxes. If Government monopolises most occupations and 
the ordinary people do not get many occupations, to that extent the money 
left in their hands which can be taxed will be very small. 

Dr. Paranipye. Q.-Do you consider that taxation should be regarded as 
identical with the whole amount of expenditure of the Government? 

A..-The whole revenue of Government ought to be taken into consider­
ation. 

Q.-Would you include tributes as part of taxation? 
A .-If I take India as a whole I would consider them· if I take British 

Jndia only, I won't consider them. ' 
Q.-Suppose there is an Indian State which does not derive its revenue 

from any tax but gets its whole revenue out of dividends from railways in 
which it has invested large funds, do you think that that state is still taxed p 

A.-I should think so. 
0.-There is hardly any real taxation in the ordinary sense of the term. 
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A.-It has invested a large amount of money. I would not use ·the word 
taxation. But Government cannot be run without taking some money from 
the people. That money must come from somewhere. · . 

Q.-Is it money from the people? 
A.-Yes. 
Q.-If it has got money invested in railways and if the djvidend is spent 

for the expenditure of the state, do you still consider that the people are 
taxed? 

A.-If the people had the railways that income would have remained with 
the people. 

Sir Percy Thompson. Q.-Supposing to-morrow the Government of India 
decide to do what I believe it is contemplating, viz., the starting of an Indian 

·Mercantile Marine, and-let us suppose the impossible-it makes a profit of 
two crores per annum. Do you call that two crores taxation? 

A.-I would call it taxation to the extent the profits remain in India. 
Q.-Would you call it a reduction in the national dividend? 
A.-Yes, to the extent the profits of shipping remain in India. 
Q.-Where is it deducted from? 
A.-~'rom the money of the nation. The whole nation earns it. Govern­

ment takes its share ·for expenditure. There is no distinction as regards 
national dividend between money earned by private or public agency. The 
people would have earned the same profits. 

Q.-The people would never do that. The Imperial Government makes two 
crores without taking a pice from anybody's pocket. How is it a deduction 
from the national dividend? 

A.-If Government had not started the enterprise, the people themselves 
would have done so. 

Q.-That is a tremendous assumptjon. Would you say the same thing in 
respect of the posts and telegraphs? Would it have been possible for the 
people if the Government had not instituted these enterprises? 

A.-My point is this. If you press me in this fashion then you will have to 
answer my difficulties. Supposing as in Russia Government monopolises aU 
the occupations of the people, then the tax of the people would become nil and 
the burden ........ . 

Q.-Supposing the Imperial Government nationalises the cotton industry 
of Bombay. I shall go so far as to agree that the profits of the cotton industry 
are a tax. But I cannot agree to the proposition that, whatever industry is 
taken by Government under its control and monopoly, it becomes a tax. I 
cannot also agree to the theory that such profits come out of the national 
dividend. 

A.-To the extent the profits of the people are taken over by the Govern­
ment, to that extent the income of the people has to suffer. 

Q.-The suggestion I am making about the mercantile marine is that the 
Government creates it. It does not take from anybody. It creates a source 
of wealth. 

A.-That source would have been possible for the people also. 
Q.-Why don't they do that? 
A.-In course of time they will do that. 
Dr. Paranjpye. Q.-Supposing Government discovers a gold mine in one 

of its estates. Do you still consider the income from the mine as a tax? 
.4..-I won't exactly consider it as a tax. I am protesting ag:•iJ?-st the 

whole distinction between tax and non-tax revenue. You are exammmg Ihe 

in such a manner as to pl2ce me in a very tight corner. What I mean is if 
Go•ernment monopolise the profits, Government expenditure of those profits 
is a burden on the people. 

The President. Q.-What do you mean by national dividend and how do 
you define tax? 
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a • .....:.r do not ·want to depart from the ordinary. definition ~hat tax i.s .a 
()ompulsory contribution made to the state for whwh no .spec1fic< return ~s 
received. But all blessings of Government may in a way be .regarded as specl­
fic returns or general returns for money received and hence all sources may be 
considered as taxes or vice versa. 

Q.-Law and order are not specific returns. 
A..-Where would you draw the line? 
Q.-You can do it when you get a specific return, as in the case of a postal 

stamp or a railway ticket. 
A.-Looking after jails may also be called a specific. service. The. functions 

of the state differ according to various people. I thmk the meamng of the 
word specific service varies from time to time and from place to place also. 

Q.-If a special locality paid for water works or an irrigation scheme out 
of the money collected from the people, you would not charge them anything. 
But if the general tax-payer is charged for the purpose of benefiting any special 
locality, you then charge a share of the increased value P . 

A.-Yes. 
Q.-In the first case people putting in their money get a return, whereas 

the general tax-payer does not. Do you think it right that Gbvernment should 
take a share in the output without confining themselves to the interest on the 
capital cost? 

A..-Yes. 
Q.-III addition to that if the landlords secure very large increment in the 

capital value of the land, the Government will be entitled to take 50 per cent. 
of it in the form of a betterment tax? 

A..-Yes. 
Q.-Then with regard to question No. 25, you say that we are concerned 

to find the rate of taxation borne by the average citizens and that we have 
no concern with social or religious divisions as such, unless they coincide with 
economic divisions. If that is your view, take the professional class about 
which we are now talking, do they pay much excise duty? 

A.-Not much. 
Q.-·According to your precept something should be imposed on the pro­

lessionul class? 
A.-·Yes. 
9.-You say again that it would be inequitable to tax inheritance without 

taxmg the large fortunes which some Europeans who do ·not die in India carry 
away o"t of the country. What about those who die in this country? 

A.:-As I said, most of the Europeans do not stay here and as a matter of 
fact 1f you levy an inheritance tax it will be communal in incidence and they 
will escape. · 

Q.-Is there no communal in.cidence in the case which we know of where a 
lingle payment. of death duty brought about Rs. 3 lakhs? 

A..-I would rather avoid communal incidence. 
Q.-Do yuu think it unfair to levy the probate duties as ~t present? 
A.-I thiuk so. 
Q.-No objection if it is spread over the whole community. 
A.--No. 

Sir Percy Thomp.son. 9.-Is it no~ the fact that the class of people who 
make much money m Ind1a leave the1r property here in jute mills and tea 
estates, etc. Would not that tax fall on them? 

A.-In the first place some portion of the mo~ey earned is taken away 
Take the case of Government servants. ' 

Q.-Do you think Government servants leave much property? 
A.-At le~st _Government servants who are not married make much money. 

I am also referrmg here to the European merchant princes of Calcutta. 
Q.-Is not their property usually here? 
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A.-If the property is here, it does not come under the special tax which you 
are contemplating, i.e., death duties. 

Q.-It will come on the domiciled as well as people who are living outside 
India but ha..-e their properties here. 

A.-Is it not the case that the shares of jute mills or other companies are 
probably possessed by men in England? 

Q.-Take, for instance, a Tea Company which is purely an Indian Company 
in which I own shares. Having retired from service I go to England and die 
there, India would be entitled to take a duty on the shares. 

A.-I was not aware of this. 

The President. Q.-You wish to lery a tax on unproductive marriage ex­
penditure? How would you lery it? 

A.-I suppose marriage festivities are qnite reasonable, but there is a 
tendency here in India, whether princes marry or poor men marry, to spena 
beyond one's income. I would allow every man to spend only 3 months' income 
on the marriage; if he tries to spend more than that, I woula tax him. 

Q.-Would it not lead to all sorts of inquisitorial proceedings? 

A.-I do not think it is so very difficult to collect information in a place 
like India. .A man will have simply to take a license for marrying his 
daughter. 

Q.-.Are they required to pay a stamp duty on it? 
A.-Xo. .As a matter of fact, marriage is not an obscure fact in any 

..-illage in India. There will be no difficulty in the collection of the tax as I 
do not want to gi,•e the proceeds to anybody except the local authoritit>s. 
They know how many marriages are celebrated in a village and they may 
issue a license ticket registering the fact of the marriage and if the marriage 
expenditure goes beyond a certain limit then the parties may be taxed. 

Dr. Pa·ranjpye. Q.-You know the question of marriages in your pro­
vince-Sind-is a burning question, don't you think that this tax would be an 
additional burden upon the hard pressed parents? 

A.-If the tax is levied it won't add to the dowry, but it will come frnm 
the dowry. The maximum which can be squeezed is realised already. The 
object is not entirely financial, but is also social. If a man celebrates the 
marriage very economic~lly, then I won't tax him at all. 

Q.-Would you be i11 fa..-our of a registration fee on marriages? 
A.-I am opposed to it. There may be a poor man who may not be able to 

pay e>en Rs. 2 for the registration fee. 

The President. Q.-You say that you would like to tax the profits of 
speculation and the extraordinary earnings of some Pandas, etc. How are 
you going to tax profits of speculation? 

A.-When a return is made to the Income-tax Officer as to the source from 
which the income has been derived, then there may be a separate return under 
" speculation .. " 

Sir Percy Thompson. Q.-I am a Bombay cotton manufacturer and I have 
half a Iakh of rupees profit and speculate in cotton and make another half 
Jakh of rupees, you would tax on the half a lakh of rupees made out of 
speculation? 

A.-Yes. 
Q.-Then I make another speculation and lose a lakh of rupees. ~atever 

1 have made out of the cotton manuf&eture, I lose in cotton speculatwn, how 
would you tax on it? 

A.-I would take these two things separately. I would certainly tax ~he 
profits, but I let you go on the speculation because you ha>e not made anythmg 
from it. 

Q.-Why do you let off the losses and take only the profits made out of 
one activity? 
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.A.-Because I am distinguishing the two sorts of activities separately. My 
. idea is this, that there are certain incomes which are entirely disproportionate 
to the services which earn them, and beyond a certain stage yo~ do not get 
the incomes through your intrinsic ability but through social conJuncture. If 
a doctor gets 30,000 rupees a month, it is purely a disproportionate value and 
much more than the value of the real service rendered. 

Q.-Why do you set aside speculation as a special source for taxation? 

.A.-Because I consider the profit of speculation is not wholly due to a man's 
ability but due to a defect of social organisation, and therefore, I think for the 
purposes of taxation, I should authorise thw. 

Dr. Paranjpye. Q.-Is it your idea that you will tax all the winnings from 
the totalisator and leave out all the losses? 

A.-Yes, something like that. 
The President. Q.-You say that you will subject to special taxation 

doctors who prescribe for nervous old ladies? 
A. .-That is not my point. What is the source of earning of a very g?od 

doctor who is making 20,000 or 30,000 rupees a month? I think the serVlces 
rendered by him are slightly better or nearly as good as the services of a doctor 
who is making 500 to 2,000 rupees a month. Still the difference in service 
does not correspond to the vast difference in incomes you find. 

Q.-How are you going to distinguish these two classes of practitioners? 
A..-I would roughly say that those who are earning more than 3 or 4 

thousand should be classed separately. 
Q.-Are you not doing this in the system of graduated tax? 
A..-I want to tax the special classes of persons. I would certainly distin­

guish these earnings from the earnings of businessmen which are fully earned. 
I should ask when a man makes 20,000 or 30,000 rupees a month, does he 
render service equal to that amount to society? I do not think a fashionable 
lawyer renders service equal to the amount he earns. I think he earns because 
a number of clients are very nervous about their cases and fear that they will 
loso property worth 2 or 3 crores, and they go and compete for his services. He 
does not earn only because of his ability, but also because of the artificial value 
that is put upon it. 

Q.-You base your differential income-tax on the individual cases? 
A..-I think as a matter of fact a professor of Oxford University like Dicey, 

Anson or Lord Bryce knows as much law as any other lawyer like Sir John 
Simon or Mr. (now Lord) Asquith. Because the one is practising in the London 
Courts and the other is a professor, there comes to be a vast difference in 
income. It does not mean that one is more intelligent than the other. I 
think the large earnings are due. to the false valuation put on the services 
rendered by these people. 

Q.-What you say is, the more income the more lazy a man is? 
A.-I do not say that. I say the income is not wholly due to their extra­

ordinary intelligence, but it is also due to the fact that society puts a false 
value on their services. 

Q.-You say that village panchayats and other rural authorities should be 
encouragOO. ~o develop. their areas by means of dues levied partly in money 
nnd partly m labour m the slack season. You mean to say that taxation 
should take the form of national service which the humblest and poorest alike 
can render. 

A.-I think such a system is in vogue in the Madras Presidency. 
Q.-You are referring to the kudi maramath system in the Madras Presi­

dency? But it is being given up. The extension was opposed in the Council. 

A . ..:_I do not think it is applicable to all classes of people. What I want 
to say is that ~ince the villagers hav~ not got much to pay in the shape of 
money, they mtght be asked to pay m the form of labour. Their purse is 
slender, but their labour power is very strong. I would confine the levying 
ot this tax only to village panchayats. 



Q.-In reply to questions Nos. 33 aud 34, you say you would advocate an 
increase in the rates of income-tax and apply it to classes above 5,000 a year. 
I take it you refer to rupees. 

A.-Yes. 
Sir Percy Thompson. Q.-In your view the rate of income-tax on tho 

hig~r incomes in this country is small. 
A.-I think so. 
Q.-You advocate a differential rate for unearned incomes as compared 

with earned incomes? 
A.-Yes. 
Q.-Theoretically I think everybody would agree with that. But do you 

think that it is worth while to do so in India where there is comparatively 
little unearned income? 

· A.-I ain proposing to tax agricultural incomes also. 
Q.-You propose to tax unearned incomes at a heavier rate? 
A.-Yes, and half-earned incomes also. I consider the incomes of certain 

doctors and lawyers as half-earned. 
Q.-There is comparatively little unearned income in India. By far the 

chief kind of unearned income which exists in India is income from land which 
is not subject to income-tax at all. 

A.-I have proposed that it should be taxed. 
Q.-Assuming that the law remains as it is at present and that agricultural 

incomes are exempt, and having regard to the fact that unearned incomes are 
relatively small in India and that the bulk of them are not taxed, is there 
really much of a case for complicating the Income-tax Act by having a differ­
ential tax for this small amount of income? 

A.-As time passes, this item of income will assume increasing importance 
and justice requires that it should be taxed. 

Q.-I am asking you whether, in the particular circumstances of India, it 
is a wise thing to do at the present time. 

A.-I do not see any objection to it. 
Q.-There is a certain amount of administrative inconvenience and it is 

very difficult to get a really satisfactory clean-cut definition of unearned 
income. 

A.-I should like to lay the foundation for a satisfactory Income-tax Act. 
It might give more money to the Exchequer. 

Q.-Naturally, everybody wants to base jt on justice. Even then it would 
be difficult to get a definition of unearned income. 

You think it is quite desirable to make allowanC03 for the number of per-
sons supported out of particular incomes P 

A.-Yes. 
Q.-Would you apply that to dependants besides wife and' children? 
A.-Yes, in the circumstances of India. 
Q.-Is it not going to be a very inquisitorial proceeding to discover how 

many dependants any particular tax-payer has? 
A.-I suppose they would welcome it and supply the information easlly. 
Q.-But the question is whether they will supply corJ>ect information and 

if the assessor has reason to suppose that it is incorrect information, whether 
he has not to make an inquisitorial enquiry to satisfy hilllbt!lf. 

A.-After all, the facts of family life are very well known to neighbours in 
India and I think these facts can be very easily ascertained. 

Dr. Pamnjpye. Q.-Generally male and female births are approximately 
equal in India. Recently when I had occasion to look at the vital statistics 
in Sind, I found that for every one hundred male births registered in Sind, 
only about 60 to 70 female births were registered. If this happens when 
there is no liability to income-tax, do you think information can easily be as­
certained for the purpose of levying income-tax? 
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A.-I do not think that the public attaches much importa_nce to the c':nsuso 
or the counting of males and·females. I myself have not reg1stere~ the bir~hs­
of my children. I do not think it would be very difficult to get the mformat10n 
required for the purpose of income-tax. 

Sir Percy Thompson. Q.-Let us suppose that a certain person says that 
he has one wife, 7 children and 30 dependants and that the Income-tax offic~r 
has reason to doubt it. What procedure do you suggest he should adopt m 
order to satisfy himself whether the claim of all these dependants is justified P 

A.-I have suggested in reply to que~tion No. 43 that the employment of 
non-official Assessors and Commissioners might prove useful as a check on 
evasion. 

Q.-Do you think that the income-tax payer would like that non-official 
Assessors should know all about his income and other affairs? 

A.-My little experience shows that there would be no difficulty in obtain­
ing information on this point. It is more difficult to know how much incom~ a 
man gets, because it is kept secret, but the number of dependants and child­
ren are very well known. 

Q.-To whom? 
A.-To neighbours. 
Q.-But you cannot always co-opt a neighbour in order to discover every­

body's liability to income-tax. You must have a standing committee of non­
official people. That committee cannot know the family circumstances of 
everybody liable to income-tax. 

The President. Q.-Would you allow him to claim exemption on account 
of children whose births he fails to register? 

A.-I wouldn't. 
Sir Percy Thompson. Q.-He does not have to register dependants at 

all. 
A.-I would not allow exemption on account of many dependants. I can 

understand that the word " dependant " is likely to be abused. I would con­
fine the word to very near relations, such as mother, daughter-in-law, brother's 
wife or widowed sister. 

Q.-Don't you think that in India, where practically every income-tax 
payer is married (it is not like England where you find many unmarrie!l 
people) and certainly has a very large number of dependants, the. best way 
of allowing for the fact is to have a high exemption limit? 

A.-In a way it is a compensation to such people, but still the justice of it 
is very rough. · · 

Dr. Paranjpye. Q.-Don't you think it is a fact that even in our social 
system any man who earns a large income has many hangers-on who call them­
selves dependants and that you should discourage exemptions on acoount of 
such dependants? 

A.-It has its evils, but it has its good points also. I would not certainly 
discourage the communal ideal according to which the joint family is organised. 

Sir Percy 1'hornpson. Q.-You would restrict the allowance to wife chil-
dren and near relations? ' 

A .-That is so. 
Q.-Ju your view could such an allowance be administered without due­

inquisitorial enquiries? 
A.-I think so. 
Q.-Do you think the privileges which a limited liability company get are· 

sufficient to justify a differential rate as compared with persons and firms i:l:t> 
the matter of corporate finance and limited liability? 

A.-I think so. 
Q.-Supposing you did not exempt agricultural incomes would it not bs 

ver~ difficult to earmark the portion of the income-tax which is derived from 
ngn?ultural profits and allocate it to Provincial Governments while the rest 9f 
the mcome-tax went to the Central Government? 
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A..-I do not think so, because you can draw the same distinction between 
non-agricultural and agricultural incomes as you can between judicinl and 
general stamps. I quite realize that there would be some amount of difficulty, 
but the classes of agriculturists and non-agriculturists are very clearly marked 
in India. 

Q.-Are you going to tax the cultivator as well as the landlord? 
A..-I won't tax the cultivator below a certain limit. I allow for nn ex­

-emption. 
Q.-I suppose you would take the present limit of Rs. 2,000. 
A..-I have said that since profits from land are peculiar in character the 

-exemption limit in the case of agricultural incomes will have to be very much 
lower, say Rs. 500. 

Q.-In question No. 39 you are asked if you agree with the estimate of the 
~mount which would be derived from the taxation of agricultural incomes. I 
-do not understand your answer. 

A..-My answer to that question should be read in continuation of the 
reply to the previous question. 

Q.-8o you would advocate keeping the present limit of exemption at 
Rs. 2,000? 

A..-Yes, because I believe that the lower classes are being taxed in anum­
oer of ways. 

Q.-You say that there has been some improvement in the methods of 
assessment and collection, but there is need for more. Can you make any 
·concrete suggestion for the improvement of the administration of Income-tax? 

A..-You might have non-officials associated with the work. 
Q.-How are you going to get your non-official? Let us take the city of 

Calcutt.,. What sort of people would you get for your non-official Committee? 
A..-For each class I would certainly have a different non-official Committee, 

because at. present a good deal of jealousy exists between members of the same 
profession which may be utilised for getting accurate information. 

Q.-Would you have a different committee for each class of tax-payer? 
A..-Yes. I think that will conduce to greater efficiency. 
Q.-Would you pay them? 
A..-I would not. I would only pay them a small amount for attendance. 
Q.-8upposing you paia them a small amount, do you think you would get 

-the right class of people to act in this capacity? 
A..-1 admit there would be difficulty. 
Dr. Paranjpye. Q.-Would you pay them the same fee as is paid, for 

instance, to the Director of a Company for attending meetings? 
A..-Yes. 
Sir Percy Thompson. Q.-lf you are going to have a different Committee 

·for each class of tax-payer, would not the administration be rather expensive? 

A..-The expense would be justified by the greater yield which inco!"e-t.ax 
will bring in; at present income-tax is evaded. I belong to a commerCial City 
~nd I know that very many people who are earning more than I do pay 
less than myself. 

Q.-The arguments we have heard as to ~be l!J~th~ds of assessment and 
-collection show that they tend to become more mqms1tonal. 

d.-1 do not see how that can be helped. 
Q.-Would you, in order to make the collection more efficient, advocate 

making them more inquisitorial still? 
A..-To secure justice for the State, I would not mind this being done. 
Q.-There is a point at which inquisitorial proceedings become a nuisance. 

A..-1 know people resent it very much; but they would get used to it 
in course of time. 
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The President. Q.-Is not your last sentence of the answer to question 
No. 41 rather contrary to the fact? You suggest that Government servants. 
and employees of companies are at a special disadvantage and therefore they 
should be taxed at a lower rate. 

A.-That is done in Italy. 

Q.-You say that publicity might che,ck frauds on the State, but it may 
also induce vain tax-payers to ruin themselves. Do you think there is any 
serious reason for making this statement? 

A.--Some pleaders who wish to gain reputations and some doctors too do it. 
Sir Percy Thompson. Q.-What do you mean by your reply 'yes; excep~ 

in abnormal times'? 
A.-I think tax-free securities are open to the objection which the Com­

mittee has mentioned, viz., that rich people escape part or their taxation t~ 
some extent. At the same time, I know very well that in times of war 
or great national emergency, when large sums of money have to be raised, 
some inducements have to be given to people. The needs of the State are 
paramount. 

The President. Q.-I see that you recommend an excise on aerated waters, 
candles, coffee, patent medicines, perfumery, petrol and tobacco. Is sufficient 
use being made of candles to make the imposition of a duty worth while? 

A.-That is my impression, I may be wrong. 
Q.-How would you collect an excise duty on coffee? 
A.-I am not very well informed about this; so I would not press this 

point. 
Q.-You have no definite scheme? 
A.-No. 
Dr. Pamnjpye. Q.-Now that you are mentioning coffee, tpay I ask 

whether you would advocate an excise on tea? Tea is largely consumed in 
this country and probably it is more amenable to administrative measures 
than coffee. 

A.-I would rather not. Tea can be a substitute for drink. 
Q.-So is coffee. An excise on coffee would hit the Southern Presidency 

while one on tea would hit Bombay and the Northern Provinces. Don't 
you think the consumption of· tea should be discouraged? 

A.-Tea makes our stomachs rather leathery; but it does not do much 
harm. I would rather encourage it as a substitute for drink. 

Q.-But does tea serve as a substitute for alcoholic drinks? 
A.-It might in course of time if we pursue an anti-alcohol policy. 
The President. Q.-You suggest a tax on sales. Do you think it is a 

practicable scheme? 
A.-I have not studied the details, but I find that it would be a very 

profitable tax. It is levied in Canada and other countries. 
Q.-You say that the one anna duty on cheques should he either reduced 

to one pice or abolished altogether, as has been done in France to facilitate 
banking in this country. When was that done? ' 

A.-RE-cently when the franc w;s falling. 
Q.-Is there any reason for abolishing it in this country? 
A.-There is a special reason for doing so. I consider that the one anna 

~tamp on cheques is heavy. It. prevents many people from having a bank­
mg account. 'Vhen I was drawmg a smaller pay, I used to feel it a burden. 

Sir Percy Thompson. Q.-How can you remit money by post at a cheaper 
rate? Suppose you have to make a payment out of Calcutta. If yo11 
haven't got a banking account, you will have to do it by a postal order 
or money order. Won't that be more expensive than a cheque? · 

A.-1\Iost of the payments would be in the same city. If you consider the 
mcomes of those keeping banking accounts in England and compare it with 



220 

-those who should be encouraged to keep banking accounts here, you would 
:ftnd that the burden of a one penny or two penny stamp in England is very 
much less than of one anna in India. 

Q.-When it was put up in England, it resulted in a good many more 
people keeping banking accounts. · 

A.-The case of England is different from that of India. I do not think 
-people will give up their banking accounts there. It is so ingrained in the 
·Englishman's habits. Here· the step is suggested with a view to encouraging 
nanking in India. You may make the duty nominal, say, corresponding to 
'the cost of post cards. 

The President. Q.-You think it legitimate that Government should make 
on profit on registration on .account of the other services it renders. 

A.-Yes. 
Q.-You say that land revenue is neither a tax nor rent; it is simply 

Indian land revenue-a complex result of historical traditions, local customs 
;and the desire of Government to raise as large a revenue as the people 
would bear, without their questioning its reputation for enlightened genero­
sity. You further say that a State which raises revenue on a socialistic basis 
'IDUst be prepared to discharge corresponding socialistic duties towards its 
·citizens. Do you find a large amount of State socialism in India? 

A.-Yes, there is. 
Sir Percy Thompson. Q.-Let us suppose you are an agriculturist and 

you own some land. You pay land revenue on that land. I am a barrister 
•or doctor, I dD not hold any land and I do not pay any land revenue, but 
we both make the same income. Are you going to call the land revenue 
which you _pay a tax? Suppose you makeRs. 4,000 and pay Rs. 400 by way of 
land revenue, that is, you make a net Rs. 3,600. I make Rs. 3,600 out of being 
.a barrister. Are you going to treat the Rs. 400 as a tax on yDur income? 

A.-Yes, but I won't consider the burden to be so great as the burden 
-on the barrister's income. I would nDt place him on the same level. 

The Hon'ble Sarda1· Jogendra Singh. Q.-Don't you think that land 
'revenue has a better claim to be called a tax? 

A.-I call it a tax. 
Q.-But you again recommend thai! agricultural incomes should be taxed. 
A..-I know there are a large number of people who, instead of putting 

~their money in stocks, shares and securities, invest in land and when they 
-do sD, they expect a return of 5 or 6 per cent. When they calculate it on 
agricultural land, they make full allowance for the money which that land 
would pay to Government. Suppose I have a lakh of rupees, I have two 
options. I may either invest it in jute or tea shares and get an income or 
·I may invest that one lakh in buying land, say permanently-settled land 
in Bihar or Bengal. In fixing the value of the land, I would take into 
~nsidera.tion the burdens on that land and amongst the burdens I would 
include land revenue. I would consider whether I am getting 5 or 6 per 
·cent. which I would _get by investing in jute or tea shares. I pay income-tax 
<>n the shares while I escape altogether by investing on land. 

The President. Q.-If you get the same return from both, then the 
;income from land is just as liable to income-tax as the income from stocks and 
·shares. 

A.-At present it is not, I say it should be. 
·Dr. Paranjpye. Q.-Suppose you invest in jute shares and you get a 

-return of 6 per cent. You pay one-sixth of that ~ incom.e-tax, so that your 
net return is 5 per cent. What would happen If capital were perfectly 
mobile, is that on investments in land you would only get a net 5 per cent. 

A.-No. As a matter of fact, they make all deductions; you really get 
~per cent. 

Q.-They make deductions in both cases. In t~e one case, they_ would 
make allowance for the fact that income from land ts absolutely net; on the 
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·other hand, in calculating income ~rom the jute shares, they would take 
into account the fact that the dividend they get is liable to income-tax. 

A.-No. They do not calculate in the way you suggest. When they invest 
in jute shares, they do not make allowance for income-tax, but in investing 
in land they do. Land gives them a greater social prestige and from land 
they get other sources of income also, besides the 5 or 6 per cent. which they 
get. That is why in Bihar, where all the savings are in land, they escape 
taxation altogether. · 

The Hon'ble Sardar Jogendra Singh. Q.-But if the same capital is 
;invested elsewhere, it brings in 5 per cent. and that 5 per cent. will be 
·liable to income-tax. That is your point? 

A.-Yes; in the one case he escapes taxation and in the other case, he 
is liable to it. 

Q.-Would you exempt from income-tax incomes bringing less than 5 per 
•cent.? 

A.-Yes. 
The President. Q.-Are any exemptions to be made in the income-tax on 

the ground that the income from capital is lower or higher than a particular 
•figure? That is what your previous answer comes to. 

A.-No; I do not make exemptions on that ground. I make exemption 
·in the case of a cultivator who works with his own hand. 

Dr. Paranipye. Q.-With regard to question No. 101, you say' such a tax 
may not be quite effective. I think subdivision beyond the economic stage 
·should be prohibited by law '. Do you want to change the Hindu law.? 

A.-Sooner or later, it will have to be done. If not now, at least 50 
-years hence it will have to be done. 

The President. Q.-In answer to question No. 105, you say 'The rates 
for royalties should be .increased and income-tax on royalties should be levied 
at a higher rate than that levied on ordinary agricultural income, since 
royalties include not only rent but payments for the contents of the soil 
-actually removed by mining; or a special minerals exploitation tax may be 
1evied '. How would you impose the tax? Have you any idea on what basis 
you should arrive at this taxP 

A.-In Bihar and Orissa I would impose a small amount for every ton of 
mineral matter which is mined from the mines. 

Q.-Whether it is the Government taking a royalty or a zamindar? 
A.-Yes. 
Q.-Would that be your sole tax? 
A.-If that tax is levied, I won't press for the others. 
Q.-Is it in, addition to the existing royalties or in place of them? 
A.-In addition to the existing royalties. 
Q.-Would not that hit a: man working at a loss? One· man may make 

'heavy profits; another may be making both ends and a third may be working 
at a loss. You charge them all at a flat rate? 

A.-Yes. 
Q.-Would not that result in the closing of some mines? 
A.-It will encourage efficiency of work. 
Q.-But does not the difference often lie on the different quality of the 

mineral? 
A.-In order to avoid that possibility, I levy a very low rate. 

Sir Perc11 Thompson. Q.-Taking, for instance, coal, is not the amount 
of royalty limited by this fact, viz., that you must not raise the cost of 
production for coal to a figure higher than that at wliich it can be imported 
ifrom foreign countries? 

A.-Yes. 

H 
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Q.-Has not that figure been nearly reached in the case of coal in this 
country? 

A.-Yes, in the case of coal; but not in the case of other minerals. 
Q.-What about iron? 
4-.-I do not think it has been reached in the case of iron. 
Q.-Apart from the duty on iron, it can be imported at a less rate than 

it can be produced in this countrv. 
A.-That is my reason for levylng the tax at.a very low rate. 
Dr. ParanifYIJe. Q.-But would you rather levv a tax on the net profits. 

made by a concern? • 
A.-Perhaps that might be better. 
The President. Q.-Would it not be better still to combine the two? 
A.-Yes. 

Q.-May·_I come to ques_tlon ~o. 1~7? One of the items of property that. 
escape taxatwn almost ent1rely m th1s. country is non-agricultural land. Is 
it not? 

A.-There is the house-tax in municipal areas. 

Q.~That is very low; and generally speaking, in many towns it is not 
levied at all and if it is levied, it is levied on the house and not on the­
land. Is it not a fact that one of the sources in this country that escapes 
taxation is land used for purposes other than agriculture? 

A.-Yes. · 
Q.-,-And you would make ' house-tax and the tax on site imperative in 

. all municipalities '? 
A.-Yes. 
Q.-That would to a certain extent remove the inequality? 
A.-Yes. 
Q.-And you don't think that municipalities will ever levy these, because­

you say that ' the landlords and merchants are so strongly entrenched in the 
local bodies that they resist all attempts to impose taxation for the benefit. 
of the poor ' ? 

A.-Yes. I could speak from personal experience also. 

Q.-What so~t of rate would it be fair to impose, having special regard 
to the fact that there is no other tax· on this non-agricultural land? 

A.-Generally, the rate is fixed in the Government Acts. So far as Bihar 
and Orissa is coneerned, the rate fixed for municipalities is 7! per cent., 
the maximum for the Patna municipality being 10 per cent. 

Q.-Is it not extraordinarily low? 
A.-I think it is low; but these towns are rather backward and the 

}JOuse-tax does not necessarily fall on the rich. lri many cases it falls on 
the poor, because it is customary for a poor man also to own a house in 
these parts. It is a sign that a person is eligible for marriage. It is a 
qualification for a man who want• to marry his son to possess a house of his 
own. If he has no house, it would not be easy to secure a bride. So it is 
not a tax on the rich only but a tax on the poor also and therefore, it should 
not be made heavy . 

. Q.-You say in another place, 'In India we are faced with the melancholy 
problem of breaking the vicious circle of a low expenditure on development 
and its cause as well as its consequence-,-disease, ignorance and poverty '. 
Is it not in the municipal areas that we want to begin breaking up this 
vicious circle? 

A.-But my contention is that in these small backward towns, the yield_ 
from house-tax is not very great; and I am very keen that the resources of 
the municipalities should be increased by this Committee. 

Q.-Would you put a tax of 10 per cent. on the landholder? 
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A.-Yes. I do not want that the landhoider should escape taxation. At 
the same time I do not want that the poor man should escape it also. 

Q.-You think that all local assessments should be carried on by inde­
pendent officers under a central control? 

A.-Yes. 
Q.-Because you say it is well-known that the houses of municipal coun­

cillors, their friends and relations, are under-assessed? 
A.-Yes; I know it. : · 
Q.-With regard to question No. 120, you would tax agricultural incomes, 

motor cars, patent medicines and also betel leaf and areca-nuts? 
A.-Yes; a tax on the pan-sellers may be imposed as a part of a general 

tax on professions, trades and callings. 
Q.-How do you do it? 
A.-The man who plies the trade will have to take out a license. 

Q.-With regard to the tobacco tax, you have selected the fifth item given. 
in the questionnaire, that is, by. controlling all dealings subsequent to the 
initial sale by the cultivator to the manufacturer and· prohibiting sale ex­
cept in packages bearing a revenue stamp. The difficulty about applying 
that scheme in this country is firstly the enormously widespread and petty 
cultivation; secondly, the fact that the bulk of tobacco is not manufactured 
at all; thirdly, if it is manufactured, it is largely manufactured as a cottage 
industry. It has been suggested :to us that we should adopt this system: you 
sell by auction the monopoly of vend for a specified area. Couple with that a 
strict limitation of private possession, say 2 lbs. per head; and you should 
excise factory made cigarettes.. You should -make all dealers or exporters take 
out a vend license, so that your cultivator, when he has got his crop. ready, 
would have the option of selling the tobacco to the monopolist of his own· area 
or to the monopolist of another area or to a licensed trader or exporter ; and 
your monopolist would be interested in preventing illicit sale in the protection 
of h:s own monopoly. Can you give us your opinion on that? 
. A.-I c:annot give my opinion off-hand. But it appears to be reasonable. 

Dr. Paranjpye. Q.-You oppose death duties? 
A.-Not in the abstract. When the time comes, we can have them. 
Q.-You know that in the caso Of Christians they have to take probate. 

Do you agree that these succession duties are. theoretically justified? 
A.-Yes. 
Q.-Your objections then are practical? 
A.-Yes. 
The· Hon'ble Sardar Jagendra Singh. Q.-What is the theoretical justi­

fication for any tax? 
A.-If it satisfies the canons of taxation. That is, if it is equitable and 

l!O on. 
Q.-You take the canons of advanced countries. Do those conditions 

exist in India? 
A.-That is why I oppose the death duties. 
The P1·esident. Q.-Do you distinguish between the canons of taxation 

applicable to one country and another? Are not they generally applicable to 
the whole world? · 

A.-Yes, in a way. But all canons will have to be applied with suitable 
modifications having regard to the peculiar circumstances of each country. 

Dr. Paranjpye. Q.-You seem to agree with Sir James Stephen. But 
does not that objection apply to all countries where the death duties are 
levied even with greater force-especially in countries where there is no 
joint family system? Because in the joint family system, there would be 
some other grown up members of the family to look after the family, whereas 
in other countries if the earning member dies, probably it is not quite so 
likely that there would be a grown up member to look after the family. 

H2 
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So that the objection, if it applies, applies with even greater force in other 
countries where there is no joint family system P 

A.-Yes. 
Q.-Then yon say 'The tax besides having the tendency to disintegrate 

the Hindu joint family will be specially inequitable as its incidence will be 
largely communal in character '. I agree that it would be communal in 
character. But I want to put it to yon that it would be rather mor& 
favourable to the Hindus than to others. 

A.-I do not see how. 

Q.-8nppose there is one Hindu and one Christian. The Hindu has pro­
perty which he has inherited from his ancestors worth a lakh of rupees and 
the Christian has property worth a lakh of rupees. The Hindu has got 
two sons and the Christian also has two sons. Now, when the Hindu dies, 
the sons will inherit the property. Each inherits only one-third of the 
share because as soon as they are born they get a share of the property •. 
So then during the lifetime of the father, the sons were potentially in 
possession of two-thirds of the property. At the father's death, only one-third' 
of the property passes to the sons; so that if death duties were to b& 
levied upon the share left by the Hindu, it would he on one-third of th& 
property. The Christian, on the other hand, will have to pay duty on the 
whole of the property; so that if the duties were to be levied in this manner­
on the amount of property passing on death, the Hindu would certainly be 
at an advantage. I 

A.-That would not be the case with self-acquired property. Again, I do­
not know whether duties are levied in that way. 

Q.-This is the method that has been suggested to us by some of the wit­
nesses; and in that way the Hindu would be at an advantage. Do yon agre& 
there? ! [ 

A.-I agree, if that is the method to be adopted. 

Q.-Now, suppose you charge the duty on the Hindu just as in the case 
of the Christian. Would yon charge the duty on the whole property? Now 
the sons have a right to claim partition at any time they like; so that if 
these death duties were imposed, there would natnraiJy be a tendency for­
the sons as soon as they come of age to claim partition, 

A.-No; I do not think so. 
Q.-It may be a matter of agreement in order to escape. ~t any rate the 

sons have a right to claim partition at any time. But in the case of th& 
Christian they have no such right. In any case, if there is any advantage 
at all, it will be on the side of the Hindu. · 

A.-It may be so in the instance yon have given. 
Q.-Now, I want to know how it would be communal in character and how 

it would hit the Hindu hard. 
A.-In practice these suppositions won't be realised. 

Q.-Under what circumstances it would hit the Hindu hard? 
A.-If yon introduce the principle of graduation, the fortune of the who!& 

family would be taxed at a vecy high rate. 

Q.-Regard the Hindu family exactly as a Christian family. Tax the 
whole property on the death of the person. If i~ is a joint family .consisting 
of three members and if one of the brothers d1es, tax on one-third of th& 
property. 

A.-Then.there·will be this difficulty. It will act against the solidarity of 
the Hindu joint family. 

Q.-You are a Hindu and I am a Hindu; do yon find mariy cases of 
members living together after the dea.th of the father P 

A.-In these days the family is disintegrating. 
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Q.-Do you find any appreciable .nui:nbei' of cases in which first cousins 
only live together as part of the family? 

A.-There are many in Bihar and Orissa and in the United Provinces. I 
have myself got many friends-first cousins living together a~ members of a 
joint family. Take the case of Bhupendra Nath Basu m Bengal, for 
instance. 

Q.-But suppose the highest member of th~ genera~i~n dies. At the most 
two or three brothers of the highest generation are hvmg together. Is not 
there a tendency for these families to divide up after the death of the oldest 
ancestor? 

A -Qf course there are good as well as bad points. I know of many cases. 
Ther~ was one man, a Dy. Government Advocate in Bihar and ~rissa. 
He fell ill and he had to undergo a very expensive treatment. His first 
cousins supported him and he is very grateful f?r the joi!'t family and he 
says that but for the joint family he would have died. 

Q.-In a case like that all that is intended to. be .taxed _is his portion onl;v 
in the family property which he would have got If his family had been parti­
tioned. 

A -You don't answer my objection. You are by law discouraging the 
conti~uance of the solidarity of the joint family. In many joint families even 
the share is not estimated. 

Q.-Any pleader can find it out in ten minutes. 

A.-They go on like brothers and don't see the necessity of counting 
the assets. Once you introduce this system that psychological division may 
lead in course of time to a real division. · 

Q;-Whether it will be a communal tax or not, what I want to say is it 
will after all help the Hindus and won't be a hindrance. 

A.-I do not expect that your suppositions will be realised. 

The P1·esident. Q.-What is the other alternative method by ~hich :the 
tax would not be to the disadvantage of the community? 

A.-Dr. Paranjpye's scheme applies to ancestral property, What about 
self-acquired property? 

Dr. Paranjpye.-Anybody can do as he likes. If you and your brothers are 
Jiving together with joint ancestral property, your amount is your own unless 
the family has paid for your education and if at all you are alive to youJ; 
interest and if you find that your earning is far more, you probably would get 
a real separation of your interests so far as your private earnings are concerned, 

Dr. ParanjP'IJe. Q.-The state allows the accumulation of property and 
allows its passing to your heirs without any trouble on account of the peace 
and order it maintains. Therefore is it not entitled to a share? 

A.-I do not say that theoretically that tax is unsound. 
Q.-When we are talking of so pitching our taxation as to fall more on 

the people who have broad enough backs to bear it, don't you think it is a 
fair way of taxing the rich especially when they build up fortunes by wind­
falls? A man gets property by simply being born into it. He has not worked 
for it. 
. .1.-It might be suitable to Europe but not to .India. There are practical 

difficulties. 
The President. Q.- Can you tell us what they are? 
A.-You won't be able to form a proper estimate of the wealth left by 

a particular person. I have mentioned that in the case of jewellery the 
difficulty is insuperabl~. 

Dr. Paranjpye. Q.-Even in England it is insuperable. 
1L-It is specially so in India because of the Purdah. When a man want~ 

to become a bankrupt he converts his money into jewels. Similarly it is 
possible for him to evade death duties by converting money into jewels. 
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The Hon'ble Sardar Jogendra Singh. Q.-Would you wait till you get 
full control over the finances? 

A.-I would not wait for that ideal before undertaking expenditure on 
de>elopments. 

Dr. Paranjpye. Q.-Assuming that condition is satisfied and the public has 
got very great control on the spending of the imperial revenues, then do you 
still object to the death duties. 

· A.-There are practical difficulties. 
The President. Q.-Will you tell us the difficulties? 

A.-First there is the difficulty of assessing the property. Secondly this 
duty is repugnant to the feeling of the people. It will be extremely un-
popular. · 

Dr. Para11jpye. Q.-That has been so everywhere. 

·A.-Well, th.i€ will be more unpopular here. It will lead to evasion and 
corruption. 

The President. Q.-Can you evade it in the case of land? 

A.-In the case of land it cannot be e>aded. But death duties will 
heavily fall on the landed classes. In England the inroads of death duties 
are easily remedied by the successor adding to the fortune. They engage 
in commerce and business activities and make up for the lost amount. It 
is comparatively easy in England. 

Q.-Yon have observed that estates have been sold in England. 

A.-Yo-q can preserve them much more easily in England than in India. 
The landed classes are baclnvard in India. · 

Sir Percy Thompson. Q.-Death duties in the present furm were brought 
in by a Liberal Government and strongly opposed by the Conservative party. 
Very much the same arguments were used against them on that occasion. It 
was said that it would be unpopular, very difficult to administer and various 
objections on the lines that you are taking were urged on the occasion. It was 
brought in, it is being constantly increased and the last increase was by a 
Conservative Chancellor of the Exchequer in 1920. The same arguments used 
by you we're used then most >ehemently. -

.-i.-England is very much more advanced than India. In :f:ngland tax 
is paid more cheerfully than in India. Theoretically I do not consider death 
duties to be unsound. 

D1·. Paranjpye. Q.-l)on't you think that in the case of adoption a boy 
belonging to a poor family by a windfall comes into possession of lakhs. 

A.-You look upon it as a windfall; but adoption is a sacred custom. The 
son is regarded as a real son. It after all depends upon the way in which 
yon look at things. 

The P1·esident. Q.-The income-tax and succession duties if levied should 
he given permanency and you lay great stress upon that in the case of Bihar 
because it is an agricultural_province without adequate land revenue and an 
industrial province without an income-tax. You have a means of remedying 
it by imposing this. But yon object to the latter on the ground of psychologi­
rol objections and you propose that the province should live on its neighbours. 

A.-Xo, I do not think so. 

Q.-Yon say that this should be made good by subsidies from the Central 
Government. You say that Bihar and Orissa is heavily handicapped in the 
race with other provinces as besides capital undertakings of the usual provin­
cial character it has to finance the ordinary requirements of 34 millions of in­
habitants from a scanty income of about six crores, which it is not able to 
increase in spite of the fact that it possesses the richest minerals and land in 
India. In otlier words, the salt tax levied in other parts of India is to £11 

-the gap which might be filled by the succession duties in Bihar _and Orissa. 



227 

A.-I do maintain that India as a whole has a duty to her backward parts. 
A certain minimum of education and sanitation should be enforced. 

Q.-Your reasons for this province being backward ar~ that an undue 
share of wealth is going to the landlo~ds and o~ners of mmes and yet ~ou 
refuse to take back a portion of national wealth m the shape of death duties, 

A.---,Every duty has to be considered on its merits. It may be so~nd 
£rom one point of view. From this point of view I would have deat~ du~1es. 
But there are other objections. Agricultural ,income might be taxed m ~Ihhar 
for the development of Bihar and the <!omm1ttee may recommend a mmeral 
tax in Bihar. I would certainly not ob;ect. 

Q.-You prefer a tax on agricultural income to death d;;,tiesP 

A.-I would consider the first alternative preferable. 

Q.-Would that be any breach of the permanent s!lttlementP 
A.-It has been objected to on that ground. But I don't think the 

objection is valid. 
Q.-Your objections are the objections of the Conservatives in 1B94P 

A.-Yes. 
Q.-You refer to the Australian method of dividing the income-in. t,., 

Y0\1 tell us what those principles are? 
A.-Recently there was disagreement between the provinces and the 

Commonwealth Government. They were not able to arrive at a final under; 
standing. 

Q.-It was decided that the smaller incomes should go to one and the 
larger incomes should go to the other. 

A.-Yes. 
Q.-You agree that life insurance sl10uld be a State monopoly? 

A.-Yes. 
Q.-Will that not be unpopular? 

A.-No,. why should it be? Of course, any measure of ·state activity will be 
unpopular with those classes that are adversely affected. , 

Q.-It would not be unpopular with the people who have taken out policies? 

A.-;-It would be very popular with them. I myself would go to the post 
office msurance because the rates are cheap, the security is first class and 
the administration is very successful. 

Q.-Are you in favour of monopolies of matches and playing cards? 
Would it interfere with concerns inaking matches locally. 

A.-Yes, they might be bought out by the State. 

Q.-Is there any local manufacture of playing cai:dsP 

A.-I do not think there is much. The importation of playing cards 
might be prohibited. . 

Q.-Is it not simpler to levy a heavy custom duty? 

A.-I am looking at it from-the point of view of profit only. 

The Hon'ble Sardm· Jogendra Singh. Q.-You believe in protective 
tariffs? 

A.-Yes. 

Q.-Fcr protecting industry and raising revenue? 
1!..-Yes. 
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17th March 1925. 

CALCUTTA. 
PRESENT: 

Sir CHARLEs ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir BnAY CHA.."D liiAHTAn, G.C.I.E., K.C.S.I., I.O.JII., JIIaharaja-

dhiraja Bahadur of Burdwau. 
Sir Pnnoy THOMPSoN, K.B.E., C.B. 
The Hon'ble Sardar Joo&'IDRA SINGH. 
Dr. R. P. PARANJPYE. 

Mr. G. S. HARDY, I.C.S., Collector of Custo1ns, Calcutta, 
was examined. 

Written memorandum of Mr. Hardy. 
The form of our tariff schedule follows the general lines of the tariffs 

imposed by countries which have adopted a general tariff for revenue rather 
than protective purposes. Protectiv" tariffs for tl·e most part connote the 
imposition of a large number of different rates of duty, and necessitate the 
detailed specification within the tariff of the various articles involved. For a 
revenue tariff under which the majority of articles are at one general rate 
of duty, the usual practice is that exemplified in the Indian tariff which 
merely defines broad groups of articles. With a protective tariff the settle­
ment of doubtful cases is achieved by elaboration of the tariff schedule itself. 
With a revenue tariff, questions of classification as between two groups bear­
ing the same rate of duty are often of purely academic importance, and 
their settlement is achieved by a seriei1 of rulings not embodied in the 
schedule itself and not immediately published for general information. 

2. In the Indian Tariff of 1894; the principal exceptions from the general 
rate of duty which was then 5 per cent were that certain well-defined groups 
bore specific duties: that certain less well-defined groups were admitted free: 
and that a further and still less well-defined series of groups, including ma­
chinery and iron and steel required for industrial purposes, were assessable 
at 1 per cent. A series of border-line cases between this last set of groups 
and various other manufactures of iron and steel arose in the ensuing years, 
and a considerable body of what may be called case-law came into existence 
as a result. This type of case naturally gives rise to a large amount of 
work in the Custom House, but that in itself constitutes no argument against 
the imposition of differential rates. But for the merchant the matter is 
more serious. He may have tendered for a contract and find his estimate of 
cost vitiated by a wrong assumption as to the duty .payable. The discussion 
of disputed items may involve delay in the clearance of his goods, with loss 
of business and demurrage to pay. Further, the rigid interpretation of the 
law may result in a patent inequity in the treatment of two very similar 
articles. 

3. Recent developments of the tariff have greatly magnified these diffi­
culties, and I will first touch on the general group of iron and steel manu­
factures. In 1894, there were three possibilities in the assessment of such 
articles. They might be free or they might pay either 1 per cent, or 5 per 
cent. The rates were, however, sufficiently low to render the difference a 
matter, very often, of trivial importance to the merchant, but now that they 
are so much higher differences cannot be so freely neglected. Matters have 
been complicated moreover by the action of the Legislative Assembly in 1922, 
when they agreed to the raising to 10 per cent of what in 1894 was the 1 per, 
cent group, with the important exception of machinery which remained at 
2i p11r cent. It is no,.. possible for a steel article to be imported and for the 
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t · t"l h h luced. 1"t for examination at the importer to be uncer a1!1 u~ 1 e as proc 
Custom House, whether 1t wlll be assessed :-

(a) free as a component part of manual machinery, . 
(b) at 2! per cent as a component llart·of power machmery, 
(c) at 10 per cent as structural iron or steel; 
!d) at 15 per cent as hardware, or 
(e) at one of the various protective rates of duty. 

Leaving out of account the protective. duties, I am in favour of havinl): the~e 
differences eliminated as far as poss1ble. Much would be occurred m th1s 
direction if the Government of India's original proposals of 1922 were adopted, 
machinery thus becoming dutiable at 10 per cent. 

4. A further class of duties which have given a consider':tble amount of 
trouble are the so-called "luxury" duties imposed for the first time at 20 
per cent in 1921 and raised to 30 per cent in 1922. Many of ;these relate. to 
ill-defined classes of goods, and one of the most troublesome 1s the head1~g. 
which includes manufactures of silk. A Bill now before the Central LeglS• 
lature proposes to solve some of these difficulties by putting a special ra~e 
of 20 per cent on certain " mixed fabrics ". I. do not,. however,. regard t!lls 
proposal as furnishing more than a very partlal solut1o~, and 1t ~~Y g1ve 
rise to even more glaring inequities than the present tanff as adm1mstere~l. 
Jf the 30 per cent tariff on silk is to be maintained the o~ly method! m 
my opinion, of dealing with mixed fabrics is that ado:p,ted m the. Umt~d 
States where the silk rate is applied to goods composed wholly or m ch1ef 
value of silk ". A similar definition here, while involving some slight loss 
of duty, wou~d preclude uncertainty and elim~nate di.sp~tes an~ would further 
avoid ineqmty of treatment as between h1ghly snmlar artiCle. I doubt, 
however, whether the realisations from a 30 per cent duty on silk exceed 
by as much as 50 per cent the amount that would be realised by a 15 per 
cent duty. 

5. Other troublesome items, both for the Custom House and the importer,. 
are Nos. 138, 140 and 141 of the statutory schedule. Books consisting chiefly 
of pictures, commercial drawings and photograpM, partly. pictorial posters 
and enamelled signboards and illustrated religious tracts, are examples Of 
border line cases under the item 138. Metal match-boxes and match-box 
holders, and combined cigar and tantalus cabinets may be cited under item 140, 
and under item 141, toy-books, football boots and jerseys, boy-scouts' knives, 
stop-watches, kindergarten appliances and go-carts to fit a large doll or a small 
baby. The last item, in particular, involving, as it does, the heavy taxation 
of the children's Christmas stocking and Christmas tree, creates annually a 
widespread irritation which is out of all proportion to its value as a producer 
of revenue. It is very galling to the new poor to have to pay heavy duty on 
expensive presents sent out to their children by well-meaning relatives at 
Home. To lower the duty on these three items, particularly Nos. 139 and 
141, would involve little, if any, loss of duty in my opinion. 

6. I am not in favour of any further extension of export duties for reve­
nue purposes. The hides duty, in my opinion, has had a most detrimental 
effect on the trade. The cardinal objection to such duties from the adminis­
trati\·e point of view is the difficulty of satisfactory examination. Imports 
are all taken out of a steamer and can, within limits, be examined and 
cleared at leisure. Exports, on the other hand, cannot be delayed withou1o 
holding up the loading of a vessel, and it is never certain that a consignment 
which has been passed for export will all be shipped. Exports moreover to 
a large extent in Calcutta, and almost without exception in 'Rangoon 'are 
shipped from lighters in the stream where examination is a physical impossi­
bility. Even now we are virtually dependent on the honesty of the trade for 
the proper collection of our jute and tea duties, and though it is satisfactory 
to be able to record that to the best ·of my belief these duties are being 
honestly collected, I am very averse to attempting a similar experiment in. 
other trades. 



230 

7. As regards smuggling, I think it would be contrary to public policy for 
me to express any_ view as to the adequacy of the measures taken at present 
or as to the desirability of adopting others. 'Vith reference, however to the 
particular case of the- smuggling of opium into Burma I hold the vi~w that 
it is bound to continue so long as there is the present ~ide disparity between 
t-ite i>sue prices in Burma and in the" Indian Provinces. 

M,. H\lr<Jy gave or!d eviitence a!l foUQwll :­

The l',.esident. Q.-You are the Collector of Customs? 
A.-Yes. 
Q.-In taritrmatters customs are under the Commerce Department and in 

the matter of administration under the Central Board of Revenue? 

A.-,Ve do not as a rule communicate direct with the Conunerre Depart. 
meut. The tariff interpretations come from the Finance Department alld the 
Central Board of Revenue. In fact the Oommerce Department frames the 
tariff and the Finance Department interprets and administers it. J do not 

· know how far the latter department refers to the Commerce Department, 
1\ut we obtain orders from the Central Board of Revenue or the Finance 
Department as the case may be. -

Q.-The Tariff Board is so far purely an advisory body? 
A.-I believe so. · . 
Q.-What the Committee is concerned with mainly is broad principles and 

not details. · 
A.-I thought the best thing to do was to point out a few possible diffi­

culties in the way of administration. 
Q.-Do you think that great elaboration in the tariff is going to be neces­

~;ary in view of the recommendations made by the Fiscal Commission. 'fhey 
say " any considerable extension of specific duties or tariff valuations will 
iJJ,e.vit!tbly !~Jad, as we have pointed above, to elaboration of the tariff. Tn 
any case we think that elaboratioti is desirable " and then they go on with 
the examination of the tariff and say "from this point of view also, therefore, 
we must contemplate considerable elaboration of the existing tariff distinctions 
and a considerable increase in the number of items ". 

A.-I think it necessarily follow9 if you go in for protection, because if you 
are going to protect particular articles, you must be able to define more 
elaborately than if your tariff is for purely revenue purposes. I do not quite 
see how going in for more specific duties would necessarily elaborate the tariff 
very much. It is almost impossible to apply a specific duty to an article which 
is not capable of clear definition. 

Q.-You give one instance of the difficulties clue to the recent developments 
of the tariff and give us the case of iroi1 and steel manufactures . 

.'l.-Yes. 
Q.-You say that a particular article inay fall under any of the five groupR 

you have mentioned, and your recommendation is that these differences should 
be eliminated as far as possible. 

A.-Accepting the principle of protection, this will he impossible so long 
as yo,u attempt to protect a particular manufacture and leave unprotected 
other similar articles. 

Sir Percy Thompson. Q.-Take, for instance, the 10 per cent duty ."" 
machinery which you suggest, would it not be objected to by the Boml.ay mtll­
'()Wilers? 

•L-I think it would. But the proposal was originally made by the 
Go •• rnment of India when they proposed raising several items to 10 per cent .. 
Tl ,. Assembly took exception to this only in the case of machinery which 
reo 1 ~ine•l at 2! per cent, but they left untouched the oth~r items. J think 
th,! r . ..,g,<.lative Assembly possibly thought they were puttmg them all bar:k 
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to 2t per cent, but as a. ma.tter of fact ~hey were o.nly touching . one of ~he 
several items and forgot to put back .railway materu,tls, telegraph matenals 
and the various types of iron and steel. As. a matter of fact a great many 
things are complicated by the protective tariff. 

Q.-You say that questions as between two groups liearing the same rate 
of duty are often of purely academic importance, and their settlement is 
achie\•ed by a series of rulings not embodied in the schedule itself and not 
immediately published for general information. What is the process observed 
in regard to the publication of these rulings, are they published at all? 

A.-Formerly, they did not take the form. of formal rulings at all; th~re 
was merely a refere::ICe by a Collector of Customs to the Government of Ind1a, 
to which they replied in a letter and prob!).bly sent copies of their Jetter to 
the other Collectors. Now they take the form of rulings. They are not 
published, but periodically we compile these rulings· in the Custom House 
Manuals. 

Q.-I have not seen a Tariff Manual here. · 
A.-They are compiled in the Custom House hut .most of them are for 

departmental use only. Very often they are compiled in such a \vay. th~t 
part of the context is left out and one cannot be sure whether the rulmg 1s 
correctly interpreted without referring to the original. 

Q.-I think this particular hook is issued for official use only and there is 
nothing which the traders _can get P 

A.~I believe they publish one in Burma which is available for the use of 
the trade. 

Q.-The Central Board's rulings and the Government of India's rulings are 
not published at present P 

A.-No. 
Q.-Is it not desirable that they should be gazetted? 
A.-I think if they were gazetted, it will be advantageous to the public. 
Q.-Then you say that the rigid interpretation of the law may result in a 

patent inequity in the treatment of two very similar articles. Can you not 
b~ allowed to use your discretion under the Custom~ Law? 

A.-I do not think so, hut sometimes we have to use our discretion oiving 
to the fact that some of the definitions are so very vague. I have in mind the 
case of mixed cotton and silk goods. Hitherto, it was left to the discretion of 
the Collectors to decide the duties. A propos~tl now before the Legislative 
Assembly will make the definition clearer and allow us less discretion, but it may 
lead to more inequity. The simplest solution, i~ the duty is to remain, is to 
follow the American method and assess at the silk rate all goods manufactured . 
" wholly or in chief value from silk". There would be no difficulty in deciding 
what was the "chief value". 

Q.-Now to come back to the machinery, one great difficulty you find is 
that sometimes the duty on raw material works out higher than on the finished 
article. 

A.-Yes. It may do when there is a protective tariff. 
Q.-That is only one of the difficulties to be tackled? 
.4..-Yes. We no longer have the same difficulty in deciding what are com­

ponent parts of machinery now that the definition has been altered. The 
l\Iachinery Committee, which sat about the beginning of 1922, recommended the 
alteration of the definition of component parts. · 

Q.-You have no langei' the difficulty when a railway engine IS imported to 
see whether parts of it, like the pressure gauge, are really component parts or 
not? 

A.--component parts of the machinery, as now defined, are such parts as are. 
essential for the working of the machine and hm·e been given for this purposr 
some special shape or quality. 

Q.-You take the case of pictures, toys, etc., you would not allow a high, 
duty on these? 
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A.-I do not think t_he revenue on these items is considerable enough to 
make it wo~th while to levy a high duty. It is· possible that in the case of 
toys the gain to the revenue has been larger than in some other items. We 
get a very large amount of correspondence at Christmas time from people who 
have to pay duty on their children's toys. I should favour a lower duty in 
cases like this where the total gain to the revenue is small. 

Q.-Have you taken any figures to show what particular class of duty has 
gone beyond the point of maximum return? 

A.-I think it is very difficult to say definitely. I think most of these 
80 per cent duties, at any rate, tended to lower the imports, though probably 
not to a point at which it will reduce the revenue. There are, however, a 
good many other factors which must be taken into account. In the case of 
books, clocks or watches, there has been more careful collection of duties 
from the Post Office since 1920. Before that we used to lose a good deal of 
duty, as we practically did not touch the registered letter mails. Now we have 
them more or less under our control. 

Q .-There is no restriction in the size of letters P 
A.-A letter may be even 8 feet in size, bJit the idea is to discourage 

people from sending anything through the letter post by charging higher rates 
of postage. The only advantage of the letter mail is that it gets through more 
quickly. 

Q.-In the list of articles that tend to show diminishing returns from 
increased rates, you will see saccharine is an important one. Do you think it 
has reached the limit? 

A.-The chief reason is that there has been smuggling on such a large 
scale that it killed the trade in licit saccharine. When the duty was Rs. 20, 
the market price was Rs. 14, and only a little time ago, it had been Rs. 7 . 
in Calcutta. Most of it came over the Siamese frontier into Burma and thence 
to India. Probably the traders have got fair stocks of smuggled stuff. 

Q.-Has that been stopped? 
A.-Most of it has been. 

The President. Q.-In such occasions, would it be possible to prosecute 
these people who are selling below the rates for having smuggled articles 
without paying the customs duty? 

A.-I do not think there is any such law under which we can prosecute 
these people, at least under the Sea Customs Act as it stands now. 

Q.-If you find a thing for sale in .Calcutta that you can prove has not 
paid the duty, can you seize it? 

A.-I think if it is proved, we could probably seize it. 
Q.-Supposing you knew all the brands of saccharine which had passed 

through the Customs in India and if you found different ones on sale, could 
you prosecute? 

A.-But then the sellers would argue that it was old stock imported before 
the duty was raised. We cannot prove it to be otherwise. Our Land Customs 
Act was not applicable to the Siamese frontier. The result is that there was a 
very big leakage of revenue not only in saccharine, but also in matches; 
cigarettes and silk, etc., principally in matches and saccharine. The point 
was that there was no law under which the duty could be levied on goods 
crossing the frontier. 

Q.-After the introd'!ction of the ~ew Land C~toms ~ct, would you take 
action if you found art10les actually m consumption, which could be proved 
not to have paid the customs duty? 

A.-Onlv if we can find that it has been imported over the frontier after 
the Land Customs Act has been brought into force. Since then the prices 
have begun to rise, which indicates that the smuggling is being stopped. 

Sir Percy Thompson. Q.-Manufactures of ivory show a fall in duty, why? 
A.-It is so small a trade that it is difficult to stop smuggling. 
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Q.-The duty on "Plate, Gold and Silver" dropped from more tha~ a. 
l.akh and a half of r,upees to Rs. 80,000, which, at the actual rate of duty wh1ch 
was in force in 1920, is only equivalent to Rs. 20,000. 

A.-The actual import figures taken from the official returns were-
Rs. 

1919-20 6,36,000 
1920-21 13,44,900 
1921-22 8,28,000 
1922-23 7,83,000 
1923-24 . . 6,13,000 

'The figures in the statement you have shown me are lower than those in th111 
<lfficial returns, but the proportion is roughly the same. 

Q.-Is not the decrease rather striking? 
A.-Yes. 
Q.-Do you think it is, to any extent, due to smuggling? 
A.-I do not think so. Most of this sort of article comes from Europe. 

A great deal of it is really cheap and bulky stuff. 
Q.-Is not that duty operating as a protective· dutyP We were told that 

now-a-days when you wish to buy silver wedding presents, you get only thosa 
made in the country. 

A.-Perhaps. 
The President. Q.-What about the import of unmanufactured tobaccoP 
A.-In all these figures you must take into account the boom year 1920-2,1 

when exchange was high. There is bound to be a decrease after that undor 
every item. 

Q.-.As regards cigarettes, the duty in 1920 was just over a crore of rupees, 
it has now fallen to 67 lakhs of rupees and at the rate in force in 1920 it 
would he 45 lakbs. The actual imports have fallen in value from 2 crores 13 
Jakhs to 90 lakhs. 

A.-1920 was the boom year. According to my figures, if you take thu 
previous year, the imports were less than in 1923. The value of the importo 
\vere--

1919-20 1 crore. 68 lakbs of rupetll 
1920-21 2 " 56 " " 
J.921-22 1 " 31 " " 
1922-23 1 " 85 " " 
1923-24 1 " 56 " " 
For the first II months of this year 90 , , 

There is falling off this year, but I think the trade has picked up a little in 
the last month or two. 

Sir Percy Thompson. Q.-Foreign cigarettes have to a certain extent been 
~liRplaced by cigarettes manufactured in India. 

A.-Not to a very considerable extent. 
Q.-Haven't they put up big cigarette factories here? 
A.-The Imperial Tobacco Company has put up a factory in Madras; but 

I do not think it is a success. · 
Q.-Haven't they got big factories in this part of the country? 
A.-There is one in Monghyr. · 
Q.-I think there is one'i:. Calcutta. 
t1.-I do not think it cuts very much into the import trade. 
'l'he President. Q.-They have been manufacturing them for many years 

,Jlast. 
A.-I do not think they compete much with the import tratle. 
Q.-can you give us figures of unmanufactured tobacco for 1923-24 and for 

the first nine months of 1924-25? 



, A.-7In 1923-24 imports .were 4,557,000 lbs. weight, valued at Rs. 48,48,000; 
th" quantity was about 4 times and the value 3 times as m'uch as the previous 
year. During the first nine months of 1924-25, it was 3,965,000- lbs. weight, 
valued at Rs. 31,11,000. 

Sir Percy Thompson. Q.-What is the duty on unmanufactured tobacco 
now? ' 

A.-Re. 1 a ib. 
Q.-Wh~t is happening to the unmanufactured tobacco? 

A.--I suppose it must go into cigarettes made in the country. It went 
mailily to Madras in 1922-23; presumably it was going into the factory of the 
lmperi,al Tobacco Company on the Madras side .. 

Tit~ P"esidwt. Q.-Ithought it was the Bangalore factory. 
A.-Possibly. . 
Q.-In spite of the tremendous increase in unmanufactured tobacco, therE.' 

is not a corresponding decrease in cigarettes? 
A.-No. . 
8ir Per_cy Thompson. Q.-According to these figures (in the state­

In(lnt) .there is a decrease. In 1920 the value was Rs. 3,61,000 and now it is 
.Rs. 1,26,00i). . 

A ·-·-If you take 1 crore and 60· lakhs, you will find that it is about the 
average .of the last three years, leaving out the boom year 1920. I think 

. ·probably by the end of ~his year, it will be a little more than 1 crore and 20 
lakhs, as there hav(l been big imports in January and February. 

Q.-If you assume that-unmanufactured tobacco goes into cigarettes, the 
consumption of cigarettes must be growing. 

, · · A.-I suppose that is so. Those who formerly smoked an inferior class of 
cigarettes (biris, for instance) are now smoking a slightly better class. 

Q.-Is there any intention of protecting Indian-made cigarettes? 
·.A.-I do not think that the Government of India have ever admitted any 

intention to protect anything except in pursuance of the Tariff Board's recom­
mendations. I think they have always insisted that the tariff is entirely a 
revenue tariff. 

The President. Q.-Do yo'U see, fr~m a purely revenue point of view, any 
danger of the revenue from cigarettes being decreased by letting this unmann-

• factured tobacco come in cheaply to be manufactured in this country? 
A.-There has been an increase ·in the duty realised from unmanufacture<l 

tobacco. 
Q.-Would an increase above Re. 1 a lb. tend to check the import of 

unmanufactured tobacco and so· increase the duty. on the cigarettes? 
A.-I do not think that the Imperial Tobacco Company are very enthusiastic 

about local manufacture. I do not think they are going to swamp the markew 
With the stuff they are making here . 

. Q.-Is it not very much cheaper for them to manufacture cigarettes here 
instead of paying the duty? 

A.-There is a proposal to impose a specific duty on imp~rted cigarettes. [ 
believe the rate is to be Rs. 7-8 for certain classes and Rs. 10 for others, 
but I have not yet received official notice of the change. 

Q.-Is unmanufactirred tobacco being touched at the same time? 
A.-I do not think so. A considerable part of the cost of turning out 

cigarettes here is in the tins and paper. In manufacturing 100 cigarettes, 
less than half the cost would be the cost of the tobacco; the rest wou_ld go 
into labour, tins and paper. 

Q.-If the duty is not intended to be protective, ought not the duty tc be 
correlated to the duty on unmanufactured tobacco? 
' A.-I do n~t think so, because unmanufaCtured tobacco, which has belln 

imported in. the past, is very largely used for an entirely different class of 
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article, for instance, the B.urma cheroots. Many of these contain. imported 
tobacco. 

Q.-You say that the locally-made cigarettes are selling at 10 annas per 
hundred. 

A..-I won't quote that as the exact price. 
Q.-The whole of the retail price would be considerably less than the duty 

on the imported cigarettes? 
A..-I do not think any one has attempted to import cigarettes to compete 

with certain classes manufactured in India. 
Sir Percy Thompson. Q.-How do " Scissors " compete with some of the 

locally-manufactured cigarettes in Calcutta? 
A..-The paper is not quite as good quality as,•for instance, Gold Flake, 

Nor are the Indian cigarettes made from selected Virginia leaf. 
Q.-We were told that India is increasing its exports of unmanufactured 

iobacco which are going to England to be made into cigarettes, e.g., Gold Flake 
cigarettes. Unmanufactured tobacco is also imported from abroad and made 
in India into cigarettes to be consumed in the country. It is difficult tc 
understand how things operate. 

The PTeside1d. Q.-As regards Prints, there has been a steady decline in 
ihe receipts ~ince the increase in the rate of duty. Would you recommend 
a reduction on that ground? 

A.-To lower the duty on these three items (Prints, Engravings and Pictures) 
will involve little loss in revenue. The actual duty is very small. 

Q.-The values have also declined. 
A .-One reason for the decrease in values is that lots of picture postcards 

when came through the .post without paying any duty till about five years 
.ago are still not shown as pictures in the trade return$. · 

Q.-Do you treat them as works of art? 
A..-No. On works of art the duty is only 15 per cent, but if it is a mere 

picture, it is 30 per cent. It is rather a subtle distinction. 
Si1· Percy Thompson. Q.-On this item "J;'rints, Engravings and Pic­

tures " the duty in 1920 was 7t per cent and the yield was Rs. 11,000. The 
duty has now been multiplied by four and yet the yield has been multiplied by 
five. 

A.-Possibly because now we have been collecting the duty on picture post­
-cards which escaped duty before. 

Q.-The total value of the goods which include these letter postcards has 
decreased since 1920. The duty has been multiplied by four and yet the total 
yields have been multiplied by five. How do you reconcile these figriresi' 

A.-There is some mistake in the figure for 1920 : 7i per cent on 
IRs. 2,15,000 is not Rs. 11,000; it should be· about Rs. 17,000. ' · . 

The PTesident. Q.-As regards matches, there has been a lot of legal 
eva.sion by the importation of component parts. You have already got a tax 
-on splints. I suppose that would not appear under the figures of taxes on 
anatches. · · ·· · · 

A..-I sup_Plied some figures about th_is to the Commerce Department; I 
.do not know If you have got them. I notwed recently that loose matches were 
being sold in the streets. which look as though they were locally manufactured, 
,possibly to escape the priCe of the box. · 

Si1· Percy Thompson. Q.-The duty on matches is very little short of the 
value of the matches themselves. 

A.-It is about a pice a box. 
The President. Q.-Jewellery. Can you tell us why you have a tariff on 

'Precious stones cut, and not on precious stones uncut? 
A.-Probably to encourage the local cutting industry. 
Q.-Precious stones used to be free at one time? 
A.-That is so. 
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Q.-On pearls, unset, there is ilo duty; they are free? I 
A.-This was a concession, I think, to the Bahrein Pearl Fisheries,,ombay 

being their principal market. The old arrangement was that th were 
allowed free, because it was easy to smuggle them. 

Q.-How do you treat the articles sent by post? , 
A.-Some of the articles imported by post have not been broug~t into the 

trade returns at all. When we started collecting duty on precioup stones in 
the post, we obtained a very big revenue. But I do not think that the 
diamonds imported by post were shown as such in the trade returns. Now 
efforts are made to include certain items under their proper heads~ 

Q.-Now with regard to the suggestion for new duties, one of the witnesses 
suggested an export dutyo0n coffee and rubber. Another witness suggested an 
export duty on shellac with the modification that it should be heavier on the 
stick lac than on the manufactured article. ' 

A.-There is a considerable forest royalty on stick lac in Burma already. 
Whether it will bear heavier export duties, I do not know. 

Q.-Is it levied at the port? 
A.-It has to be certified by the Forest Department; we don't pass it with-

out a certificate that the royalty has been paid. 
Q.~Practically it is an export duty? 
A.-Yes. 
(t-Is anything grown in private forests? 
A.-I cannot say for certain. 
Q.-We are told that the process of converting stick lac into shellac is now 

being done in <!ermany and America, and it has been done cheaper than it can. 
be done in India. Do you know anything about that? 

A.-No. 
Q.-Another of the witnesses suggested the raising of the duty on cotton 

goods of higher counts and on woollen and silk goods. Do you think there is any 
room for that? 

A.-Is he not satisfied with the 30 per cent duty on silk goods? I would! 
rather see it at 15 per cent. · 

Q.-What about an export duty on cotton? 
A.-That would not affect us very much here. Th~ Government of India 

have thought about it for many years. I do not like export duties in general. 
I think I explained in my note that they are very difficult to collect satis­
fa.ctorily withou~ delaying shipping. 

Q.-Quite a number of witnesses suggested export duties on grain, wheat, 
etc. · 

The Hon'ble Sardar Jogendra Singh. Q.-Have you any idea of the export. 
duty on grain and foodstuffs? Will it not have the effect of cheapening the 
food in India and producing revenue also at the same time? 

A.-I do not think an export duty on wheat is any more objectionable than· 
export duty on rice. There is already a duty on rice. 

Q.-What is the duty on rice? 
A.-As. 3 a maund. 
Q.-Have you any idea what revenue it yields at the ports? 
A.-It produced one crore and sixteen lakhs last year and most of it comes 

from Burma. 
Q.-If all the foodstuffs were charged at the ports, it would be several' 

crores? 
A.-Yes, probably as much again as the rice duty. 
Q.-Have you any idea of the effect so far as the consumer in India is. 

concerned? Will it cheapen food? Who will pay it, the exporter or the pro­
ducer, or the consumer, or is it divided among all the three equally? 

A.-The export duty on rice is really so small that I do not think it is folt 
by the consumer. 
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Dr. Paranjpye. Q.-Practically Burma is the only rice-exporting countrJP 
in the world. 

A.-Not quite; about a fifth of the quantity comes from Bengal. 
Q.-But if Burma rice is stopped altogether from going out, there will b~· 

a w~rld shortage. That would not be the case with regard to whea.~. 
A.-After all much less rice is grown in Burma than in ·Bengal. 
Sir Percy Thompson. Q.-Suppose you. put an export duty on wheat;. 

would not that tend to restrict exports? 
A.-Yes; it would . 

. Q.-If it tends to restrict exports, would it not te~d to res~ricil the an~ounir 
grown? Is not that rather dangerous from the pomt of vrew of fa~mes?. 
Otherwise in ordinary years you would have a surplus to export and m had. 
years you'may have it for home consumption. 

A.-Yes; that is so. 
The Hon'ble Sardar Jogendra Singh. Q.-Would a small duty maka any· 

difference? 
A.-I think that the rice duty is so very small that it does not affect the· 

trade one way or the other. 
Sir Percy Thompson. Q.-Is not there this difference between rico and' 

wheat: that with rice India fixes the world price, whereas with wheat the· 
world price is fixed elsewhere and India has to conform to it? • 

A.-Yes. 
The President. Q.-Is not the position rather this? The Fiscal Commis­

sion Ueport says " India contributes approximately 50 per cent. of the total' 
rice export of the world, the only other countries of serious importance as 
rice exporters being Indo-China and Siam. Both these countries impose exporto 
duties on their rice, and therefore in comparison with them Indian rice 
cannot be said to be at any disadvantage." Then they· go on to say "The· 
two cases, however, are by no means parallel. ·we have argued that rice for 
export may be regarded as a semi-monopoly of India. No such claim could 
possibly be made in the case of wheat. The export of Indian wheat to the 
United Kingdom, which is the main market, though in the years immediately 
before the war, amounting to about 15 per cent of the total imports of the­
United Kingdom, has dwindled in more recent years to only 4 per cent •. 
Under these conditions an export duty on wheat would undoubtedly fall on the 
producer. 'Ve cannot, therefore, recommend that any export duty on wheat 
should be imposed for revenue purposes." You accept the conclusion that the· 
duty on wheat would fall on the producer? · 

A.-Yes. 
The Hon'ble Sardar Jogendra Singh. Q.-Do you hold t~e same view about: 

oil-seeds? 
A.-I am not keen on· e'>port duties at all, because I think they are very· 

troublesome to collect. You cannot adjust your duty before the goods leave. 
Q.-The difficulty of collection is in the way of export duty on oil-seeds? 
.'1.-It is always unsatisfactory to discuss what you have to pay after the· 

thing has gone; and the collection of duty itself hampers the freedom of· 
export trade much more than the freedom of import trade. 

The P-resident. Q.-The Fiscal Commission Report says "The main result 
therefore of imposing a protective export duty on oil-seeds would be that the 
producer would be sacrificed to an unsound economic theory, and that the pro-
duction of a valuable crop would be discouraged." . 

A.-I accept that. 
The Hon'ble Sardar Jogendra Singh. Q.-There is the other view that­

the oil-seeds that go out of the country are needed for manufacture and it is 
a good thing to stop the oil-seeds from going out. That is the view widely 
held by agricultural experts. 

A.-I am not an agricultural expert. 
Q.-How do you collect your duty on sugar? 
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.4.-It is a tariff valuation duty. 
Q.-Has it had any influence on internal prices? 
A.-The prices are very low at present. The prices of imported/ sugar 

-<iepe~d on world prices largely and are little affected by the duty. I 
Su· Percy Thompson. Q.-Have not the world prices of sugar fa;l!m enor-

·"!llously? . 
A.-Yes. 
The President. Q.-The duty is ad -ralorem? 
A.-Yes, 25 _per cent. It is now proposed to. convert that jn~ a specific 

~iuty. . 
Q.-No variation with price at all? 
.4 .• -No. 
The Hon'ble Sardar Jogendra Singh. Q.-In assessing the duty, do you 

assess it in rupees or in foreign money? 
.1.-We. t-ake the tariff valuations. For instance, Java white sugar 1s 

-taken at Rs. 17-8 a cwt. and we collect 25 per cent on that. 
Q.-And in the case of other duties which you collect, does the exchange 

,play aLy part at all or do you have a fixed rate? 
A.- Exchange does play a part in some cases. 
Q.-Tjlerefore, a high exchange must have an ipfluence in lowering the 

-customs receipts? 
A.-Yes. 
The President. Q.-You object to the duty on hides? 
A.-Yes. 
Q.-You recommend abolishing it? 
A.-It is one of the most difficult things to collect satisfactorily. It has 

.affected trade adversely, especially in Burma.· · 
Q.-The Fiscal Commission, while recommending that the export duty on 

:hides should be abolished, said that possibly a small revenue duty on skins 
could be justified on the ground that Indian goat skins formed a monopoly. 
Do ~·ou agree with that at all? 

A.-On that grourid, yes. But I would like to see the duties even on skins 
·abolished on account of the difficulty of satisfactory collection . 

. Q.-And the duty on tea? Have you any views on that one way or the 
.other? 

A.-1 have no strong views. 
]Jr. Pamnjpye. Q.-Are you satisfied with the efficiency of your collection 

,a-gency? 
A.-'-Efficiency as a whole? 
Q.-Yes. 
A.-I think I should prefer not to say anything specifically on this point. 
Q.-It is generally believed that cert~in appointments in. your d!"par_tment 

.are most sought after. I am only talkmg of the· general 1mpress10n m the 
:mind of the public. 

A.-You mean that there is dishonesty in certain departments? 
Q.-Yes . 
.4 .-There may be; but any case that we discover we deal with >cry 

-.drastically. But it is difficult tc get conclusive p~oof about such matters. 
The President. Q.-That is one of the reasons why it i~ advisable to l:ave 

.specific ~ates when _your duties are high .. 
A.-That would not necessarily mean that frauds would disa;ppear . . 1:9 

faPt it · i~ nrobabl:v easier iri some cases to defraud revenue w1th specific 
.<l.uties th~n with ad ialore1n duties. One is a question of quantity and the 
.{)ther is a question of value. 

Q.-Can you expiain the machinery with regard to the audit conducted 
inside the Custom House? · 
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A.-We have two audit departments in the office itself. One of them see~> 
every transaction that takes place on the revenue side, and audits all trans­
actions, except a few expenditure matters audited by the Accountant-General. 
They check calculations a.nd to some extent they attempt to check t~e valua­
tions accepted by the appraiser. If they find the same class of goods nnpori_ed 
b.l' two different merchants valued at different rate~ on the sa~e day, t~·.ey 
would (;a]] attention to that. They are also .respons1ble for calhng attentl<>l:' 
to omissions or defects in procedure. The peripatetic audit by the Auditor­
General's representatives takes place every two· years and it tests the work 
of the past two years. They select a particular month for a particular branch 
and check the accounts. 

Q.-Can you give us a general idea of the result of the last checkP Wen­
any grave irregularities discovered? 

A.-I was not here last time. I think there were some grave irregularities 
at that time; and I do not know how far the Auditor-General was responsible 
for unearthing them. But certainly that audit is very useful. A very 
seart!hing inquiry' is made; but it is generally too late to rectify any lrreguh .. 
rities that may be discovered. 

Q.-The question was raised about the Indian-made salt being barred f~om 
the Calcutta golahs, whereas the. salt from abroad came ii1 bulk without the 
payment of any duty or without coming under the regulation, as in the case 
of the salt from Madras factories. The salt from the Madras factories ha~ to 
travel under a bond which covers the duty as well as the cost pi-ice and cannot 
enter the golahs when it arrives and secondly has to bear interest on the duty. 
Tias this been made a matter of complaint? 

A.-No such complaint has been received by me since I have been here. 

Q. Perhaps they have given it up. They have been hammering away at it 
for the past half century. The chief demand is that they should be allowed 
to put salt in railway wagons, and that it should be subjected to the same 
treatment as the imported salt. Failing that they should be allowed the same 
treatment when they bring it in by sea. I am told that certain vessels are not 
allowed to approach the golahs and discharge the salt. 

A.-I do not know that, but of course, only very small vessels can go 
alongside the golahs. . 

Q.-Ships carry comparatively little salt and it would not be worth the 
master's while to come along for the sake of salt-. Have you Bombay salt in 
your golas? 

A.-I am afraid I cannot say off-hand. · 
Q.-Do you 1·ecover any duty on wastage in the golahs? 
A.-We charge duty on all salt that goes into the golah but an allowance is 

made for reasonable wastage. · 
Q.-The owner pays duty only on what goes out if the waste is reasonable. 
A.-Yes. 
Q.-'fhe loss in weight during the transit falls on him. 
A.-The merchant here pays the duty. 
_Q.-Suppose the. m.erc!tant here purchases salt from Hamburg and Tuti­

corm: In one case 1t ~s l_1able to duty on w.astage from the time of purchase, 
and m the other case 1t 1s not. The duty 1s many times the cost price He 
wants to get into the golalt in order to escape that. · 

Sir P~rcy Thompso-n. Q.--Supposing a thousand maund~ of salt manu. 
factured m Madras, and whwh has paid duty is put on board· when it comes 
to Calcutta, yon charge duty again. ' 

A.-That is according to the Sea Customs Act. 
The P1·esident. Q.-But do you charge the locally-made salt? 
A.-Yes, we do so according to the Sea Customs Act. 

; Q.-Surely, ~here are rules under the Sea Customs Act to cover all .that. 
'ery often a slup cannot get into the golah. 
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A.-Under the Sea Customs Act salt and opium are liable to duty if thev 
•come from a coastal port. ' · 

Q.-The duty on wastage caused during the transit is paid in Cnlcutta 
•before clearance? 

A.-Yes. 
Q.-How long have you been here? 
A.-Five months. 
Q.-Two y~ars ago our Salt Commissioner came here to see if some action 

·could not be taken. I would like to see the papers connected with his visit. 
"Will you allow the Committee to have access to them P 

.4..-certainly. 
Q.-We should also like to see the golahs. 
A.-Will to-morrow morning suit the Committee? 
The Hon'ble Sardar Jogendra Singh. Q.~What effect is the duty pro­

ducing on the import of steel? 
A.-It would take a very long time to estimate the different effects on all the 

lllifferent items. 
Q.-Is there much dumping going onP 
.4.-You mean, are imported articles sold here at a lower price than in the 

·<>Ountry of origin? I am a~raid I have not made enquiries on this point. 

· 'Professor AKSHAY KUMAR SARKAR, M.A., Offg. Professor of 
Economics, Hooghly College, Hooghly, was next examined. 

Written memorandum of Professor Sarkar. 
Q. 1.-" Agricultural Statistics of India" and "Estimates of Area and 

'Yield of Principal Crops of India " of the Commercial Intelligence Depart­
·ment are no doubt good sources for scientific calculation of the annual 
•wealth of the country. 

Q. 4.-These statistics are defective and the method of collecting them 
·may be improved, in Bengal, by handing over the work to the Inspecting 
.Agency of the Education Department. The Divisional Inspectors with the 
·assistance of their subordinate touring officers, and the local teachers of the 
•Government as well as the aided schools, are expected to collect the inform­
ations better than the illiterate and irresponsible village chowkidars or their 

"Police superiors. A graduate headmaster of an aided high school of which 
·the number is about 1,000 in Bengal, is surely a more intelligent agency in 
"this respect than the Chota Daroga of a thana or even the President of an 
Union Board. Services of the under-graduate teachers of theM. E. or M. V. 
schools, and of the trained. gums of the pathsalas may be available for this 

-sort of honorary work, if required by the Inspecting Agency of the Govern­
ment. 

Q. 6.-(1) Useful collection of jnformation in this respect may be attempt­
-ed from substantial employers of manual and clerical labour for industrial 
·and commercial purposes. But the better method would be to collect these 
iinformations directly through .the Government agency in the Department of 
:Statistics. . 

(2) and (3). Statistics of prices from trading proprietors and those of rentals 
•of house property from landlords may not serve any useful purpose, as they 
-are likely to be tampered with for trade purposes and evasion of due payment 
of income-tax. Legislation for the first method may be undertaken for all 

'India. 
Q. 18.-A single general principle need not be laid down re the return 

'from a Government commercial or semi-commercial undertaking. I think (a), 
-,a ·bare return on the capital invested in railways should be prescribed. 
1Becausl.' railways as an agency of the economic development are directly help-
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ful to the production of wealth and indjrectly helpful to the revenue of the 
state. 

(b) A commercial retu~n may ~e insisted on in s<;>me Gover~ment ent?r­
prises the benefits from whwh are hkely to be appropriated by pnvate parties 
otherwise. Government irrigation caiials in the permanently-settled areas 
may be run on commercial principles of return while those in the lchas-mahal.~ 
or the temporarily-settled estates may be run on a different system of bare 
return on the invested capital. 

(c) Certain concerns, e.g., the opium manufacture, public distilleries may 
be appropriately run on the principle of monopoly profit. · 

Q. 1!, (/).-There is an element of taxation in the profits of ~he rupee 
coinage in India. In normal times (before the war) there was a high profit 
(more than '40 p. c.) m the rupee coinage. This was surely much more than 
the brassage. The payment was compulsory as men cannot but use the 
currency and as they cannot get it from any other source than the Govern-· 
ment. 

Q. 21.-Very few indirect taxes may be voluntary and most of them are 
compulsory. The customs on the imported steel joists, Manchester piece-goods 
and many other articles are surely not voluntary. People must use them and 
mu;;t pay taxes on them. 

There may be a few articles, the taxes on which may be evaded through 
the giving up of their consumption. But long standing habits or socbl cus­
tom and tradition may have made most of these conventional necessities, and 
there is hardly any option left to the consumers to give up their use. A heavy 
indirect tax on gold and silver used for the purpose of making ornaments as 
portion of dowries, cannot be regarded as voluntary. The indirect tax on a 
motor lorry, again, is not voluntary, when it is a necessary factor in the 
organisation of a business. 

Mere luxuries sometimes are in the list of optional consumption of a man, 
and taxes on them may be regarded as voluntary. Certain kinds of foreign 
scents, letter papers, fountain pens, etc., are used by a class of people in 
India who are not habituated in the use of those articles and can give up 
them without the least social inconvenience or mental discomfort. Any in­
convenient rise in the prices of such artjcles will lessen their consumption al­
most automatically, and those who will still continue to use them, can give 
them up whenever they will like to do so. Taxes on such articles may be 
regarded as optional. 

Q. 28.-The consumption of tobacco in hulclcah is not a luxury i~ India. 
Mostly it is a conventional necessity and to a considerable extent it is a 
necessity of a higher degree even. An Indian cannot dispense with its use as 
the least costly means of social amenity and however high may its price rise 
he will be compelled to purchase it. Thus any tax on ordinary country-made 
tobacco (not manufactured cigars and cigarettes) is sure to impose an eco­
nomic burden on the millions of India. 

The tobacco smoking in the case of the manual labourers may even be 
regarded as necessary for the efficiency of their labour. 

Q. 2.!,.-Taxes on certain kinds of entertainments in town areas and 
higher class (second and first) railway tickets may be justified. Such taxes 
will not be burdensome and their payment will be the least inconvenient and 
by tl~eir imposition ~he dema~d for public revenue will be satisfied without any 
legiti~nate .o: conceivable .disconte~t of those who will have to pay them. 
Any uupositwn on the third and mter-class railway tickets js objectionable 
on the ground of causing obstruction to movement in response to economic 
pursuit. The simple village entertainment should not be taxed in the inter­
est of the healthy occasional hilarity of the much toiling village folk as well as 
on the political ground of avoiding widespread unpopularity. Such a tax will 
be ,·ery uneconomical in collection charges and its contribution to the revenue 
of the State will be insignificant. 

Q. 27.-In this country the principle that every member of the community 
should pay a tax, should not· be adopted. It will lead to hardship in many 
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cases, e.g., in the cases of widows who do not earn their livelihood. At the­
same time i~ is. not possible !o grant practical exemption to all such persons. 
from many tndtrect taxes whtch are necessary and equitable impositions from 
various other points of views. 

The principle, therefore, should be modified in all cases of direct impositions. 
for imperial, provincjal or local purposes. Those who are not expected to 
earn. an,YJ>hing,. because of social or r~ligjous restrictions, or of physical or 
mental mcapactty, . and at the same ttme are not of sufficient independent 
means, should be exempted from all direct taxation. This is not the case· 
regarding the local rates and particuladly the chowkidari tax in Bengal. 
Statutory prohibition of such direct impositions may be considered. 

Q. 28.-Not in all cases. The dogma that taxation should go hand in hand 
with representation should be interpreted to mean that a tax-payer has a. 
right to be represented and not· to mean that none but those who pay taxes 
should be represented. Fancy franchise on intellectual basis is of great 
necessity in this country for the proper guidance and organisation of the 
coming democracy. 

Qs. 29 and 30;-The imposition may be of mixed character, direct ~nd in­
direct both. 

The poll tax may not be so objectionable as regarded by mr.ny, if levied 
with proper restrictions and limitations. 

Q. 31 (8).-The chowkidnri tax is a very bad one from more than one point 
of view. Its collection is expensive, jts incidence on the poorest is high, and 
it is a source of vexation to all. · Such a direc'' tax should not be imposed. 

An annual capitation tax of four annas on all adult males with liberal and 
considerable exemptions in cases of physical incompetence or religious vow 
ruay be practicable and economical. The collecting agency should be the 
collector of the district.and the assessment and collection may be made through 
demand notice by the collector and evasjon or default in payment may bE'. 
penalised. The income-tax process may be the model for the assessment and 
collection. 

· Q. S2.-The profession tax in the case of the lowest classes, will be more­
objectionable than the Customs or excise duties, as more irritatjng and less 
economical in collection, and perhaps less equitable in assessment. However 
in case of extreme necessity, a plough tax of eight annas a year may be 
considered in the rural areas. 

Q. 88.-Iri India the rates of income-tax are unfairly high in case of th •. 
low incomes and indulgently low in case of the high incomes. Up to £500 the 
rates .may be lowered and from £1,000 the rates may be raised, the highes~ 
rate being 50 per cent. 

Q. 35.-I advocate a differentiation regarding the rate of income-tax on 
earned and unearned incomes; On the latter income the rate may be made 
higher. 

Q. 36.-No. Not only such a practice will be of inquisitorial nature but it 
will set a premium on dishonesty and is very likely to defeat the purpose. 

Q. 88.-I am strongly in fa>our of the remo>al of the exemption of in­
comes deri>ed from agriculture. A distinction on principle between the 
actual earnings of the farmer and the mostly unearned increment of the 
absentee landlord is sound from the point of view of equity as well as economy, 
but does not seem to be necessary in practice so long as the present limits of 
exemption from income-tax are maintained. The present exemption of the 
so-called agricultural incomes of the Bengal zamindars is highly objection­
able as causing an invidious distinction on impositions on different kjnds of 
capitalist earnings. The earnings of the zamindars are nothing but the 
earnings of their capital in>ested in land, and there cannot be any justifica­
tion for exemption. This exemption has caused the loss of a large revenue to 
the State and there has b~n no compensatory gain in the way of improvement 
to agriculture or in any other way. 
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The injustice to the community has been aggravated by the faulty metho!'l 
<Of calculating a zamindar's income. for ~ettling the income-tax rates on his 
non-agricultural income. The zammdan may be _worth five .lakh~ annually 
but if his agricu]tural income is four lakhs, he Will h~ve to p~y mcome-tax 
not only on one lakh but also at a lower rate than his whole. mcome makes 
him liable to. The rent roll of the Bengal zamindars a!ter the payment of 

·the land revenue is worth ten crores of rupees approximately. If, on ·the 
average, a five per cent tax may be realised on their income, the sum may be 
·totalised at 50 lakhs annually. 

Q. 40.-I am not in favour of lowering the Indian limit of ~xemption. 
·The poorest incomes _tha~ are taxed are mostly earne~ by_ the :r;rnddle class 
people who are to .res~de m dear urban areas and to maintam a hig~er s~and­
.ard of living than the payers o.f the land revenue generally who hve simple 
.and less costly life in the rural areas. 

Q. 48.-I generall:y agree wit~ t~e statement that "the rule th;at 
necessaries should be free and that mduect taxes should fall only on luxuries 
is thus a counsel of perfection not always attainable; in a country where three­
fourths of the population consume no luxuries, the majority can only be·1a:z:ed 
through necessaries, and in these circumstances there is no hardship in such 
.-a tax." · 

The salt tax may be retained but its rate may be made very low in ordi­
nary times. Only on an emergency it should be resorted to as a substantial 

,source of revenue. I am against its total abolition on the grounds (a) that it 
makes everyone to pay a little towards the revenue of ·the j;ltate, (b) people 
me familiar with it and (c) in case of emergency the re-imposition will be 
-irritating. · 

Q. 49.-I would. like to see an excise tax on (a) chewing gum, (b) cigarette 
paper, and some other articles of luxury with regard to which any industrial 
·development is not expected to be ultimately conducive to any good to the 
'Country. The capital invested in such industries if diverted on account of 
·the presence of taxation to some other more useful channels, the country 
will be economically benefited. · 

Q. 50.-Indirect taxation may be of graduated rates so as to fall with 
·heavier impact on the wealthier classes. 

Such graduation may be practicable in some cases, e.g., fashionable dresses 
·and furniture, silver and golden wares, costly drinks, smokes, and a few 
·other articles of similar character. · 

Q. 51.-I agree in the principle quoted about the salt tax and I am in 
~avour of its retention as the best method of realising a part of the revenue 
f~om the P?orest class~s. But I am of opinion that the present rate is very 
~ugh, that m normal times the rate should not exceed annas eight per maund 
and may even be less, that is, annas four per maund. The salt tax should 
rather be an emergency tax for meeting expenditures on abnormal occasions 
when no other source may be available. 

Q. 61.-I do not anticipate the introduction of total prohibition now or 
in the near future, in selected areas or generally. . .. 

S? !o.ng as. the human nature will remain as it is, any scheme for total 
prolnlntt~m wtll not only be costly and unpopular but also ineffective and 
harmful m ~ good many cases. To maintain the health and efficiency of labour 
the l!a.cl~ l<:a! (?ountry hquo! of a. p~rt!cular kind) is a necessity, and its total 
proh1btt10n wtll be econonncally lllJUrwus to the country. 

Q. 9_6.-Rent may ?e define~ as pay_ment for the enjoyment of differential 
·economiC advantages m employmg cap1tal and labour on land to its proprie­
tor. Tl~e payment must be not only legally but also jn actual fact voluntary. 
. Tax IS con~pulsory payment to the State. The land revenue is a tax when 
the payme~t 1s compulsory and to the State and when it exceeds the amount 
of economtc rent. The monopoly of the State landlordism and the manner 
·ol assessm_en~ and that of the realisation of the dues and also the necessity 
uf the maJonty ?f the people to f:_tll upon land as the only source for the em­
,ployment of theJr labour and cap1tal, have made the Indian land revenue in 
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the temporarily-settled states akin to a tax. On the other hand the Snhn­
ranpur rule limiting the assessment to the 50 per cent. of the n~t product 
the innate nature of the agrjcultural industry and long term of settlement 
and the consideration at the time of the resettlement have made it like rent. 
OL the whole, I think, the Indian land revenue partakes more of the nature 
ot a rent than of a tax, and this characteristic is likely to develop along with 
the growing force of the public opinion on the administration of the country 
az;d also along with the industrial progress and the opening out of the new 
avenups for the employment of labour in India. 

Q. 100.--Qn the analogy of the income-tax exemption, an exemption limit 
is necessary in the case of the agricultural earnings also. This limit may be 
Hs. 2,000 as in the other case. · 

It is quite practicable. An average income may be worked out on the 
basis of the plough or the acre. The net income may be calculated after a 
proper allowance is made for the necessary expenditures of the farm includ­
ing the payment of the land revenue. 

It is not· necessary to make any exemption from payment of land revenue.' 
Even if such an exemption be allowed further fractionisatjon of holdings may 
be easily prevented by the imposition of a high penalty fee on conveyance 
causing an economic fractionisation of holdings. 

Q. 102.-ln agreement with the principle that "in old countries newly 
disco\'Cred natural resources of high value should· not be allowed to become 
private property," I like to see waste land newly brought under an irrigation 
scheme, retained as property of the State. 

Q. 106.-1 think that the two principles-the ability to pay and the bene­
fits received-may he combined in both the cases, that is, (a) the_ national or 
onerous services, and (b) the local or beneficial services. Such a combination, 
1 think, is an unavoidable necessity in the case of the local services. The 
chowkidari tax in Bengal and the Union Board rates are imposed in accord­
ance with this combined princjple. No improvement in the rural area is 
possible if the service principle alone be accepted for raising money for ex­
cavating tanks, sinking wells, making roads or erecting dams to prevent 
floods. The first principle may be more vigorously accepted -in the above 
cases than the second which may claim for vigorous application only in those 
cases where a direct and specific economic advantiige to the parties accrue. 
Thus if a tank be dug or a dam be raised for irrigation purpose, the assess­
ment may be based on the specific benefit principle. Actually in Bengal the 
peasants distribute the common expenditures whim incurred for irrigation, 
etc., on the principle of specific benefit received. 

Q. 119.-Taxes may be imposed on business profits, hotels and mines arter 
allowing a reasonable exemption limit. 

Q. 120.-(i) I am not in favour of an universal income-tax, embracing 
every income and varying with the size of the family. Such an imposition 
will be unpopular and uneconomical. The assessment will be difficult and 
very often unfair, and the collection will be costly. 

(ii) I am in favour of an income-tax upon agricultural incomes, succes­
sion duties registration fee on marriages, tax on houses, tax on motor cars 
and other 'vehicles, primarily used as articles of luxury, horses and other 
means of display. 

In each of the above cases there should be a reasonable limit of exemption .. 
Thus the subsistence income say Rs. 2,000 a year from agriculture should not. 
be taxed · succesSion duties should not be levied on a property worth less t!tan 
Rs. 25 oOO • the registration fee on marriage may be made nominal in the­
c~;ses of th~ poor, and will be graduated according to the dowry and expen­
dctura on -display. 

(iii) A tax on dowries to vary according to the amount of the dowry· 
would be very commendable. The dowry system has become a veritable s~mrce 
of rnin to the middle class people in Bengal. It not only puts a rumous 
pressure on the bride's party who is to pay but also does not commensurately· 
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benefit the bridegroom's party who gets it. Much unnecessary and. conven­
tional expenditures are incurred which were not in vogue a generat1on ago. 
Thus a sum of wealth is lost to the society to no purpose. From the scale of 
payment of dowry in Bengal, it may be said that a. substantia~ amo~nt of 
revenue may be secured to the State and at the same t1me a growmg ev11" may 
be diminished. A respectable gentleman may be made an agent of the 
Government with the approval of both the parties, who will be responsible for 
submitting an account of the dowry on which the assessment will be made. 
The position of the agent will be like that of· an election agent. 

(iv) I agree in Professor _K. V. Rang~swami. Ayy~ngar's programme of 
new taxation with the except10n of the umversal mhab1ted house duty. 

(v) I agree in the opinion of Mr. Vakil re an. export duty on jute and a 
marriage duty of one rupee payable by either party. .During the Muham­
madan period and the early British period in Bengal a marriage duty was 
imposed and such a duty will no doubt be a substantial source of revenue in 
Bengal ~nd will not be minded much as an occasional payment, especially as 
the occasion is one of expenditure. There is a custom among peasants, even 
to-day, in many parts to make presents of dhutis and chadars (cloth.~) to their 
zamindars or their agents, on the occasion of marriage in their families. 

Q. 137.-I am strongly of opinion that duties on inheritance or succession 
should be imposed for raising a part of the necessary revenue to the State. 

The classical economists are in favour of such duties as well as the modern 
socialists. The argument that such an imposition may lessen the zeal of the 
individuals in their productive enterprises is weak and if th~ imposition be 
reasonably graduated and an exemption limit of Rs. 25,000 for an individual 
inheritance may be prescribed, the tax will be an excellent one. 

Q. 138.-Taxes on inheritance may be made to vary according to the size 
of the State or with the amount inherited by each individual heir. The 
degree of relation will be difficult to ascertain and will give rise to dishonesty. 
I prefer the last method as the simplest and the most equitable as well as eco­
nomical. A sufficient exemption limit will soothe the feeling of the heir and 
will enable him to have a good start in life and also will satisfy the socialistic 
principle of economical distribution . 

. _Q. 14~-;-After a re':"sonable limit of exemptio~, say Rs. 25,000, the scale 
of 1mpo~1t10n may be hke that in England . 
. Q. 143.-:-I do ~ot agree in the view of Sir James Stephen "that a succes­

~~•:m d.UtY. m Ind1!1.would operate most inequitably as, under the system of 
Jomt f~m1ly an~ JO~nt own~rship in the family property; the demise of the 
head of the family m most mstances would be an occasion not of additional · 
st!ength. to _survi':ors, but rather of weakness, owing to the earning member 
of the family bemg cut off, and the consequent difficulty of making the 
property pay." 

If small properties be exempted there will be no harm to anyone. 

Professor Sarkar gave oral evidence as follows :-

The President. 
College? 

Q.-You are the ~fficiating Professor of Economics, Hooghly 

A.-Yes, Sir . 

. Q.;-We come to question No. 13, where you say that a single general 
prmmple need not be laid down regarding the return from a Government 
ccm.m~rcial or s~mi-commercial undertaking. You say commercial return may ti:: mststed on m s?me Gove~ment en~erprises the benefits from which are 

ely to be appropnated by pr1vate parties. That is your test? 
. A.-Yes, Sir. I have referred to it by having permanent settlement in 

mm~l. In such tracts the benefits ofirrigation works will accrue mostly to the 
znnnndnrs. 
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Q.-Then ~e. pass oli to _the volunt~ry taxes, and in the case of tobacco. 
you ~ay that It IS a conventional necessity and to a considerable degree it iS­
a necessity for the efficiency of labour P 

A.-That .ia my personal experience. I have got a farm of my own and r 
hav~ seen with my own eyes that labourers cannot work efficiently without 

. a pmch of t(lbacco every half hour. It is absolutely a necessity and not a 
luxury. The farm is in the Hughli district. There I have seen the labourers· 
smoking three or four times from the morning to the evening. 'Ve know unless 
tobacco is given just in time they won't work efficiently. 
. Q.-In question No. 61, you refer to pachwai as a necessity. Do you 
regarci this also as essential to maintain the health and efficiency of labour? 

A.-That is my personal" opinion. 
Q.-Do you know if doctors recommend it as essen~ial to the health of· 

the labouring classes? 
A.-I do not llmow what doctors say about it and I do not know whether 

~he opinion is scientifically correct or not, but I think it is a necessity for the· 
efficiency of the labouring classes. 

Q.-Would you say the same about opium? 
A.-Generally the labouring classes do not take opium. Only after a 

.::ertain age. the middle class people begin to take opium. It is not taken by· 
the labouring classes. But they do take pachwai or tobacco as a matter of 
course and it is a necessity for them. Perhaps some smoke chandu as a sort­
of intoxicant. 

Q.-Is chandu a conventional necessity? 
A.-No. 
Q.-Is ganja a conventional necessity? 
A.-No. -
Dr. Paranjpye, Q.-Suppose if it were a question of an alternative tar 

either on tobacco or salt, which would you rather have? 
A.-That is very difficult to say, but I would· rather have a tax ou salt­

than on tobacco. I think with regard· to a tax on salt, people have become• 
familiar with it and the incidence is very low. 

Q.-Supposing you get the same amount of money from the tax on 
tobacco as from the tax on salt, which would you rather choose? 

A.-Even then I. would prefer the tax on salt. 
Q.-Don't you think it is possible for a man to be without tobacco, but. 

it is impossible to be without salt, as it is a necessity for every man? . 
A.-I think it is equally impossible for some people at least to be withou~ 

tobacco. In their case tobacco is as much a necessity as salt. 
The p,.esident. Q.-With regard to question No. 27, you go to the Ieugt.J, 

of recommending a statutory prohibition of direct taxation. 
A.-:-I don't say with regard to all direct taxes, but I m~an tha~ in the· 

case of chowkidari tax, certain exemptions should be statutorily provided for. 
Q.-You don't mean statutory prohibition of all direct taxes? 
A.-I don't mean that. 
Dr. Paranj~ye. Q..-Does it mean even if a direct tax like the poll tax. is. 

levied, you would exempt people who are not expected to earn !lnything· 
because of social or religious restrictions? I would like you to explam to us 
about this in a little more detail? 

A.-I mean hy social or rehgious restrictions that becaus~ of relig!ous 
vows or social customs some people are debarred from carrymg anythm_g ;_ 
for example there is the middle class Bengali widow; because of her soetal 
status, she cannot earn any living_ and s? she must be ~epen_dent _on som_ebod~ 
like a brother-in-law or some other relatton. If there IS a siSter-m-law m t~e 
hob.se, natu~nlly, the brother-in-law woul~ grudge to pay any J?Oll tax on his 
sister-in-law's account. Therefore I say m such cases exemptiOns should be.­
made. 
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Q.-What do you mean by religious restrictions? . 
A .. -I mean here people who are leading the life of a sadhu. I thmk, they 

are not to work at all. . 
Q..-Do you think the State should encourage such lives of lazy indulgence? 
A.-I do not say that. But I should certainly think that a sadhu o£ the 

.status of Bhaskaranand Swami should be exempted. 
Q.-But don't you think in BJlCh cases there will be h11ndreds of his ohelas 

-who would be prepared to pay for him? 
A.-But I think that though the chelas may be prepared to pay, he should 

.be ho11oured by such exemption. 
Q.-But if there are one or two deserving men from this point of view, 

there may be thousands of others who 1vill be frauds. 
A.-Then you need only exempt really deserving people and charge the 

people who come with supposed fraudulent religious grounds. 
Q.-Don't you think it is much better to Jet the disciples pay for one. 

deserving sadh u than to leave scope for thousands of fraudulent cases? 
A.-I think even in the case of income-tax it happens like this. 
Q.-I do not think so. 
A.-My analogy is that if the exemption of income-tax up to Rs. 2,000 

can be granted, and if A says that his income is less than 2,000 rupeeH when 
his income is actually more than 2,000 rupees, he. may be ·prosecuted. 
Similarly in the case of sadhus who pretend tO be religious sadhus, ~;orne sort 
!JI inqui8itorial pr::cedure 1l1ay he adopted. It is a theoretical point of view; 
1vhether in practice it is feasible, can be settled afterwards. 

The President. Q.-You condemn chowkidari tax? On what grounds? 
A.-Surely I do condemn it. I have practical experience and during the 

non-co-operation days when the Union Boards were about to be boycotted, I 
had to edit a pamphlet at the instance of the Commissioner, Burdwan 
Division, defending the Union Boards and I found from my personal enquiry 
that the chowkidari tax is very unpopular. Secondly it is realised in such 
a way that it causes hardship to the people. I do not say that Union Boards 
-should not impose any tax, but they should make the exemption limit statutory. 
Government should pass a law saying that certain classes of people should be 

•exempted from the Union taxes. Otherwise the Union Boards impose these 
•taxeQ in such a way as to cause much hardship to the poor people. 

Q.-I think the Act allows for exemption. 
A.-But I say th~ Act should "hiy down definitely that e;xemption should be 

,granted. Exemption should be compulsory. · 
Q.-Is it not provided by the present Act? 
A.-No, it is not provided by the present Act. 
Q.-Would you test this tax by Adam Smith's four maxims? 

. A.-I tes~ it from Ada!" Smith'R fo~r maxims that unless proper exemption 
IS compulsorily granted, 1t would contravene Adam Smith's maxims. I say 

•an exemption limit should be made just as in the case of income-tax payers. 
Q.-You say the chowkidari tax is bad from more than one point of view? 
A.-Yes, it is unpopular and causes hardship to the poor people. 
9·--;-You suggest such a direct tax should not be imposed and an annual 

·cap1tatwn tax of four annas on all adult males with liberal and considerable 
•exemptions in cases ~f physical incompetence or religious vow may be 
.Practwable and economwal. You make no exemption for poverty? 

A.-Yes, that will also be a ground for the exemption. 
Q.-You say only physic!ll incompetence and religious vows, 
A.-But I say physical incompetence leads to poverty. 
Q.-Then you won't exempt a man simply because he is a poor man? 
A.-I would exempt only if he is too poor. My meaning is that even if a 

.man is crippled and still he is earning something, I would not exempt him. 
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Q.-Let us leave him out, but your tax of 4 annas 8 head_ would mean, 
that you propose 8 tax. on all adult males whether they are labourers in the 
fie!~ or millionaries. Would you adjust your proposal as regards the chowki­
dan tax with reference t~ the canon of ability to pay? 

A.-But the poor people are generally not able to pay the chowkidari tnx 
as its incidence is much greater than the incidence of the proposed capitation 
tax I have proposed. 

Q.-8urely·it is just the same on the poorest man in the case of capitation 
tax. 

him~.-Yes, if he is physically incapable of earning his income I wo~d exempb 

Q.-Then you are entirely in favour of regressive taxation? 
A.-Yes In this respect only. 
Dr. Paranjpye. Q.-You "say that you would exempt cases of physical 

. incompetence or religious vow, don't you think that everybody would begin 
to say that he has got a religious vow and could not work? 

A.-It is again 8 practical question that I am not prepared to answer. 
I don't think there will be many people who would take 8 religious vow to 
!!SCape a four annas capitation tax. 

The President. Q.-You say the collection of chowkidari tax is very 
expensive, can you suggest a better method of collecting? 

A.-At present it is not always collected by the panchayat, but the 
collection is made by the paid collecting sirkar of the Union Board. It is only 
where the Union Boards have not been started the panchayat collects this 
tax. I can give you a very approximate idea of the cost of this collection. 
Of course my figures must be subject to correction. If you say that 600 rupees 
are collected only, out of this 300 are on account of the chowkidari tax and 
300 are on account of other optional payments by the villagers for improve­
ments of roads, ete. We should not regard this as 8 tax and where the Union 
Boards have been started this principle has been accepted that the finance is 
divided into two departments, one for improvements of sanitation and the 
other for compulsory services. In the lJnion Board budget the demand for 
chowkidars must be provided through the law and through the dictate of the 
Collector, because the Collector has to see that the Union Boards provide 
adequately for the chowl-idars. Now this 600 rupees is annually collected at a 
cost of 120 rupees and out of this 300 rupees only is for the chowkidari tax. 
If we say that the collection charges should be distribut-ed over both the items, 
even then the cost of collection is over one-sixth of the total sum. That I 
regard as very heavy. 

Q.-Why should not the Union Board itself collect? 
A.-Because its organisation is composed of purely non-officials and unless 

they appoint some paid agency, they cannot do it. 
Q.-Do you think it will be in any way easier t~ collect your·proposed poll 

tax or plough tax? 
A.-I think it will be easier, because in the plough tax, the assessment 

would fall on fewer persons than in the case of other taxes. 
Q.-How would you collect the plough tax? 
A.-I think it can be very easily collect-ed through the zamindari agent or 

.the gumasta, who now collects the road cess for the District Boards. 
Q.~Suppose the zamindar has no concern with the lands in his village, 

even then you would ask him t~ collect? 
A.-I know in some cases where the lands have no concern with the 

zamindar rent free lands, the road cess is collected by the zamindar or his 
gumasta, 'so it will not be very difficult in this case. 

Dr. Paranjpye. Q.-Would not this plough tax be regarded as an infringe­
ment of the permanent settlement? 

A.-I do not think so. If the road cess has not been regarded so, why 
should this be. The only question will be whether you will earmark the 
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plough tax for a particular project or not. If this sum is imposed on tli& 
landholders for payment, I do not know how it will in~ge the perman~nt 
settlement but if it is only imposed on the tenants there lB no such questiOilJ 
at all. A' tax on tenants, how can· it be an infringement since there is no­
permanent settlement with them at all? 

Q.-You mean plough tax should be imposed on the tenants? 
A.-Surely. Whether ultimately it _will be p~id fro~ the land ?r not 

affecting its value that is not the question_; even tf t,!J.at _IB the question, SO' 
long as it is only on the share of the tenant It does not mfringe the permanent' 
settlement. I mean that if the plough tax has its incidence on the tenan!'B 
then it may be paid out of the tenants' share of the produce on land, then 1t · 
is not an infringement of the permanent settlement. 

Q.-But the tenant is actually paying his full rsnt to his superior holder. 
A.-Yes, that is not the question about. the rents but it is a question of tax­

He pays not from his share, but pays from his earnings out of the land. 
Sir Percy Thompson. Q.-In your view the rates of income-tax in India 

are unfairly high in case of the low incomes and indulgently low in case of' 
the high incomes. Have you worked out any scheme of graduation to illustrate-
your view? · 

A.-I have said the rate of income-tax on the small incomes is rather high 
and that on the large incomes is rather low. · 

Q.-What I am asking is, have you worked out any scheme of graduation?' 
A.-I have not. I have not made any constructive proposal how to correcf; 

this. 
Q.-You advocate a differentiation regarding the rate of income-tax on 

earned and unearned incomes. In theory everybody would agree with you, 
but the only question is whether it is worth while complicating the income-tax 
Act in order to do that, considering the fact that the amount of unearned' 
income is very small, if you exclude agricultural incomes? 

A.-I do not exclude agricultural incomes at all. 
Q.-Assunling that it does not take place and that agricultural incomes are· 

still exempted, the amount of unearned income which should come under tlie· 
purview of the Act would be relatively small. 

A.-Apparently I had in mind that agricultural incomes should not be· 
exempted as I have suggested in my answer further below. 

Q.-With regard to agricultural income-tax, there is the question whether 
the yield would be sufficient t{) justify the outlay on staff. Certainly the 
outlay on staff would be very great in proportion to the yield if you inC1ude­
the incomes of the cultivators . 

. 4..-I take it that the exemption limit would be Rs. 2,000 and after that if 
income-tax is imposed on agricultural income, only, justice would be done· 
to those who earn in non-agricultural pur;;uit-s and they would be placed in· 
the same position as men earning in agricuhura1 pursuits. 

Q.-My only question is that if you are !(:>ing to tax the cultivator, there iS: 
su?h a~ enormous numbet; o.f them but so few ~f ~hem .who are earning any­
thmg hke Rs. 2,000, that It IS doubtful whether It IS worth while to tax them. 

;1--I ~o say that the gain will n_ot be sufi!cient if you take only the actual· 
agn?ultun~ts, but when I say agncultural Incomes, I include farmers and' 
7.ammdars estates . 

. Q.-:It wo~ld be very difficult to tax the zamindar and not the raiyat; the 
ratyat IS gettmg a rent. 

A.-It would be easy in Bengal at lea~t lo tax the zamindar without taxing· 
the raiyat. 

Q.-Probably, but take a province like the United Provinces. 
A.-~fy knowledge is limited to the agricultural statistics of Bengal. 
Q.-I take it you would agree that if you tax the rent drawn by a zamindar .. 

you .must eq~ally well ~ax the rent which ac~rues to a cultivator, by virtue> 
of hts benefictal occupation. 
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A.-Yes. 
Q:-Suppose I had land worth Rs. 1,000 and I only paid a land revenue of 

~s. 3!)0, the beneficial occupation would be equh·alent toRs. ~00. 
A.~Yes.· 

. Q.-If you are going to bring all these people under the plll'View of the 
Income-tax Act, it would be a very big thing. We were told that in the 
Punjab out of 3! million cultivators ouly about 2,300 might possibly tum out 
to be liable to income-tax, and therefore it is just a ·question whether the 
game is worth the candle. · 

A.-I think it is, because the total income from agriculture (I do not speak 
of the tenants) derived by the zamindars alone is about 10 crores of rupees 
as rent in Bengal. If we put a tax on this, we would get a considerable 
amount. At a low rate of percentage, we would get about 50 lakhs of 
rupees. · 

Q.-But if you tax the zamindar, you must tax the raiyat where he is 
liable. · 

..J .• -It is not necessary to tax those raiyats who get less than Rs. 2,000. 
Q.-8urely you have got to look at the accounts ~d enquire into the 

!'ircumstances of a tremendou.~ number of raiyats in order to tax just a Yery 
few of them; and that would be a very big job. 

d.-Yes. 
Q.-The question is whether it is worth while undertaking this job. 
A.-It is, because it would bring in more than 50 lakhs of rupees to 

~overnment, and it won't be so difficult as you think it would be. 
· Q.~Supposing it costs 10 lakhs? · 

A.-I do not think it would. cost 10 lakhs to collect 50 lakhs of rupees. 
The Collector in his ordinary process of collecting land revenue can take the 
income-tax work also. · 

Q.-You do not realize my point. If you are going to collect income.t.ax 
from the zamindars, you must logically collect it from the raiyats and from the 
tenants when they are liable. That means investigating the circumstances of 
a ..-ery large number of raiyats for practically no result, and it would cost you a 
very large amount of money . 

.4.-It won't be a costly process. 
Q.-I should have thought that to look at the circumstances of 3! million 

culti..-ators for the sake of getting at. about 2,300 liable to be taxed would be a 
very big job. 

A.-Yes, but not so very costly. I can support my view by making a 
statement. Every one who has any connection with land in Ben~al has to 
pay a road cess of 2· pice or one anna in the rupee to the Distnct Board. 
No one is exempted from this cess and every ten years the valuation is to be 
made by only one Deputy Collector with the help of a few clerks in a district . 
. If ~his is yossible, what is the difficulty regarding the imposition of income-tax, 
which wil. surely in..-olve an exemption in a large number of cases? . 
. ' Q . ....:..The ~position of a road cess is a perfectly simple process. It is a 
charge on rent and rents are known facts. The two things are entirely 
dijierent. · 

A.-My idea with regard to income-tax on land was that the number of 
acres cultivated by a particular person would form a good basis for cal­
culation. 

Dr. Paranjpye. Q.-You mean to say that a large number of tenants will 
be automatically e:s:empted in the first instance? · 

.-:1..-Yes. I thougllt that with regard to income earned by the zamindars 
from land it was very easy to collect the tax. 

Q.-When you talk about making .agricultural incomes subject to income­
tax, would >ou also ·make the intermediate holders between the landlord 
and the tenant also subject -b the tax if their income exceeded Rs. 2,000? 
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A.-Yes. . , 
Sir Percy Thompson. Q.-It would· be very difficult to get at the profitS' 

of those intermediate people. 
A.-They I ave to submit a sort of sworp. sffidavit of the amoun~ of inco~e 

got from their lands to the Cess RevaluatiOn Officer. The valuatiOn of their 
land in many cases (e.g., temporary leaseholders) is revisi:ld by the zamindare: 
after 5 or 10 years. In the C!J$e of permanent leaseholders .these are fixed. 

The Pr·esident. Q.-You think that any_atteuipt to make an allowance for 
dependants would set a premium on dishonesty? 

A.-Yes. 
Dr. Pam11jpye. Q.-In reply to question No. 40, you say that you are not 

in favour of lowering the Indian limit of exemption. The poorest incomes that · 
are taxed are mostly earned by the middle class people who reside in dear 
urbnn nreas and ha,;e to niaintain a higher standard of living than the payers 
of the lund revenue, who generally live simple and less costly lives in the rural 
areas. We have heard a great deal of. complaint that money-lenders and others 
who live in villages practically escape all taxes. They do not pay anything 
m land revenue or rent; they do not consume any article subject to oustcme: 
duty or excise and they do not spend much on luxuries_. 

A.-A village Bania pays a high rent for the hire of his godown. 
Q.-Take a Marwari money-lender who has a small one-room house. 
A.-In the Bengal villages it is rather an exception that a Marwari would 

come from outside and lend money to the village people. He lives in the town 
and pays all sorts of. taxes. / 

Q.-Take a grocer or shopkeeper· in n village; he hardly pays income. 
tax. 

A.-But he pays the chowlddari tax, the salt tax, etc. 
Q.-That is a part of the expenses of his business. 
A.-These expenses are increased because of taxation. · 
Q.-I nm taking his net profit. A limit of Rs. 2,000 is obviously unsuitable 

.m his case .. Do yo\1 think it is possible in such cases to have a lower limit 
for villages than for the towns? 

A.-That woulti be unjust to the men in the villages. 
Q.-A village money-lender or grocer fot· instance who earns Rs. 1,800 does 

not contribute more than Rs. 5 to taxation altogether. 
A.-But no villager pays more than that, 
Q.-Do you think a clerk or Government servant getting Rs. 1 800 a year 

in a ~ity and .II: man on the same income living in a village are i~ the same 
pecumary positiOn? 

A.-In towns a mall: pays m?re. If a man in the town who pays more is 
to be taxed, the man 111 the Village who does not pay so much should also 
be taxed. 

Q.-But a man in the town who gets Rs. 2,000 a year is subject to income. 
tax. 

·A.-The other man who gets Rs. 2,000 should also be taxed. 
Q.-The ma':' in the. villa~e who gets Rs. 2,000 is in a far better position 

than the man m the city wno gets Rs. ~,000. . 
A .. -Bnt he [lllJ'S other taxes, chowkidari tax for instance. 
The !'resident. Q.-From which you wish to exempt him? 

A.-I did not want to exempt all from the chowkidari tax, but only 
statutorily the very poor people. It is very harsh on the poor. 

Dr. Paranjpye. Q.-What other taxes does he pay? 
A.-He pays on everything he consumes, e.(!., salt. 
Q.-Does he pay about eight annas per member of his family on ~alt? 

. A .-So far as he is a consumer, his position is the same as that of other 
Villagers. 
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TM President. Q.-You do not think he pays any more tax than the 
<daily labourer? 
. Dr. Paranipye. Q.-He pays the same taxes as other villagers in a mucli 

-worse financial position. 
A.-I do not understand that. 

· Q.-There is not much difference between his style of living and the style 
.of living of a. school master who gets Rs. 20 a. month, so that the school master 
:gets Rs. 240 a year and pays a certain amount' of tax to the State. On the 
·other hand, the Marwari makes Rs. 1,800 a year. 

A.-You mean that if he stints his consumption he can evade the paymPnt 
·Of tax. 

Q.-That is his style of living? 
A.-It is· very di.ffic~t for me to say. 

· · Q.-Tenants and others pay a tax to the State in the form of land revenue; 
-this man practically escapes. 

A.-Whether land revenue is a ta.x or rent is a controversial question. It 
·is a payment for the enjoyment of marginal advantages. If a Marwari arranges 
.a house for business purposes, he pays hire for it, but he distributes it among 
-the people and so it is not a tax. · 

The President. Q.-You would impose an excise ta.x on chewing gum and 
·cigarette paper. Is there any large manufacture in India of these artwles? 

A.-I do not know; the question was suggested to me by your enclosure. 
Q.-You do not advocate the introduction of total prohibition and you think 

-that certain country liquors are necessaries of life? · 
A.-That is so; their prohibition woUld be economically injurious fo the 

·<;Ountry. 
Q.-Why? Is not a lot of rice consumed in the making of pachwai? 
A.-Yes . 
. Q.-Do you think it is better for it to be converted into intoxicating 

1iquor? . 
A.-I think it is a necessity for certain classes of labourers; it is impossible 

for me to say whether they are benefited more by consuming it as pachwai 
·or as rice. My idea is thrit they would suffer in their effiCiency of labour if 
they do not get the pachwai. If they do not get their food, but get pachwai, 
they will surely suffer; but if they get their food and also pachwai, their 

-efficiency will be better. 
Dr. Paranjpye. Q.-You do not believe in this temperance rubbish? 
.11..-I do believe a great deal, but not in total prohibition. 
The President. Q.-You say you would exempt all holdings below a 

·'Certain amount from land revenue. Have you any acquaintance with tem. 
porarily-settled areas? 

A.'-No. 
·Q.-You suggest a high penalty fee on conveyances which .cause uneconomic 

·:fractionisation of holdings. What sort of rate would you propose? 
A.-I would say that the holdings in Bengal should be allowed to go up to 

·the limit of 100 btghas, i.e., about 30 acres. If a person who has a farm of 
100 bighas dies, leaving three or four sons and there is a possibility of frac­

-tionisation, one of the sons should inherit a portion, say 3 acres or so, the 
. duty should be about 25 per cent. 

Q.-Is it not rather complicated? Yon have to discover every tfme whether 
·the documents bear relation to the deceased. 

A.-No. The conveyance deed will be prepared at the time of registration. 
:No new machinery will be required. 

Q .-It will involve· an enquiry into the personal circumstances of parties. 
·.11..-No, only whether.the farm is becoming smaller than 100 bighas. 



253 

Dr. ParanjznJe. Q.-Even if the brothers separate and divide the estate , 
into pieces, you would charge a fee? 

A.-I£ they make a partition, t!hen I will c.harge a fee. 
Sir Percy Thompson. Q.-I think you ar13 in general agreement with tlill 

principles suggested in question No. lOti. 
A.-I have said that generally we should adopt both the principles together. 

In some cases one principle will act with a greater vigour than the other, but 
-there may be a few cases in which the second prilllciple would lead to a 
-direct and specific economic advantage to the parties. 

Q.-Would you apply the same principle to the provision of drinking water 
supply in villages? 

A.-With regard to drinking water, I should not accept the service principle, 
'hut I would accept the national principle. I think it is more or less t!he duty 
-of the State to supply people with drinking water if they cannot make arrange­
ments for themselves. If they are too poor to do so, the State should come. 
io the aid of the people. 

Q.-You 'say thn.t, if the service is too costly for the locn.lity itself to 
maintain, the State should come to its aid. 

A.-The State should come in just in the same way as the State opens, 
railway lines, because it is not easy for the people to finance the opening 

·Of railway lines. At the same time the State would make a specific charge 
.upon the income of the people to meet the interest of the amount advanced 
by the Stn.te and also a sinking fund so that it will be paid up in course of 
time: · 

Q.-Don't let us assume that the locality is too poor to pay for the service. 
Assuming that the locality is rich enough, the suggestion is that you should 
eharge for that service on the basis of the amount of service rendered. 

A.t-Yes. · 
Q.-Whereas in the case of the onerous tax, you would charge on the 

basis of " capacity to pay?" 
A.-Yes. 
<J.-I do not think there is any difference between the two. 
A.-In certain cases the service principle should be adopted and in others 

ihe other principle. I think I quoted in my reply an example for illustrating 
my idea. 

The P1·esident. Q.-You propose to impose a tax on business profits. 
Would that be iD 11ddition to income-tax? 

A.-No. 
Q.-You propose to tax mines. Have you any special scheme in mind? 
A.-I mclude it in the list of ordinary business. 
Dr. Paranjpye. Q.-On what basis have you fixed the miniinum limit of 

Rs. 25,000 for levying succession duties? 
A .-Rs. 25,000 sho.uld be regarded as sufficient to give a gocid start to a 

miJdle class gentleman of Bengal, or perhaps of India. 
_Q.-~That ~)ul_d you say to a _basis !ike. this: an economic holding of land 

whiCh Will mamtam a rna~ and ~~s_fam1ly 1f they work on that land. Seeing 
that most of tho property m India 1& landed property, would you agree to this 
being taken as the proper basis? 

A.-I won't say that, because the family is maintained, I understand, 
from labour also and not from the land alone. 

Q.-~ man who has & prop_erty of Rs. 25,000 will probably be able to let it 
out on mterest and get an mco~e of something like Rs. 100 per month. 
Consequently he would be able to live on that income without working. 

A.-I do not think ~o. 

Q.-8~rely ~e will be _abl~ .~_live on an income of Rs. 100 fairly reasonably; 
so hy ~xmg th1s exempt1on hmit of Rs. 25,000, you are encouraging a life of 
.ease without work. 

I 
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A.-It is very difficult for me to say, because I do not think a man who· 
has inheriteJ Rs. 25,000 worth of Government paper and gets an income. of 
Rs. 100 per montu will necessarily live an idle life. 

Q.-He can live an idle life .. 
A.-Probably he will not. 

Q.-Probably if he gcts a windfall, he might. 
A.-Ordinarily he will not. 

l:;ir Percy Thompsc~1. Q.-Do you think it necessary to fix a highar · 
exemption limit than the amount which will give him sufficient income 
to maintain himself and his family by working on it? 

A.-I looked at the question from a different point of view. If a man's 
family or parents accumulate a large sum of money and the parent dies and 
the sum is inherited, what should be got on the occasion of the inheritance 
of the property? An exemption limit should be imposed so that the family 
may not suffer much because of the succession duties. 

Dr. Paranjpye. Q.-Suppose the limit is Rs. 5,000 and the property is 
worth Rs. 10,000. On the excess over the minimum of Rs. 5,000, 2 or 3 
per cer..t. might be take a by the State, but i£ the property is worth 5 lakhe of 
rupees, a much larger proportion might be taken. Do you think it reasonable. 
to fix such a large minimum as Rs. 25,000? 

A.-I think such a large minimum is necessary. 
Q.-Death duties are to a ~ertain extent, in the modem socialistic days,. 

for the purpose of preventing people from living without work. 

A.-I am thinking only of the man with Rs. 25,000, which will not give· 
him an ideal life. · 

Sir Percy Thompson. Q.-Suppose you exempt up to Rs. 25,000. Take a 
man having 6 sons. The property would be divided among the 6 sons. Then 
it must be worth Rs. 150,000 if it is to be taxed. How many estates are 
there worth Rs. 150,000 in this province? 

A.-I cannot give the exact figure off-hand. There will be some 300 · 
estates. 

Q.--So, assuming on the average that they will pass once in thirty years, . 
i;en estates would pass in a year. Surely yo.u do not propose to put all your 
machinery to work t{) deal with these ten estates. 

A.-If the duty ranges up t{) 50 per cent., you will get a substantial income. 
Dr. Pa·ranjpye. Q.-You know the limit in England is £100; and that is 

for the total estate. 
A.,.-Yes. 
Q.-Do you think that they made a mistake in England in fixing that 

limit? 
A.-I have taken a comyromise view in this case. It would not be un-

popular in the beginning if 1t is taken at Rs. 25,000. · 
Q.-How would you set about assessing this duty on a Hindu joint family? 
A.-Suppose there are six sons and the estate is divided among them. If­

in the case of each son the share becomes greater than Rs. 25,000, then you 
would charge on it. 

Q.-Take the case of a family. Tbe father is living and he has five sons. 
Suppose one of the sons dies during the life time of the father. How do you 
charge? · -

A.-Why should I charge any duty if the son died? In Bengal he has no 
claim on the property. 

Q.-Suppose the father died and the five brothers a~e living. They could 
get a partition if they want. Now suppose a brother dies. 

A.-Tbe duty will be levied on the share of the brother if it is above· 
the limit, i.e., Rs. 25,000. 
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Sir Percy Thompson. Q.-Do you realise that with your limit of exemption, 
;no tax would be charged in the case of a joint Hindu family of five brothers 
unless the total .ifalue of the estate exceeded Rs. 125,000? 

A.-Yes; unless the man gets Rs. 25,000 worth of property, he sh-:>uld not 
be charged. . 

Dr. Pari:mjpye. Q.-In yo~r answer to question No. 120, you say "su~; 
cession duties should not be lev1ed on a property worth less than Rs. 25,000. 
On the other hand, in answer to question No. 137, you say "an exemption 
limit of Rs. 25 000 for an imlividual inheritance may be prescribed, the tax: 
will be an exce'nent one." In the one case you ·talk of property and in the 
other case you talk of inheritance. 

A.-I speak of the property belonging to a person or property whi~ fal!s. to 
the lot of a particular person ;. not of a number of persons together mhentmg 
'the property. 

Q.-In England there are two kinds of duty, one is a duty that is charged 
-on the whole estate when a person dies; and the other is a succession or 
!egacy duty paid by every person on the amount that he gets by legacy. One 
1s due to the fact that such an estate has been allowed to accumulate on 
account of the existence of the State and the other to the fact that the man 
is able to take it without any trouble. That probably is the explanation of 
these two separate duties. Do you want to levy both of them or only one? 

A.-Here I have spoken about the second duty. With regard to the first 
kind of duty, there is something like it at least in Bengal when you take the 
administration certificates. 

Q.-A Hindu joint family is not required to take out letters of administra­
tion. 

A.-We generally take them out here. If a will is made or you want to 
recover your debts, then you take the certificates with regard to those debts, 
or with regard to the whole estate. Generally our idea is-it may be a lay 
idea-that when the father dies and we inherit the property, we have 
to take administration certificate. Though it is not compulsory, it is necessary 
for realising our dues and for selling the property. Everybody generally takes it. 

Q.-I don't think a large revenue is obtained on this account. 
A.-Yes; I was only thinking of the second kind of duty which you have 

mentioned. ' 
Q.-You won't charge both of them as in Enghi.nd? 

A.-I have no o_bjection to charge the first duty in the way it is charged' 
now. Only I would make it compulsor;y. 

Q.-What is the limit you would put? 
A.-The rate would be very low and even then the limit would be the 

limit as it exists now. I was considering the second kind of taxation from the 
socialistic principle-that is, how much should be taken by the State when 
the person dies. 

Sir Percy Thompson. Q.-Supposing you have a Rs. 25 000 limit: take the 
case gh•en by Dr. Paranjpye of a joint family consisting of' five brothers. One 
of them dies and his estate is divided between the other four. Now unless 
each of those four shares amounts to Rs. 25,000, you are not going to tax, 
Therefore, that one brother's share should be worth Rs. 1 00 000 because it 
has to be di,·ided among the four and each of the shares ~ho'uld amount to 
Rs. 25,000 before you tax it. 

A.-Yes. 

Q.-Therefore, that brother who dies, in order to leave Rs. 25,000 to each 
of the four brothers, should have Rs. 1,00,000? 

A.-Yes, in this instance. 
Q.-So thnt, for each of the five brothers to possess Rs. 1,00,000 worth of 

_property, the whole estate should have been worth Rs. 5,00,000, and you arc 

r2 
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not going to charge your succession duty unless the estate is over Rs. 5,00,000 .. 
That is your I>roposition? 

4-.-In this imaginary case, it rna~ b_e so. _But generally a joint fnmily­
havmg Rs. 60,000 worth of property, If It consists of two brothers will give 
Rs. 30,000 to each of them which will have to pay tax. ' 

Dr. Paranjpye. Q.-Would you vary your rate of duty according to the· 
degree of relationship? 

A . .-No. 
Q.-Any difference shown in the case of second cousin or the grandson of: 

your cousin and so on? 
A.-No; for practical difficulties. 
Q.-You say " A tax on dowries to vary according to the amount of the.• 

dowry would he .very commendable." How are you going to get at the 
amount of dowry? Dowries are often given in kind. 

A.-They are given in cash as well as in kind. 
Q.-,-Would it not be difficult to find out the actual amount of the dowry? 
A.-Not very difficult. It can be estimated roughly. 
Q.-Would not that lead to inquiries of an inquisitorial nature? 
A.-It would be easier to know t.hat than to estimate the election expenses. 
Q.-You know in Bengal the ('Yil of dowries with regard to the higher classes 

of people especially is very great. If· you have a tax on dowries, don't you 
think it will be shifted on to the bride's party? 

A.-I don't think it will be. B11 eC!lnamic friction, it will ultimately com& 
to the bridegroom's party. For, suppose there are a certain number of 
marriageable boys. Their supply is fixed on quite a different principle than 
cost of production and on monopolistic considerations. There is a demand for 
these boys. Now the people who can pay for these boys as the bridegrooms 
for their daughters-their number is limited. An equation between the 
supply and demand takes place after much friction. Now suppose Rs. 3,000' 
is the highest price for each of these boys and 50 persons are willing to pay 
that amount. If over and above this Rs. 3,000, some tax is to be paid, then 
the amount would become, say, Rs. 3,500. Out of the 50 persons, who 
create the demand 45 would remain and 5 would withdraw, because they can­
not pay more than Rs. 3,000. Then the ·demand will diminish. 'fhe demand 
diminishes, the supply remaining the same and the bridegroom's party wiir 
have to pay it. It will lie as in the case of monopoly goods in which cost 
oi production is immaterial in settling the price. At present, the bridegroom 'a­
father exacts the highest price. He will. do so in future also, whether there 
is a tax or not. So the tax cannot make the future " highest price " higher. 

Q.-You don't consider that a tax on dowries will be very unpopular or 
will be' resented by the people? 

A.-I do not think so. There was marriage license duty forD'_lerly. 
Q.-Can you give us a reference to it? 
A.-From the documents in the Revenue Board, we find that just before· 

the permanent. settlement was introduced-about 1773-93--there was 
the marriage license duty imposed by the British Government on the strength: 
of the Muhmnmadnn practice. Mr. Ramsbotham of the Hooghly college had· 
with him some papers connected with this and he spoke to me of those papers .. 
I do not know whether he would be able to give the details. These papers may 
not be available to the public. I think I can send you a copy of his published 
book on thn subject which has been submitted as a thesis to the Oxford" 
University. It is mentioned there that immediately the marriage license duty 
was aboliShed, an unprecedented large number of marriages took place. Even 
now some of the zamindars in Bengal, exact or enjoy the willing gifts of money· 
or kind from their tenants, on occasions of marriage. 

Q.-You are in favour of a registration duty on marriages? 
A.-Yes; a very small amount. If the State requires an additional amount-. 

of money, it may be iniposed. 
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Q.-You think it will not be a .bfg burden at a time when the people al"e 
apt to spend a Jot? ' 

A.,_Yes. 
Tlie President. Q.-In answer tQ question No.•120, you say you are in 

favour of a tax on houses. 
A.-I mean the municipal duties. 

Q.-You are opposed to an universal ~liab~ted hOuse duty? How do you 
distinguish between a house tax and an mhab1ted house duty? 

A.-I do not distinguish between them. I have spoken here generally. 
Q.-Your tax on houses really corresponds to the local rate? , 

A.-Yes. With regard to the inhabited house duty, I had in mind a tax 
like the hearth tax· which I do not like. 

Dr. Pamnjpye. Q.-In answer to question No. 138, you say "The degree 
of relation will be difficult to nscertin and will give rise to dishonesty. I prefer 
the last method as the simplest and the most equitable." I think the degree of 
relationship, at least in India, can be pretty well-known to nearly eight or nine 
generations. 1'he judicial decisions are based on the degree of relationship. 

A.-But there they often file affidavits and evidence has· to be cited to 
settle the disputes regarding the degree of relationship. 

The Hon'ble Sardar Jooe·ndm Singh. Q.-About land revenue and taxation 
on agricultural incomes, have you studied the land revenue system historically? 

A.-I have studied it generally with respect to India and particularly 
regarding Bengal. 

Q.-What do you think-land revenue is a share of the State in the 
· profits or in the earnings of the agriculturist? 

A.-Mostly it is a share in the profits of the agriculturist. 
Q.-To put it in another way, you cannot say that the capital invested in 

land yields a certain amount of profit, in which the State can take up to 
fiO per cent. as its share. 

A.-I think that the State ought to take up to fiO per cent. of the surplus 
produce of land. .That should he the highest limit and it should never exceed 

•that. · 
Q.-Would you fix the same limit for income-tax-50 per cent. of the 

man's income? 
A.-Yes, in case of very high incomes. 
Q.-Then you will graduate the tax in the case of land revenue? 
A.-No; I will not in the case of land revenue. 
Q.-A man is earning from land and he pays a certain amount of tax or 

n share in the profits. Another man invests another lakh in business and out 
of it he has to pay certain share to the State. How would you class each 
ac~.Qrding to the canons of equity? 

A.-My point is this. A man has invested a lakh in land. That is his 
capital. On income from that he should pay the ordinary income-tax rate. 
But there is an income which is due exclusively from the occupation of land. 
Here he gets a specific benefit from the occupation of land, which advantage 
the other capitalists do not enjoy. This benefit may be regarded as rent and 
not interest or profit. Land revenue may be taken from this net produce of 
land up to 50 per cent. On what he gets from that land as a result of his 
investment he has to pay a share to the Government. That has nothing to do. 
with land revenue. I am speaking of land revenue as a share in rent. 

Q.-But haven't you got mixed up? 
A.-I do not think so. What is paid out of rent of land· is land revenue. 

What is paid out of the capital invested in land is not revenue or rent but that 
is tax. 

Q.-These ideas are based not on the new economic science. 
A.-New or old I do not know. 
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· Q.~Where do you get these distinctions based on land from? 
A.-From my study of Economi~s. 
Sir Percy Thompson. Q.-That distinction arises since B. C. 1,000, is it 

not? • . 
A.-Yes. I was going to sa.y that I support it even from the point of view 

of common sense. · 
·The Hon'ble Sardm· Jogendra Singh. Q.-Do you regard Economics as an 

exact science? 
A.-It is rather difficult to say. If you call it exact in the sense of 

mathematics there will be difference of opmion. But when you say that such 
and such a tendency is the result of such and such a cause it is an exact 
science.' 

Q.-Would you make the introduction of new taxes dependent on the full 
control of the legislatures or would you introduce a tax without their consent? 

A.-It is a question of politics. I should say that legislative control is 
necessary for imposing any taxation. 

Q .-Is legislative control necessary over expenditure also? 
A.-Yes. 
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Written memorandum of Professor Niyogi. 
Q. >?1.-There is no logical basis for differentiating between a direct and 

an indirect tax regarding element of compulsion. The compulsion which is 
involved in the payment of a tax is not economic compulsion or the compulsion 
arising from a desire to possess a particular commodity or a specific income, 
but legal compulsion exercised by the State over the tax-payers. If compul­
sion is taken in the sense of legal coercion, obviously there is as much coercion 
involved in the payment of an income-tax which may be taken as the type of 
n direct tax, as in the payment of a customs duty, an indirect tax. In the 
one case the compulsion is on the assessee of the income-tax, in the other 
case either. on the importer or on the consumer of the dutiable commodity. 
It has however been argued that there is no compulsion on the consumer of 
the imported taxed commodity, since he can avoid the tax by ceasing to con­
sume the commodity. This view, how.ever, ignores the fact that legal compul­
sion involved in the payment of all taxes direct or indirect is conditional o!'l 
the fulfilment of certain conditions. In the case of a customs duty, the condi­
tion is either the importation or the consumption of the taxable commodity 
jnst ·as in the. case of an income-tax, the condition is the possession of a 
certain taxable income. 

In estimating the bui:den of taxation, no tax whether direct or indirect 
should be excluded from· consideration. 
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Q. 22.-The question does not arise. 
Q. 23.-If it is soug~t to be conveyed that tob~cco and intoxic~ting liquors 

being luxuries, taxes Imposed on the consumptwn .of these articles do n~t 
reduce the efficiency of the tax-payers, the statement IS generally true. .Parti­
cular countries or communities, however, might regard the consumptwn of 
tobacco as necessary for efficiency, and with regard to such countries or com­
munities, taxation of tobacco would involve an " economic burden " in this 
sense. 

Q. 24.-If we have in min~ th~ existing taxes on enter~ainments in India, 
~hey may be regarded as unob]ectwnable from the standpomt of the effects of 
such taxes on the efficiency of individuals. Moreover, such taxes are paid 
by men whose ability to pay is unquestioned. A. tax upon entertainments1 if 
unaccompanied by other forms of luxury taxes, IS however open to the obJec­
tion that it is unequal, since particular forms of luxurious expenditure are 
singled out for taxation. This objection is common to any other luxury tax 
taken singly. Again, the object of the tax on entertainments is to strike 
t-he luxurious consumer, but some portion of the tax may be shifted back to 
the entertainer and where his skill is non-transferable hardships may result. 

A tax on railway tickets cannot be regarded in the same light as a tax ou 
entertainments in India at any rate. The bulk of the railway passengers i;·, 
India belong to the third class, and the longest average distance travelled by 
the111 over any one railway has been estimated at 60 miles. Many of tht•se 
passengers who have acquired the " railway habit " only within recent year~ 
may be tempted to travel on foot or by other methods of transportation if. 
railway travelling is made more costly than at present. The abandomucnt 
of the "railway habit" would entail a serious "economic burden." 

Q. 38.-There does not seem to exist any economic justification for the 
exemption of agricultural incomes from the payment of income-tax in the per­
manently-settled areas. In: these areas the land revenue being a fixed charge 
on the rent has long ceased to be a tax. For, the land revenue is tak(;ln into 
account by every intending purchaser and allowance is made for it in tb."' 
purchase price. The land revenue has become completely " amortised " or 
capitalised, and with regard to this tax it may fittingly be said that " an 
old tax is no tax " where lands have not changed hands by the process of sale 
and have passed only by inheritance, their capital value and income have 
increased. This increase may generally be attributed to the growth of popu­
lation, rise of prices or other causes unconnected with any conscious or deli­
berate effort on the part of the recipients of such income. The increased 
income from the lands in the permanently-settled areas may be described as 
a " surplus " in the sense that it is not required or considered essential to 
sustain any economic effort. 

The question of the legality of the imposition of the income-tax upon 
agricultural incomes in the permanently-settled areas may be dismissed by a 
reference to the income-tax levied on agricultural incomes under the Acts 
of 1860 and 1869. The Act of 1860 consisted of four-schedules and income from 
real property was taxed under Schedule I. On February 18, 1860, Sir James 
Wilson in his speech introducing the Financial Statement referring to tP,e 
,)]}ligation of the zamindars to pay income-tax in respect of their incomes 
from agriculture said " I hold him (the zamindar in the permanently-settled 
areas) to be exempt from any special charge upon his land but to be 
liable to any general tax that applies to all others." Again in 1869 when the 
income from agriculture was subjected to income-tax, Sir Richard Temple said 
" The landholders especially the zamindars under permanent settlement con­
vinced from long experience of the inviolable faith kept with them by the 
State cannot regard this measure with distrust , • , recollecting that the 
question of their liability was thoroughly settled long ago . . . . ." 

Adequate safeguards will, however, be needed to prevent the landlords from 
passing ~m the ~ax to the raiyats and it is for the revenue officers to suggest 
appropnate measures for protecting the interests. of the cultivators. But no 
one can deny that such measures will be necessary\, The following extracts 
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from the Final Report on the Survey and Settlement operations in the 
district of Rajshiihi, 1912-22. are relevant to the present issue:-

(i) " The submission or subservience of the tenants is the most 
remarkable feature of the relations between landlord and tenant 
in this district." 

(ii) " During settlement operations innumerable instances of illegal 
enhancement of rent came to light." 

(iii) " The raiyat would never dream of becoming a martyr to the 
principles of the Bengal Tenancy Act:" 

In justice to the great body of landlords one must hasten to add that the 
same report from wh1ch the above extracts are made, referred to the fact that 
the "estates in the district are fairly well managed ". It is only where the 
zamindar is an absentee and the tenants are at the mercy of an unscrupulous 
Naib that illegal exactions are rampant. 

All persulls who are described as rent receivers should come under the 
operation of the income-tax laws. For the purpose of assessing income-tax 
the exemption limit for this kind of income should be lower than that fixed 
for '' labour '' incon1es. · 

The temporarily-settled areas stand on a different footing altogether. In 
these areas the land revenue is adjusted periodically with clue regard to the 
rise of prices and increase of population. Here the State takes either 
percentage of the rent collected by the zaminclars or where there are no 
zamindars a fixed proportion of the " net assets ". Both the rent and the 
" net assets" are affected by rise of prices and the State already appropriates 
a portion of the unearned increment. 

Q. 40.-I would r.ot advocate a reduction in the existing exemption limit 
for ·the purpose of the levy of the income-tax in India for the following 
reasons:-

(a) It is not strictly accurate to say that "the limits of exemption in 
European countries generally have reference to the actual cost of subsist­
ence ". In England, at any rate, the exemption limit has no reference what­
soever to the actual cost of sub!ristence. This will be evident if we refer to 
the Old Age Pensions Act of 1919. Under this Act the rate of pensions for 
a person who has rEached the age of 70 years and whose private income does 
:not exceed £26-5 a year is lOs. a week. Every person above the age 
of 70 years is therefore guaranteed an income of £26 a year, and this figure 
may be considered as the minimum required for subsistence. This sum is 
considerably lower than £150 the exemption limit for a single person under 
the English income-tax laws where the income is all "earned ". Even if we 
make the assumption that a person in receipt of old age pensions at the rate 
of lOs. a week has a private income of £26-5, the maximum sum the posses­
sion of which does not deprive him of his pension of 10.<. a week. the sub­
sistence level then becomes £52-5. Again, the very fact that the old age pen­
sion ceases when a man's private income exceeds £49-17-6 shows that the 
subsistence level for a single person is not as high as £150. 

(b) To lower the exemption limit in India with a view to bring it on a 
line with that in England, without introclueing the other features of the 
English income-tax law, would lead to a glaring anomaly. In England men 
with incomes admittedly above the subsistence level often get exemption from 
the payment of the income-tax on account of the operation of the laws relating 
to allowance for children and dependants. 

Thus a man with an earned income of £400 a year, with four children and a 
<lepenclent mother, does not pay any income-tax nt all. 

Earned in<:!•1me, less 1'o th or £40 

Marriage allowance 
4 children, 1 at £36 and 3 at £27 

Dependent mother, £25 . 

£360 
£ 

225 
117 
25 

ToTAL 367 -
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Assuming tha~ the subsistence level is fixed at Rs. 1,000 a ye~r a1:1d that 
the exemption limit is fixed at that sum for the purpose of the Indian mcome­
tax, an Indian with an income just above the exemption limit would pay an 
income-tax, while an Englishman with an income considerably above the sub­
sistence level would not. 

Similarly reference may be made to the systems which exist in other 
.European countries, e.(!., Holland, Denmark, Austria and France, the iden­
tical countries referred to in Annexure F. The effective exemption limits in 
these countries are generally higher than those indicated in Annexure F on 
'lccount of the operation of the laws relating to allowances for children. In 
~orne of these countries a fixed sum is allowed as a deduction from the income 
in respect of which the tax is charged. In other countries a proportion of 
the ta.x due from the tax-payer is remitted by way of relief. France com­
bines bot.h these methods. In that country 5 to 50 per cent of the schedular 
tax is remitted to persons having children. With regard to the general 
i.ncome-tax, in France the rate of allowance for children is a progressive one. 
Thus, a sum of £40 for each child up to the number of 5 and £60 for each 
dti!d beyond 5 is allowed to be deducted. In Holland sums varying from 
£5-8-4 to £16-13-4 are allowed to be deducted from income in respect of each 
child without regard to the tax-payer's income. In Denmark a sum of £5-11 
is deducted for each child. [Vide Second Instalment of the Minutes of Evi­
dence, Royal Commission on Income-tax in· Great Britain, 1920, Appendix 
~o. 14 (d).] ' 

(c) In England a good deal of money is given back to the tax-payers in the 
torm of socially beneficial expenditure, e.(!., old age pensions and unemploy­
ment insurance benefits. In India such forms oi public expenditure are yet 
non-existent. In asking the public to bear the burden of extra taxation, a 
Government should have in mind what services are provided out of taxes 
and are enjoyed by t.he several classes of the community. The beneficial forms 
of public expenditure referred to above reduce the real as opposed to the 
apparent incidence of taxation. 

It is of course not possible io establish any direct connection between the 
payment of the income-tax and the receipt of benefits under the provisions 
of the Old Age Pensions Act for instance. But it is undisputed that some of 
the labourers, who benefit under the Old Age Pensions Act, belong to the class 
of income-tax payers. In this connection reference may be made to questions 
and answers 4252-4255 in the Second Instalment of the Minutes of Evidence, 
Royal Commission on Income-tax in Great Britain, 1920 (Comd. 288-2). 

(d) Wages and salaries have a tendency to lag behind price fluctuations. 
The salaried men have been hard hit in recent years on account of the 
inflation of currency wliich has taken place. Currency inflation is one form 
of taxation. Additional burden should not, therefore, be placed on the men 
with low salaries and wages. The cost of living has- not materially fallen 
since the time when the exemption limit was raised from Rs. 1,000 to Rs. 2,000 
a year. This will be evident from a reference to the following cost of living 
jndex numqers (vide Bombay Labour· Gazette, November 1924). 

July 1914 100 
1918 149 

" 1919 
October 1923 

1924 

186 
152 
160 

Speaking of the rise of prices and its effects on persons with low salaries, 
the Hon' ble Finance l\Iember said in his speech introducing the Financial 
Statement for 1919-20: " On none has the present range of prices fallen more 
heavily than the people on low salaries who are caught in the smallest mesh 
t-f our income-tax ler.v. There can be no question that Rs. 1,000 minimum 
is now a serious hardship." 

(e) In fixing the exemption limit for the purpose of the levy of income-tax, 
regard must he had to the comparative weight of indirect taxes upon the 
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various classes of the community. In every country the proportion of the 
income spent by the poor upon the taxed necessaries of life is greater than 
in the case of the rich. 

(/) From the administrative standpoint, regard must be had to the cost 
of collection of small amounts from a very large number of tax-payers. When 
the exemption limit was raised from Rs. 1,000 to Rs. 2,000 a year as many as 
237,000 assessees were relieved out of a total of 381,000 p'ersons. 

(g) The fact that there is no exemption limit in the case of the agricul­
tural income is an argument for introducing such limits, and not for lowering 
the already existing limits in the case of other incomes. 

Q .. 50.-An indirect tax on connnodities graduated with reference to the 
income of the consumer is impracticable. But an indirect tax graduated with 
reference to some measurable or ascertainable attribute of the commodity iij 
theoretically conceivable, tho)lgh no doubt there are practical difficulties in 
the way. For the purpose of the levy .of an indirect tax, all articles may be 
graded or differentiated with reference to their value. Other standards of 
differentiation may also be chosen. "An additional unit of duty can be 
charged for every additional degree of polarisation of proof spirit, for small 
changes in the percentage of o::hemical content or in the number of threads 
(Gregory, Tariffs, page 151)." 

The practical difficulty in the. way of the creation of such different price 
or quality levels is that if this process of differentiation is carried far, the 
schedules become unduly complicated. This complication renders the .task of 
the revenue officers extremely difficult. Occasions for dispute between traders 
1md revenue officers become frequent and at the same time temptations to 
fraud and undervaluation are .increased. 

Profess:~r Niyogi gave oral evidence as follows :-

The Hon'ble Sardar Jogendra Singh, Q.-You recommend a tax on ~gri-
cultural incomes? 

A.-Yes. 
Q.-You have taken into consideration the incidence of land revenue? 
A.-Yes. My point is that land revenue has ceased to be a tax because it 

hits been capitalised. 
Q.-Do you think that is -the view of the cultivators themselves who are 

paying a fair share of their produce as tax? 
A.-When I say an old tax is no tax I have in mind the permanently-settled 

areas. 
Q,_:.Even there would you not define a little further? 
A.-I maintain that when a tax is fixed and perpetuated that tax ceases 

to be a tax, because every purchaser whEJn he purchases the land takes the 
land revenue to be paid on that land into account. · 

Q.-Tha't would imply that land is changing hands a good deal. 
A.-Even if lands do not change hands, I have pointed out that the zamin­

dars have obtained an enhancement of rent. For instance, in 1793 the gross 
collections from the tenants amounted to 4 crores of rupees and to-day the 
gross collections amount to 12 crores. 

Q.-What is the land revenue? 
A.-A little over two crores. 
Q.-What ratio does land revenue bear to rents? 
A.-Something like 16 per cent. 
Q.-Have you any idea of what the income tax in Bengal is? 
A.-The total yield for the whole of India is 22 crores. I can't say about 

J3engal. 
Q.-Bengal must be 8 crores. 
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A..-It might be; but the zamindars don't bear any share of it. 
Q.-1\ly point was to find out what the others bear. 
A..-1\ly point is that land revenue has ceased to be a tax. 
Q.-Your argument is that there is no atx because the zamindars have 

bought out the tax . 
.4..-It is not buying out. When the zamindar purchases the land he takes 

into account ~11 possible investments, such as Government securities, etc; 
When he finds 'that if he buys land he will have to pay land revenue, naturally 
he makes an allowance for the payment of land· revenue and pays less prop or~ 
tionately. 

Dr. Paranjpye. Q.-Suppose he takes into account the fact that altogether 
he would receive from his subtenants or tenants Rs. 100 and that he has to 
pay Rs. 20 to Government. So that the net income would be Rs. 80 and he 
would pay the capitalised value of Rs. 80. Suppose he invests in government 
paper the same amount of money, he would not consider the actual interest 
that he would receive but would allow a deduction in the interest for income­
tax. Therefore supposing capital were mobile, the person has no other consi­
deration except mere yield. 

A..-At the time when the man invests in land there would be no difference 
but the situation changes in the course of few years, because you get more 
than the capital value and more than the current rate in Government paper. 
The situation alters within ten years and he would get from the tenants en­
hanced rents. 

The Maharaiadhiraia Bahadur of Burdwan. Q.-Supposing A is the Gov­
ernment, B is the superior landlord and 0 is the permanent tenure holder 
under B : if you purchase from the superior landlord himself then you cannot 
certainly enhance the" rent because you only purchase the right vested in him 
in law. But if you purchase the right of permanent tenure from 0 and there 
was no one under you and you were the direct superior landlord, then you 
would be entitled to enhance the rent according to the tenancy law. So you 
had in mind those landlords who are superior landlords as well as direct laud­
lord over the tenants. 

A..-Yes. 
Q.-Supposing I as a superior landlord pay to Government Rs. 500 and get 

from my tenure holder one thousand rupees, in the case of the superior land­
lord the rent is fixed and therefore in his case your argument about possibl• 
increase does not arise. It will arise as between the tenant in possession and 
the man actually above him. 

A..-Yes. 
Si1· Percy Thompson. Q.-Even this immediate landlord will not be able 

to enhance, if the actual tenant is paying the full economic rent. 
A..-·Wben the zamindar sells his right to another man, he eJ>.-torts from the 

man to whom he sells the money value of the privilege which the zamindar 
enjoys. The privilege that I am talking of is the privilege regarding exemp­
tion from income-tax. He has taken the full money value of that privilege 
from the man to whom he sells the land, but the buyer ultimately rat•"~ Lh" 
rents. 

The Mal!amiadhiraia Bahadur of Burdwan. Q.-Supposing you are th.ll 
znmindnr with an annual income of Rs. 1,000 and you sell your right to me. 
In selling that right I would purchase from you for Rs. 20,000 or Rs. 25,000 
according to the nature of the zamindari. Is it your argument that thi• 
Rs. 25,000 escapes income tax? 

A.-That is not my point. Because you have purchased the land from me 
you cannot put up a claim that you must be made secure against all changea 
in the rates of tax or against new imposition of taxes. Even in your case I 
maintain that it would be fair to impose a tax on your income. 

Sir Pe•·cy Thompson. Q.-You said very rightly that in the purchase 
price the land revenue is amortised. Is your point that immunity from 
income-tax has also been amortised? 
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A.-That is not my point. My point is that no one can claim that his 
position must be made secure for all time to come. 

The President. Q.-But the legislature has done it. 
A.-That is of recent date; in 1860 there was an agricultural income-tax. 
Q.-1 do not say it is a pledge. But here is the fact that the legislature 

has deliberately exempted the agricultural incomes. People have a right to 
consider that that exemption is going to continue. 

A.-That is not binding on successive legislatures. No pledge was given 
that the exemption would continue for all time to come. 

Dr. Paranjpye. Q.-You cannot base your argument on the fact of amor­
tisation. You do not say that people should remain paying permanent rates. 

A.-My argument of amortisation would apply in the case of those zamin­
dars who have got under them tenants whose rents can be increased. Even if 
the land revenue has been amortised, considering the fact that zamindars have 
increased the rents in some cases, taxes on the zamindars could be justified 
on the ground that the rents can be increased. In other cases no one can 
claim that his position must be made secure against all changes or against all 
new impositions. 

Q.-You might as well say that the permanent settlement should be 
abolished. 

A . ....:..It is not a question of the abolition of the permanent settlement. 
Q.-Why should Government be bound for all time. They might as well 

say that the permanent settlement be done away with. 

A.-That is not reversing the permanent settlement. 

The Maharajadhiraja Bahadur of Burdtcan. Q.-You have mentioned that 
up to 1886 there was income-tax on agricultural income: Can you tell us why 
that was taken away by the statute in 1886? 

A.-I cannot tell you the reason. 
Q.-Supposing one of the reasons for its abolition-! do not say the reason 

-that must ha>e weighed at the time was the inroads that were made on the 
permanent settlement in the shape of road cess and public works cess in a 
direct way and income-tax on agricultural income was abolished consequently, 
would you still have 'the income-tax on agricultural income over and above the 
road cess and the public works cess? 

A.-It is quite necessary. 
Q.-If that is the principle for which it was sacrificed, would you sacrifice 

road cess and public cess in the alternati>e? I am talking only of Bengal 
A.-It would depend upon the relative yield of the taxes. 
Q.-From a theoretical point of new? 
A.-I maintein both. :lly justification will be that income-tax will be pay­

able by the zamindar in common with the other sections of the community .. 
Road cess and public works cess are special t"xes, while the incol'l.e-tax should 
be paid by all sections of the community. 

Dr. raraniPVe. Q.-When land re>enue was made permanent it was made 
on the understanding that Go>ernment acti..-ities would require a certain ex­
penditure and no more. l'nder t\,., circumstances which existed in 1793 it 
was possible for Go..-ernment to gi..-e that undertaking. But Go,·ernment 
undertakings hanng increased enormously and the expenditure also hanng 
increased enormously, the fundamental assumption on which that undertaking 
was gi..-en no longer holds good. 

A.-That is a dllferent proposition altogether. 
The Hon'ble Sardar Jogendra Singh. Q.-Ha..-e"yon studied the land re­

venue system of Bengal? 
A.-Yes, I ha..-e, in a general way. 
Q.-Ha..-e yon seen the practical effects of the taxes imposed upon these 

agriculturists ? 
A--T ha..-e no experience. 
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Q.-Have you read Lord Curzon's resolution on land revenue policy? 
A.-Yes. 
Q.-Your position is that every citizen should pay a uniform tax? 
A.-I do not maintain that. 
The P1·esident. Q.-Suppose there will be no exemption in taxation? 
A.-Exemptions should apply only in the case of persons to whom demand 

-would involve hardship. 
Q.-Are you proposing a universal income-tax? 
A.-Not at all. In fact in my written statement I. have sta~ed tha~ the 

-fact there is no exemption limit in the case of the agr1~mltural mcom,.e IS .. a?­
,argument for introducing such limits, and not for lowel'lng the alreaay exist­
ing limits in the case of other incomes. 

The Hon'ble Sarda1· Jogendm Singh. Q.-You say you would tax profits 
from agriculture in the same way as profits from other sources, say, for· in­

·stance, profits from jute mills? 
A.-I have said in the case of agricultural income the exemption limit 

·should be lower. · · 
Q.-Income-tax on agricultural income may be regarded as a double tax; 

'first you accept the position that land revenue is a tax. 
A.-I maintain it is not a tax. 
Q.-On what ground do you say it is not a tax? 
A.-I say that in the permanently-settled areas, the land revenue being a 

'fixed charge on the rent, it has long ceased to be a tax. Moreover land re­
venue is taken into account by every intending purchaser and allo;wance is 
made in the purchase price. · 

Q.-What is the difference between land revenue and a tax? . 
A.-It is a very difficult and important problem, and I think it needs very 

serious consideration to define it on a proper basis. 
Q.-How would you distinguish between land revenue as it. exists in India 

..and a tax? 
A.-Taxes are apportioned according to the principle of ability to contribute 

:and I would regard Professor Marshall as an authority on this subject. He 
.distinguishes the Indian land revenue from rent as follows. Taxes are appor­
tioned according to the net incomes which are actually earned, and rents are 
.apportioned according to the income which would be earned by an individual 
of normal ability. If you take the case of temporarily-settled areas, there is no 
doubt that the land revenue is a tax. I want to make a distinction between 
the two areas, temporarily and permanently settled. 

Sir Pe·rcy Thompson. Q.-Suppose a man buys land in the permanently­
settled area, land which gets a rent of say Rs. 100, take it that he pays Rs. 40 
:to <;he State by way of land revenue; it brings in a net income of Rs. 60. 
Now you come to the temporarily-settled areas, in which lands I can get an 
-occupancy rent of Rs. 100 and under the existing settlement ~he land revenue 
'is 40 rupees, should I not· take into account this 40 rupees in the purchase 
,price of that land? 

A.-I do. But I do not take account of the future possibilities. 
Q.-But it is a tax. According to you the other was not a tax. Therefore 

when I bought that land it would bring a net income of 60 rupees and I can 
pre!'!laim from the house tops that I am paying 40 rupees land revenue in my 
income of Rs. 60, whereas in the case of permanently-settled areas I have 
not to pay anything? Is not Rs. 40 on an income of Rs. 60 a monstrous tax? 

A -Therefore we take into account the surplus that may arise. 

Q.-What you said just now in the case of the permanently-settled area 
·is that the 40 rupees I pay is not a tax. ' 

A.-The land revenue contains some element of tax; I would not say the 
•whole of it is a tax. Take, for instance, two districts in the temporarily-settled 
:areas equal in fertility, and then supposing one of the districts is cultivate<il 
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by a population which is more vigorous, the other is cultivated by a population· 
which is fe<:ble_; in the former ca~e the land. revenue will be grtla~er, showing 
tha'l the prmCiple of tax comes mto operation. Therefore we will have two· 
lar..~o <>qual in fertility the one paying a greater amount of so-called rent than 
the other. 1\Iy point therefore is that it contains the element of tax. 'l'hei 
principle of taxation is taxation according to the ability to pay. · 

Q.-Does it not amount to surplus; does- it amount to the economic rent? 

A.-It does not. Hence I say it contains an element of tax. 

Q.-The tax which does not exceed the economic rent is not a tax? 

A.-That is a question of fact which is very difficult to answer here. 

The P..esident. Q.-If !understand you correctly you say you do not con-· 
sider laud revenue in permanently-settled areas to be a tax because it does 
not vary, but in the temporarily-settled area you do consider it a tax because· 
it is liable to variation. 

A.-That is' the substance of my argument. 
Dr. Paranfp1:c Q. -- 'Vhat are the reasons for reducing the percentage of 

increase in temporarily-settled areas. Is it a fact that persons there are used 
~o a certain standard of living, and if the full 50 per cent. is taken, it would 
alter their standard of living? 

A.-In the case of temporarily-settled areas the amortisation is incomplete. 
Q.-In the case of permanently-settled areas it is to a great extent a 

speculation, because if the prevailing rate of interest diminishes, he stands 
to gain? 

A.-That is hardly a practical proposal; that is because the tendency is to· 
raise the rate of interest. 

Q.-You .cannot say that there is no element of speculation in that amor­
tisation which you consider complete? 

A.-If the rate of interest rises, I can also get enhancement of rent. 
Sir Percy Thompson. Q.-In your answer to question No. 40, you say 

that in England the exemption limit has no reference whatsoever to the actuar 
cost of subsistence, and you refer to the Old Age Pensions Act of 1919. You 
say that under this Act every person above the age of 70 years is guaran­
teed au income of £26 a year, and this figure may be considered as the mini­
mum required for subsistence. That really is not the case. I do not think 
that was ever intended; the old age pension was more intended as a contri~. 
butiou. 

A.-If the Old Age Pensions Act limits pensioners to those who have less 
than £50 does it not follow that he can live on £50; supposing he has no other· 
income he has got to live on this income. 

Q.-What happens is this; that pensioners live with their relatives or some­
one else and contribute something towards their subsistence; it is only a dole. 

A.-If a man has got private income amounting to £26 the utmost he can 
get from the State is a sum of £26 and few shillings extra. Then in 
that case he has got to live on the doles from the State and that has to be 
regarded as a subsistence allowance. I only take objection to the statement 
made in your questionnaire. I argue that the subsistence level is lower thaa 
that indicated in the questionnaire. 

Q.-I think we may take it that the present limit in India would be some­
thing above that. I take it you advocate that the existing level should be 
lletained? 

A.-Yes, it should be coupled with allowances for children. 
Q.-That was one reason for mak-ing the exemption limit as high as 

Rs. 2,000? 
A.-It would be better still if we could get allowances for children. . If you 

introdue<~ subsistence level and then introduce family allowance, then m that 
case it' won't bring in so much revenue to the State. As against this loss, r 
would suggest tax on agricultural incomes. · 
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Q.-I think the popular feeling would be against !"n unduly high exemp~ 
·tion, if you take with that marriage allowances and children allowances. 

A.-Speaking of the Presid~ncy. t~wns, I do not think it :will be an unduly 
'high level. Since we cannot d1scr1mmate between the Presidency towns. and 
·the other towns, I think, it is safe to put it at this figure. 

Q.-Do you think _that a children's allowance can be administered without 
friction? 

A.-I don't think there is any difficulty to find out the number of children 
'a man has. If you can find out the actual income of a man withou! ~riction, 
you can as well find out the number of children a man has. 

Q.-Will not there be a complaint that you are going intimately into the 
'family affairs? 

A.-Well, if you go into the income of o~e's family, I do not t~ink the~e 
is mw harm in finding out the number of children a man has. I thmk one IS 

as private as the other. 
The President. Q.-You don't think the p1trdah system in India will have 

. any effect? 
A.-I oo not think so. 
Q.-One suggestion is that allowance should be made for children proved 

·to be going to school? 
A .-Yes. Some sort of allowance may be made. You should allow for the 

number of children that are attending school. I think even in England they 
·have got some such system. 

Q.-It has been suggested that instead of making any inquisition into 
family affairs, we should grant exemptions only to children who are attending 
school. 

A.-I do not think it would be fair because there would be many people who 
may noij send their children to school at all. But I won't insist on this, you 
may as well accept this principle. 

Si1· Percy Thompson. Q.-You say in England a good deal of money is 
given hack to the tax-payers in the form of socially beneficial expenditure, 
e.(!., old age pensions and unemployment h1surance benefits. Surely the 
people who pay income-tax are quite different from those who get these bene­
fits. 

11.-I maintain it is not so. I have seen certain answers given by the 
gentlemen who gave • evidence before the R.oyal Commission on income-tax. 
1n some cases men paying income-tax are those who receive the benefit . 

. Q.-Do you know the· total amount coll~ted from the wa'ge earners in 
England? I can give you the figure: it is about £750,000 out of a total 
income-tax collected of about £350 millions, and of these the people that 
benefit. by the old age pensions, are very few in number. The amount of old 
age pensions is only 10 millions, and the amount of doles is about 40 millions 

·it only comes to something like 50 millions. ' 
:1.-Even that little amount we do not get back here. There is one thing 

I would like to add regarding death duties. From the report of the proceed­
ings of your committee I have seen it suggested that death duties should be 
imposed rather than the taxes on agricultural incomes, if, of course new 
taxes are necessary. To that I will answer that it is absolutely essentiai that 
the anomalies of the present income-tax should be first corrected before re­
sorting to death duties. Otherwise, injustice of a very grave character would 
be perpetrated. If you want to avoid injustice to the people you should first 
try to ·remove ~he anomalies of the Income Tax Act. 

The President. Q.-First of all, are there no ·anomalies in the matter <:1-f 
the present death duties? 

.!.-There are. 
Q.-There is one very great anomaly in so far as the probate duty is onl:v 

leYied from certain classes of the population. • 
A.-If we resort to death duties, the anomalies will ne greater. 
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. Q.--Dan you suggest any practical way of collecting income-tax on the 
w.come of the actual farmer? 

A.-I do not advocate that the income of the actual farmer should be taxed. 
Q.-You would confine it to the taxation of land? 
A.-Yes. 

S~r Percy Thompson. Q.-8uppose you have a clerk who pays income-ta' 
on his earnmgs_; he buys some stocks and shares, he pays income-tax and h 
pays _death ~uties on the stocks and shares. The farmer pays no income-to 
on his earn!ngs, but he buys stocks and shares and pays death duties. T~l'­
one pays twice the other. The anomaly remains just the same. 

A.-That is the anomaly I want to remedy. 
Q.-You said you were not going to tax the profits of the farmer. 
J. .-The fanners are a poor class, therefore I would exempt them. 
IJ.-You will not tax them unless their income is Rs. 2,000 a year? 
A.-Even if the income is Rs. 2,000 a year, I would exempt them. 
Q.-You get the same anomaly .. The fa~mer who makes Rs. 4,000 a year i;,. 

taxed once on account of death duties on his property but if you have a clerk 
on Rs. 4,000, he is taxed twice, in income-tax and de~th duti~s. 

A.-A farmer does not earn as much as Rs. 4,000. 
Q.-Never? 
A.-Not in India; that is my idea. 
Q.-Your statement is based on the fact that there are no cases of a farmer 

making Rs. 4,000 a year in India? 
A.-Yes. 

Mr. A. M. Ballingall was next examined on b£·half of the Wine, 
Spirit and Beer Association of India, Calcutta. 

Written memorandum of the Wine, Spirit and Beer Association of India. 

Q. 61.-The policy of prohibition may be introduced in localities. Such· 
in point of fact has already happened in the Punjab where a Local Option 
Act was passed in 1923 under which orders were passed by the Finance­
Commissioner in April 1924 stopping the sale of liquor at' theatre and cinema 
bars. These orders have, it may be noted, since had to be considerably 
modified by the Finance Commissioner. Proposals of a prohibitionist 
character are under consideration in the Central Provinces, Bombay and. 
Assam. Further, severe excise imposts have recently been proposed, in the· 
Central Provinces, while in Bombay the Excise Commission published their· 
report in 1\fay 1924 making very drastic recommendations regarding the 
sale, etc., of liquor, and the Bombay Legislative Council have passed a 
resolution that prohibition should become an accomplished fact in twenty 
years' time<. In addition the Excise Ministry of the Bombay Government. 
has adopted the principle of reducing the total liquor issues each year by 
one-tenth. In Assam a Temperance Bill was introduced during the last· 
session of the Assam Legislative Council and is now under consideration. 
of a Select Committee. 

To think of imposing real prohibition anywhere in India is, the Committee• 
would submit, futile, and in this connection attention is invited to the· 
pamphlet entitled "Some truths about Prohibition," a copy of which is en--
closed with this statement of views-Exhibit A. ' 

Q. 62.-A policy of total prohibition would certainly entail the loss of 
revenue mentioned and would also inevitably make necessary a huge expen­
diture for its enforcement. Further, such a policy could only be enforced 
partially; for example in the mofussil prohibition would be impossible, 
!IS the means to make intoxicating liquors are open to every raiyat who wishes­
to use them. Attempts to enforce such a policy would lead to continual 
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friction between the people and the Police and Excise Depa~tments of" 
Government. Attention is invited in connection with this questwn to the­
last issue of the Administration Reports of the Provincial Excise Departments. 
Exhibit B contains extracts from the current Excise Administration Reports. 
of the Punjab the Madras Presidency and of the Central Provinces and 
from a report by the Deputy Commissioner of Amritsar. Exhibit C contains. 
a number of extracts* dealing with illicit distillation and smuggling from 
the Punjab Excise Administration Reports from the year 190~-03 up to 1922:23_ · 
Exhibit D contains an extract from the speech made by S1r Malcolm Ha1ley 
when introducing in the Assembly the Budget of 1922-23 when the duties. 
on wines were last raised. Exhibits E and F are extracts from speeches­
made by the Hon'ble Mr. C. A. Innes, Commerce and Ind~stries Memberr 
and by Sir Malcolm Hailey in the course of the debate 111. the Assembly 
on the Budget of 1922-23. 

Q. 68.-·Ileference 1St quotation.-A tax on a.lcohol can only. be a positi:ve­
good so ·rong as it is a reasonable one and consl(lered along w1th the hab.1ta 
of law-abiding citizens and their power to buy alcohol of good q~ahty 
suf!icier.~ ic.t" their reasonable needs. Once a tax goes beyond that pomt a· 
premium is pm on illicit distillation, the consumption of crude and harmful· 
spirit smuggling, and all their eveil consequences and the liquor trade, no· 
Ionge~ .('(>!'.~rolled, passes into undesirable hands. 

Rl5/ere7!'e :<r.d quotation.-Tha Association agree with this statement so· 
long as it iR admitted that the efficiency of administration is always open 
to the dangers described in the previous paragraph 'if taxation is on too­
high a ba:<b. 

Reference 3rd quotation.-The first portion of this quotation is debatable· 
as it can be argued that a small indirect tax on a commodity in general 
use in every-day life is desirable in that it reaches certain parts of the· 
community which would not come within the reach of direct taxation and 
yet whose duty it is to contribute its quota towards the upkeep of the· 
State. Further, it is contended that all alcoholic drinks do not come under 
the category of " articles of popular luxury ", nor are they " detrimental' 
to personal health, morals or public order". Certain alcoholic drinks among 
the greater part of the peoples of the world form part of the daily diet and 
are a necessity. It is the abuse of alcohol, just as is the case with anything· 
else, that is detrimental to health, morals, and public order. • 

Reference 4th quotation.-The Association need not comment on this 
quotation, because the quotation refers solely to harmful or undesirable­
luxuries, and alcohol is, when not abused, neither harmful nor undesirable. 

Reference 5th quotation.-The Association agree with the view here stated 
and would add that alcohol is not to be considered as a non-·essential. 

Reference 6th quotation.-Alcohol is not the root of " every grave socia!i 
evil ". The abuse of alcohol is invariably only the secondary cause of any 
grave evil, e.g., the appalling conditions of the sweat shop-3 and factories of' 
America several years ago were acknowledged to be a great incentive to the 
workers to t~ke excessive alcohol during their leisure hours, so that they 
?auld forget hfe. To be drunk or drugged was their only pleasure. Alcohol' 
IS taxed as the tax is one of the easiest to gather. It is collected by the 
trade and handed over to Government; with little expense to Government in 
administ.mtion. 

Q. 64.-:-In. view of the high duties taken by the Imperial Government­
the taxatwn unposed by the Provincial Governments is decidedly in advance­
of what the trad~ and public might reasonably expect it to be. The Associa­
tion further consider that the present policy would be changed for the better· 
if it could be simplified. The high prices which have ruled since Provincial' 
Governments adopted the policy of " squeezing " the foreign liquor trade. 
have undoubtedly diverted those who used to partake of the cheaper brands 

* These are identical with what has been printed at pages 166--172 of 
Volume IV-Evidence. 
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·of Scoteh and Irish whisky and French brandy to very much less desirable 
commodities in the shape of country spirit and German spirit. Although 
German spirit is a foreign spirit it can compete with country liquor 
as it is imported in undersized bottles and is in the first place a very cheap 
and immature spirit. 

Q. 65.-This Association being an Association of importers of foreign liquor 
-are not interested in matters relating to country spirit. 

Q. 66.-Reference is invited in this connection to the report on illicit­
distillation in the Punjab referred to in the answer to question No. 62, Exhibit 

-C, which goes to prove that increases in provincial excise rates are followed 
by increases in illicit distillation. 

Q. 67.-The Association have no objection to locally-made imitations of 
·imported liquors being taxed at the tariff rate and given the same freedom 
:from restrictions on transport as is given to foreign liquors, so long as 
legislation is at the same time introduced to protect the consumer adequately 
against the possibility of his being supplied with locallycmade imitations 
when he desires genuine foreign liquor. The Association does however strongly 
object to synthetic foreign liquor, that is German and Java whisky, rum 
-and brandy being given as at present they are given the same trade 
facilities as genuine foreign liquor. ~\s remarked in the answer to question No.1 
•64 this synthetic German and Java spirit is a very cheap and immature spirit 
and the Association have been endeavouring for many years to get the 

'Government of India ·to introduce an Immature Spirits Restriction Act, 
on the lines of the Immature Spirits Restriction Act, 1925, in force at Home, 
wit& the object of stopping the import into India of such unwholesome and 
-immature "synthetic" spirit. The question of the introduction of such an 
.Act is still under the consideration of the Government of India. 

Another way of striking at the import of this synthetic spirit into India 
-would be the imposition of heavy taxation on such jmports. This taxation 
would have to be imposed and regulated by the Government of India and 

-would result to the advantage of the Provincial Governments as the growth 
of the trade in German and Java spirits has severely hit the trade in 
country spirit and so caused a heavy decrease in the revenue derived from 
-that source by Provincial Governments. 

Q . .J)S.-The Association do not approve of Provincial Governments being 
allowea to impose supplementary duties on foreign liquors. Taxation of 
foreign liquors should, it is submitted, be solely the concern of the Government 
of India as treatment of the matter must be uniform throughout the country 
-if great confusion is not to arise as the result of varying conditions in 
neighbouring provinces. -

Q. 69.-The- Association are not in a position to offer any suggestion as 
-to the ways and mea-ns of such an adjustment between provinces. Relations 
between provinces must however be adjusted to a common standard : other­
lrise smuggling would inevitably ensue. 

Qs. 70 and 71.-These questions refer to country spirit and as explained 
in connection mth question No. 6.5 do not interest the Association. 

Q. 72.-The present arrangements for the wholesale supply of foreign 
liquor are fairly satisfactory. .A word may be said however regarding the 
arrangement-s in force in the Central Provinces which are decidedly un­
satisfactory from the trader's point of view. An importer in the Central 

-Provinces pays Rs. 3 per case of mnes and spirits and Rs. 3 per case of 
beer. All losses have to be paid for by the importer. No rebate is allowed 
in the event of the liquor being re-exported: A private person in tho 

-Central Provinces who buys from another province on the other hand does 
not pay any of this tax. 

~~- 7J.-"\Yhere license fees have been assessed b:v Commissioners of Excise 
in different provinces the fees have been increased beyond all reason. 

~- 7J.-Regarding the figures shown in the Annexure J to the question­
naire it cannot be seen what is the reduction in foreign liquor licenses. Jt 
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is not clear that the reduction in country spirit licenses has increased th& 
value of these licenses but it is probable that the reduction has had the effect. 
of encouraging the manufacture of home-distilled country . spirit. 

Exhibit A. 

SOME TRUTHS ABOUT PROHIBITION. 

"Distance " the proverb runs, "lends enchantment to the view," and·. 
it is no wonder that many politicians in India, particularly those with 
idealistic tendencies, of which there are quite a few, readily accept what 
is told them by the "Pussyfoot" propaganda factory and have come to· 
believe that the American enactment prohibiting the manufacture, sale and 
transport of alcoholic liquors has banished alcohol from the T]hited States 
and has otherwise proved an unmixed blessing to the American people. 
These Indian politicians probably with the best intentions wish t!JHrefo·re·· 
to force prohibition on India, forgetting that conditions in this country are 
very different from those of America, and that what appli~,; to Americl). 
cannot pari pass·u apply to India. 

DIVERGENT CONDITIONR. 

For instance, India, like America, has an enormous coast-line. wbh:h: 
must be closely watched and guarded if smuggling is not to take place on 
a grand S(:ale, supposing that prohibition comes to pass. Those who are· 
in touch with current events will have noticed how in spite of her exceedingly 
powerful navy the United States has not succeeded in preventing the ~mug··. 
gling of alcoholic liquors on a large scale. India has no navy of her own, 
11.or ever will l..tuve a navy large enough to keep a constant and uninterrupted 
vigil over her long length of coast from Calcutta to Karachi. Do Indian· 
politicians then expect the British navy which is maintained for' the defence, 
in times of danger and of war, of the whole British Empire (including India 
of course) to undertake the duty of beating off the smugglers from the Bay· 
of Bengal and the Arabian Sea? Or again, is India prepared to shoulder 
the cost of a-navy of her own adequate to her needs from an exchequer which· 
has been depleted by the loss of that considerable revenue at present 
derived from alcoholic liquors? Do the politicians in India who favour· 
prohibition think for a moment that the country, that is, the vast masses 
of the people comprising the agricultural and industrial labourers who, after 
all, form the majority of the population of India and to whom drinking· 
is not only not a sin but sometimes enters into their religious observances,. 
do Indian polit.icians think for a moment that these people would put up. 
with extra taxation for the sake of a?- ideal in which they do not believe? 

AND MORE. 

And this is but one among the many reasons why prohibition is not a 
practical proposition in India. In India, there are far more facilities for 
illicit distillation than exist in America, and in the event of a prohibitionary· 
Jaw being passed, it would require an army of excise and customs officials 
as large as Attila's hordes to attempt to carry out the duties that would fall' 
on these departments. The increase in the excise staff would be so stupendous 
that it is doubtful whether the literate classes could furnish the necessary 
nt~mher of recruits. Can India afford to convert the Excise Department now 
n source of considerable revenue, into what must be one of the he~viest 
~barges the exchequer would have to face? Then again, owing to the· 
spread of the non-co-operation and Akali movements, lawlessness particular­
ly among the illiterate rustics is at a premium. Under these ci;cumstances 
~-hat chance does a prohibition law _stand of being obeyed, especially whe~ 
1t runs counter to the people's w1shes and customs? Indian politicians 
before rushing blindly to follow America's lead would do well to consider· 
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.cahnly the practical difficulties in their path and ask themselves whether the 
-enforcement of prohibition on India is not a Utopian dream rather than 
a feasible possibility. 

The inht•rent difficulties in the way of introducing prohibition in any 
administ1ation in India were strikingly referred to by Sir Ali Imam, late 
:Prime Miui~'ter of Hyderabad, in a speech delivered by him at the annual 
meeting of the Anglo-Indian Temperance Association held in May this year 
~t the Cax:ton Hall, Westminster. Sir Ali Imam referring in the course of 
Lis speech to his experience as Prime Minister of Hyderabad said the executive 
~ontrol in that State was absolute; all the departments of State were under 
his care, and he had absolute power to deal with them as he chose. Having 
all those powers, he began to think was it possible for him by a stroke of 
·the pen to shut up all the liquor shops and by magic make a new moral world ? 
·On reflection he found that was an impossibility; and he claimed that to-day 
if they had in British India absolute Home Rule, even then the legislation 
·with the best motives could not eradicate the drink evil without they had 
spiritual action. He had the power and he could have passed an order to 
·eradicate the traffic, he could have increased the revenue by adopting aa 
income-tax and a land tax. It was not the consideration of finance that 
·pre>ented him taking that action. What prevented him was this: if he had 
shut up all tbe liquor shops and stopped the distillation of drink and sai<! 
that the liquor evil had gone out of the country it. would not have been 
so. The fact was that opportunities for illicit distillation were so numerous 
that if the liquor shops were closed, in every home, in the privacy of the 
bouse, and even in the zenanas, private distilleries would be put up and 
.drinking would go on. What he was trying to show was that while he believed 
.th'lt legislation could go a long way towards helping temperance reform, 
anrl that the question of drink should be in the hands of the people of Indis 
to decide for themselves, they must not delude themselves that once thll1i 
-state of affairs came about they would really have got over the trouble 
.of eradication of drink from the country. 

At the same meeting Mr. Hope Simpson, M.P., who has spent several 
-years in India, touching on the same subject remarked that while in India 
they might arrange for prohibition in the towns and prevent the production 
-of spirits from the still, they could not prevent the native in the country 
climbing a tree and making a hole in it and getting his toddy in that way. 
That was going to be their ultimate difficulty. 

We commend these home truths, from those who are in a position to 
know what they are talking about, to those zealots in this country who 
fondly imagine that prohibition means the abolition of drink. It does not. 
All it means is that the traffic is driven underground where the remedy 
would be worse than the disease. 

llffE PROHIBr.nON.CONTROVERSY. 

As is generally recognised, prohibition in America has by no means bee.n 
an unqualified success. Indeed, competent and impartial observers hav( 

·declared that the enforcement of prohibition in the United States has no1 
-only been a failure, but has proved and is proving a veritable farce aml 
fraud. Of course, the "Pussyfoots," that is, those who have been respon­
sible for the enactment of the law, stoutly deny it, and asse>erate that things 

-are not so bad in the States as they are painted. 

11ffE TRUTH. 

Below we reproduce the salient points of an important article about the 
truth of American prohibition, contributed to the Weekly De.•patcl~, dated 4th 
Mav 1924 by Lord Birkenhend. His Lordship has held Cahmet Rank, 
ha..:ing b;,.,u" Lord Chancellor in the Coalition Government in England. 
He still occupies a >erv high judicial position, being a Member of the 
Appellate Court of the House of Lords. Because of his judicial position his 
.observations will carry conviction and command respect. 
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UNIQUE TESTIMONY. 

In this connection the following testimony to the truth and impartiality 
Qf his Lordship's ob;ervations comes in very appropriately. A New York 
message states that the .House of Represen~tives C~mmit~ee on ,~he alcoholic 
liquor traffic has ap~o~n~ed a Sub-Committe~ to mvestigate . the success 
or failure " of prohibition. The Sub-Committee has been mstructed to 
inquire into every phase of the. question " and especially to as~ertain w~~tl~er 
the consumption of liquor has mcreased and to 1vhat extent, smce prohtbtftl)n 
came hto force". Comment on the above, as the Americans would say, 
is unnecessary. 

LoRD :BmKENHEAn's ARTICLE. 

Lord Birkenhead writing in the Weekly Despatch about the truth flf 
American prohibition, says:-

" 'rhe importance and the vividness of the controversy which prohibition 
excites in the United States to-day is imperfectly exhibited in their pre!!B. 
I was on my recent visit for nearly three months in the United States. I 
can hardly recall one single meal in which the topic of prohibition was 
successfully avoided." 

QUESTION OF EXPEDmNCY, 

Alcohol has been used in one form or another almost from the twilight 
·of the human race. The plain truth appears to be that alcohol used in 
moderation is a very agreeable addition to the amenities of life. I still 
remember the late Lord Halsbury at a dinner which I gave when Lord 
·Chancellor to the judges of Belgium drinking two glasses of champagne and 
a glass of port, in his 97th year. It is equally true that the abuse of alcohol 
has through the ages encouraged vice, promoted crime, and induced the ruin, 
moral and physical, of weak persons. But it is quire certain that the 
controversy will continue, because it is founded upon fundamental disparities 
of temperament in human nature. 

Two QUESTIONS. 

It is evident that two questions require an honest and informed answer 
'before one can reach even a provisional conclusion upon this most difficult 
problem: 

(1) Bas i,; on the whole succeeded in attaining its professed object­
namely, that of stamping out the sale, distribution transpor-
tation, and consumption of alcoholic liquor? ' 

(2) If it has not so succeeded, what are the consequences of that failure 
and what inferences are to be drawn from that failure i~ 
relation to the moral aim attempted? 

Let ma attempt to examine in general terms the answer which must I 
tl.ink, !": · made almost without risk or controversy to the first of th~se 
questtons. It must be mode in general terms because a grateful guest 
antertained by kind' hosts under difficult circumstances may be excused for 
the employment of ~ome slight reticence. 

CLASS LEGISLATION. 

. This ~·Y be plainly said .bY. me-because it is everywhere plainly saii! 
m the Umted States-that thts rs a law which plainly operates in favour of 
the rich, and plainly operates against the poor. 
, It is, I think, on the whole true that the working classes of the f'nited 

:::.tates do better work under prohibition than they did before. Larger 
~nnnbers of them .return t.o work on Monday morning. Such an arrangement 
IS doubtless arhmra.ble from the point of view of nn employer of labour, 



~ho ~~d. his own cellar laid dow~1 upon a munificent scale in the days before· 
pr<;>htbitlon, !lnd who. has nothmg to lose. and everything to gain by the 
enforce~ sob;Iety ~f his employees. B~t whii~ I am not disposed to dispute· 
the sohd gam which has accrued to mdustnal efficiency from prohibition 
.,ven here a sombre and different picture must be drawn. ' 

WOOD ALCOHOL PoiSON. 

It is not given to all men, even to working men, to withdraw themselves> 
absolutely from the attraction of alcohol, just as it is not given to all rich 
men. And even during the short time in which I was in the United States 
[ read of thirty-four different cases in which poor men, wno had no ce]Jars 
had perished by drinking poisoned alcohol. ' 

So great, indeed, was the alarm that was. created by these repeated and· 
most tragic casualties, that in many towns the existing public agencies for· 
determining the purity of substances submitted to them had been enormously 
expanded in order to deal with the submission for test and certification ol 
alcohol illegally obtained, or illegally manufactured, which the consumer 
would not accept until it was vouched by the public analyst. And this ann• 
lysis, be it observed, was conducted by public authority and in circumstances 
which made it indisputable that the increased activity was both. understood' 
and approved. 

F AlLURE TO EXPEL ALCOHOI •• 

I apply myself now to the broad question. Has or has not prohibition· 
expelled alcohol from the United States? The answer is notorious. It 
unquestionably has not. It is quite true that there are many small towns, 
and many more villages, where it is impossible to obtain alcohol. But in my 
journeys through the towns, where I always in a spirit of social curiosity 
asked the question, I was invariably informed that prohibition was not 
very strictly enforced there, but that if you went to another town (whose 
name was obligingly given) you would there find that its full enforcement 
was effective. 

A practical commentary upon the success of the United States' authori­
ties in excluding alcohol is to be found in the fact that the best Scotch 
whiskey was only 6d. a bottle clearer in New York than in Montreal. And 
this was not supplied through dangerous channels, but by a most respected· 
bootlegger who, to my knowledge, belonged to at least one good club in 
New York. 

The real truth is that when you have a population of nearly one hundred 
millions, of whom at least some millions desire to enjoy a form of refresh­
ment which is e.xhilarating, and which many people have enjoyed since the 
dawn of the world; when that country has thousands of miles of boundar~·, 
.from the Dominion of Canada in the north to 1\Iexico in the south; when it 
is additionally handicapped hy having I know not how many thousand miles 
of maritime access; when the trade is profitable b~yond the dreams of avarice; 
no Gove·rnment, however resolute, however wealthy, however equipped, could' 
ever enforce such an exclusion. 

Spasmodic efforts are from time to time made. Meetit.gs of Governors 
are convened. Perhaps all the Governors are not unanimo~s. The police 
force of a great city is completely and pu?licly purged .. But nothinp: very 
effective is done. Nor, indeed, could anythmg very effectiVe he <..onceivecl. 

New York State has alreadv formally withdrawn its own ve>y great 
resources from any attempt to 'enforce the law of prohihitio':l .. I an, told 
that other States are contemplating or have already adopted similar act,._,, 
To employ the Federal strength in these State quarrels would impose. a burde': 
upon the Federal authorities which even to the resources of AmeriCa woula 
be formidable. 



275 

FROM CALIFORNIA'S VINEYARDS. 

Nor must it be assumed that the fundamental difficulties in the enforce~ 
:ment of prohibition proceed entire.Jy from the difficulties of intercepting 
,smuggled alcohol. 

The very resources of nature are enlisted against him who would. dry up 
the gifts of nature. A chemist can produce alcohol by boring a small hole 
in a ripe apple and exposing it to the sun's rays for a sufficient period. 
Home-brewed beers of excellent quality-for I have tested them-are common 
on the farms of the Middle West; though I think that on the whole the 
:labourers drink less of them than the farmers do. Apple-jack, a potent 
.liquor stronger than old brandy, is ·a common subject of rural production. 

llut the most singular illustration of all is furnished by the case of 
California. When it became known that prohibition was certain to succeed, 
.a most disastrous slump immediately occurred in the vine-yards of California. 
These were quoted and sold at about 40 per cent of their pre-war values. 
And indeed everybody assumed that in the auster.e regime which was to reform 
American life these vineyards had exhausted alike their moral and material 
utility. 

What has happened since? The same lands are being sold to-day-and 
not for the purposes of growing grain-at a higher price than they were sold 
·for in the year before prohibition became a law of the land. There is no 
reason to suppose that the American appetite for grapes as such has greatly 
increased in the interval. The plain and universally admitted truth is that 
~he Californian grapes are being distributed all over the -zontinent for the 
·purposes of private wine presses. 

I myself met five different American citizens of the; highest position and 
respectability-men of whom any country might be proud-who told me 
·that they imported grapes from California and wine-makers from Italy, in 
order that their respective ages might not be compelled to depart l>y what 

-they regarded as an intolerant tyranny from lifelong habits. 

THE RESULTS SUMMARISED: 

I summarise, therefore, the answer to the first question which I hav~ 
.proposed by saying: 

(1) That nearly every rich man in the United States has. a pre-prohi­
bition cellar which will last him for many years. The possession, 
it is true, is an anxious one•, for it is ahnost invariably protected 
by armed guards at night. 

(2) That no poor man has such a cellar. 
(3) That the rich man can reinforce his supply because he can afford 

to pay an absolutely reliable bootlegger. 
(4) That the poor man, if he decides to drink, must take terrible risks, 

because the kind of bootlegger open to him is less expensive 
and less discriminating. 

(5) That apart ~rom. h?otlegging and smuggling, the consumption of 
alcoht>} upon an Immense scale takes place in the United States 
of AmE'>·ica. 

(6) It nntnrnlly ~appens that the proceeds of that consumption accrue 
a}most entirely to those who have the· wit to contrive it and 
the resources to establish it. 

(7) That no •:me who _is ca~·eful, prudent and equipped with money 
need fall to obtam reliable alcohol at a comparatively reasonable 
price. in any great city in the United States of America to-day. 

THE CO:<SEQUENCES. 

It remains now to consider the second question 'Viz. what are the COR­

secrlences of the failure of prohibition to stamp o~t th~ sale and consump--
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tton of alcoholic liquor; and what inferences are to be drawn from that 
inilure in relation to the moral aim attempted? 

Although the failure is almost universally conceded it must not therefore 
he assumed that in the peculiar circumstances whi~h exist in the United 
States the Prohibition Act will be repealed. Nothing appears to me less 
likely. 

It is indeed true that there exists a considerable movement in favour of 
allowing the consumption of light wines and beers. Such a change is no doubt 
recommended to those who advocate it by the fact that it could be effected 
by a modifi_cation. in the Schedule ~f th~ Volstead Act without undertaking 
the almost 1mposs1ble task of amendmg, m the cumbrous method which alone 
is possible, the Constitution. But I do not think that even this slight 
modification is likely to be attempted. 

Acncs~ THE RORDEB. 

It is proper now to examine the larger question. What is the prospect 
~hat prohibition will in toto be repealed; and that the United States will 
now or hereafter regain in this respect the social freedom which is enjoyed 
by every other country in the world? 

We cannot, of course, reason from the experience of the Domini-on of 
Canada. That country, indeed, succumbed, except where the sturdy commo11 
sense of the French population of Quebec proved an obstacle too strong for 
conquest by the wave of emotionalism which swept over the United States. 
But it has been changing its mind ever since, and has given in nearly every 
province practical expression to these changes. 

Indeed, the comfortable material advantages afforded to a population 
where alcohol can be obtained by contiguity, over a boundary of thousands 
of miles, with an infinite and thirsty population, where it cannot be procured, 
have produced the result which any reasonable man would have expected. 
Montreal, for instance, has become a very favourite place for long week-end 
visits by citizens of the United States. And the experience of Montreal is 
being repeated on a smaller scale in every Canadian centre, url>an or rural, 
which affords the prospect of a pleasurable and refreshing visit. 

IN CANADA. 

The system which prevails in most parts of the Dominion is that of sale 
by the Government. Wine, indeed, includ~n~ champagne and be~r, can be 
obtained at any restaurant or hotel. Sp1r1ts can only be obtatned at a 
Government shop. Only one bottle is allowed upon a single visit. But the 
visitor if his need be great, is permitted to repeat his visit with the same 
fruitfu'! consequence. So that if a man wants six bottles of whisky he must 
send his servant six times t<> the Government shop. 

The method is perhaps a little more clumsy, but the result. ultimately 
obtained is not very <l.istinguishable from t-he easy system to whlCh we are 
accustomed at home. 

So much money has been made in the Dominion of Canada, directly or 
indirectly, as the resul~of pro_hibiti~:m in t~e States, t~at fin.ancial conditi?ns 
in the only great Province whtch still ~em:-ms dry ar~ lmper1ously suggestmg 
a change in the present law. I am mchned to beheve that almost by the 
time these words appear in print it will _be !ound that !he whole of the 
Dominion of Canada has recoiled from thJ.S. biZarre expenmen<;. 

NEW AlffiBICAN INDUSTRY. 

Reference has already been made to t~at ~ew ~eric~n indu~ry-:-baet]~g­
aina The resources of that industry, Its 1ngenmty, Its r~m1fi~at10ns, 1ts 
fnfl;;~nce. and its organisation, are little if at all _unde~tood m t~IS country; 
I doubt ~ven whether they are completely apprec1ated m the Un~ted States. 
And for the first time in the history of any country the whole mfinence of 
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the drinlr trade-now an illegitimate, not a legitimate trade-is thrown 
upon the side of fanatical teetotalism. I was indeed informed, and upon 
eredible authority that many bootleggers' cheques, decorously masked, of 
course, help to sw~ll the funds of prohibition. 

Could a situation more savagely ironical be conceived? A sys~em was 
imposed upon vast numbers of American citizen~-whether a maJority or a 
minority matters in this connection not at all-whtch they repel as tyrannous. 
The drink trade resisted it, but vainly, in all its organised strength. The 
result is that the drink trade is to-day enthroned in greater etl'ength and 
hardly less wealth than before, though its activities have been driven to 
illegitimate and subterranean channels. 

Just because the profits of this trade are so stupendous those who carry it 
<>n prefer the existing system, with all its risks, to the doubtful chance of 
reversion to the old practice. And for this reason they are the most for­
midable, if they are the most silent, allies of prohibition in the' United 
:States of America. 

BREEDING DISRESPECT FOR LAW. 

The American nation has in the main always- been admirably law-abiding. 
The framers of their Constitution and their High Judges perceived with 
unswerving clearness of vision that respect for law is the very foundation 
of civilisation. And a nation cannot respect the law it breaks. For it is 
one majestic whole. Its reputation, its binding force, the reverence which 
citizens entertain for it, depend, not upon one out of the thousand angular 
aspects: they depend and always will depend upon the general recognition 
that "It is the Law and because it is, the Law must be obeyed". 

You can no more attempt reverence for the Jaw as a whole while segre­
gating one department from that whole as foolish, indefensible and therefore 
violable, than you can say of a citizen that he is a man of the most admirable· 
moral character, but that he unfortunately suffers from occasional homicidal 
impulses. 

Those who forced prohibition upon the American people did it with the 
full knowledge that millions of their fellow-countrymen would repel it as a 
tyrannous injustice. 

"MY BOOTLEGGER." 

. :what is the c~msequence? In every large city the law is openly violated . 
.Ctttzens of the htghest consequence, who have never violated any other law 
-openly and even smilingly admit that they recognise no obligation under thi~ 
·1aw. Many restaurants in large cities place alcohol upon their tables with 
the same openness as is to be observed at the Carlton Restaurant in London. 
l\Ien and women of the highest position openly use the. expression "my 
!bootlegger." 

It is indeed a n,otorious fact that the exports of Scotch whisky from one 
great Enghsh house to the United States of America have actually increased 
smce the adoption of prohibition. 
. ~urely the resul~s so far as they have so far emerged from this experiment 
JUSttfy the concluswn that ~here one. is dealing with self-relating actions, 
the_ only mor~J conquests wh_teh are etther valuable or attainable are those 
~vhJCh are ga_med upon consctence through conviction; and that a Jaw which 
mtoleran~ly _tmpose~ upon adult. citizens an abstinenee which they dislike, 
~:V prescnptw_n whtch they constder tyrannous, can never effect permanent 
Improvement m human morals. 

Exhibit B. 
(1) The curren~ r~por.~ of the Punjab Excise Department says:-" The 

re!>~rts of all the ~hstncts ~n ~h~ ?en~ral and eastern parts of the province bear 
teotunony to the mcrease 111 tlhctt dtstillation and this testimony is supported 
by the fact that there has been a great increase in the number of convictions 

' 
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although even yet the number of convictions bears a very small proportion to­
the who!~ amount <:>f illici~ distil!ation ~hat has been carried on throughout 
the provmce......... The high pnce of. hquor has also encouraged illicit dis-
tillation on a commercial scale ". . 

(2) In Salem town in the Madras Presidency, an experiment at prohibition 
\vas carried out by the Excise authorities for three years and the results 
ehowed " that the consumption of ljquor in the town shops decreased but 
~hat in the adjacent rural shops increased enormously; the·· number of 
offences against the excise laws which were detected increased and there were· 
other indications that malpractices were widely prevalent within the t01vn. 
The removal of shops outside the town and the reduction in the number set 
up an aggravated form of public nuisance in places where it did not exist 
before, concentrated drinking, caused congestion in shops and created a situ­
ation which rendered effective police and departmental supervision impracti-
cable. Drunkenness merely increased." : 

(3) In the Central Provinces, "the intensive policy adopted by the Excise· 
Department in the attainment of the goal of prohibition has resulted in seve-
ral riots, numerous assaults on the police and excise staff ......... · In parts with 
a goodly supply of the mowha, :. new type of criminal has sprung up in the 
person of the illicit distiller ". 

(4) Amritsar in the Punjab has had the "blessings" of prohibition now 
for some years and this is what the Deputy Commissioner of Amritsar has to· 
say about it: "I am inclined to think that prohibitive retail prices and tho 
r.estricted facilities have resulted in the excise being faced with a preventive 
problem beyond its power·. The issue of about 35,000 gallons of spirit to n 
population of close on a million persons with habits such as the people of this 
district have, is not commensurate with the probable actual consumption. 1t 
is probable that the consumption of illicit spirit is not less than that of the 
licit spirit ......... Illicit distillation is known to be prevalent throughout the 

· district to an extent with which the Excise staff is unable to cope." 

Exhibit D.* 

(VIII) As regards alcoholic liquors, the customs returns show that any at­
tempt to increase the import duty on wines would almost certainly result in 
an actual loss of revenue, but as regards ale and beer, liqueurs and spirits, 
although we should have preferred to have waited another year before raising 
the duties further, we cannot afford to neglect any possible increase of revenue 
in the coming year, however small. :Moreover, when we are proposing heavy 
additional taxation, affecting many necessaries of life, we think it is all the 
more imperative to take from alcohol the maximum revenue possible. We 
accordingly propose an increase of approximately 20 per cent in the duties 
on all alcoholic liquors, except wines, yielding an extra revenue of 30 lakhs. 

Exhibit E. 

Extract, page 8512, from the Minutes of the Legislative Assembly held on 21st 
March 1922. 

The Hon'ble Mr. C. A. Innes. 

* * 
The House will remember the history of these .liquor duties. We .have in­

creased them out of all recognition in the last six years. In 1916, for mstance, 
the duty on spirits. was Rs. 9-0 per gallon. We raised it then to Rs. 1.1-4. 
Last year we raised it from Rs. 11-4 to Rs. 18-12, and now we have raised 
it again to Rs. 21-14. I may tell the House that, thou~ we hav~ made· 
only a small increase in the duties on spirits, we ma.de that mcrease With very 
<-'Onsiderable hesitation; because last year, when we added 50 per cent to these· 

*For Exhibit C see footnote on page 269. 



liquor duties I am afraid that we put a considerable check upon the trade, 
.and that che~k, from the revenue point of view, is to be deplored. I h_ave the 
figures here. In 1921, imports of spirits decreased by 600,000 gallons; 1mports 
-of wines decreased by 135,000 gallons. We felt doul)tful wh~th~r we were 
justified in making any increase to the duty, but we took the risk m the hope 
that we should get the amount whic~. we ~.av~ bu~g~ted f?r· But I am pe~~ 
fectly sure that if we accept Mr. HaJl. WaJih-ud-dm s motwn and double this 

-duty, we shall be setting up the law of diminishing ret~rns, .and instead o~ 
getting an increased revenue, we shall get a very considerable decrease of 
revenue. I hope, therefore, tha~ the H_ouse will not accept this am~udment, 
.looking purely to the revenue pomt of VIew. 

Exhibit F. 

Extract, page 9513, front the Minutes of the Legislative Assembly hell], on 21st 
]Ia1·ch 1922. 

The Hon. Sir Malcolm Hailey: Sir, I am quite willing to grant Sir Deva 
Prasad's point that revenue considerations cannot have undivided sway in 
the Budget. As he himself says, we have not allowed that undivided sway in 
-our previous discussions. But, on the other hand, I put it to him-and he n<l 
doubt knows the facts of the case-that the import of spirits of ~his class has 
very little to do indeed with the general temperance question as it affects the 
country. The country at large, of course, does not drink the imported spirit. 
We are dealing only with that spirit, and therefore 1 think we are justified in 
putting a good deal, if not entire prominence, on the revenue aspects of the 
case. Now what have we done since 1916 in this respect? The duty on per­
fumed spirit has been increased by 1'17 per cent; the duty on liqueurs by 131 
per cent; the duty on spirit by 234 per cent. Now, it is a well known law in 
these matters, that if you increase taxation by too rapid stages, without 
giving the consumer time to accustom himself to the increased prices, you do 
_yourself injury from the revenue point of view. I put it to the House that 
the figures which I have quoted, showing the great increases in taxation since 
1916, justify us in claiming that we should not make a further increase in the 
next year on the scale put forward by the Mover of this motion. But the 
ground is that if we do so we shall infallibly lose revenue and we shall not in 
.any way affect the general cause of temperance in the country. 

j\<ir. Ballingall gave oral evidence as follows:-

The P·1·esident. Q.-I take it that you are in no way objecting to any pro­
·posal" for prohibition or temperance. 

A.-We have no objections to anything in the line of real temperance. We 
would strongly oppose any prohibition legislation, not only from our own 
intorests, but also on moral grounds and as a matter of principle. . 

Q.-But you begin your statement by saying that the policy of prohibition 
may be introduced in localities. Does that not imply your acceptance of the 
policy of prohibition? 

A.-No, the word "may" is open to misinterpretation. We mean it is 
possible that the policy of prohibition may be introduced. We say, where it 
>.h·eady has been, in the second paragraph. 

Q.-Your objection to prohibition really is that it is not practicable not 
·that it is not reducing the drinking. ' 

.'!..-We contend that it never will; it will only reduce drinking up to a 
certain poi!'~· Cert:>in typ~s of l~gi~lation which :'re explained in the pam­
phlet (Exhibit A) will restrict drmkmg to a certam degree. Once you pass 
that degree, and make it too difficult for the man who has been accustomed to 
~rink, to get i~ by licit means, he will get it by foul means. Our contention 
.is that. by pushmg extreme "temperance" down people's throats you will only 
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di;ert the trade which is at present controlled, into undesirable hnnds. That 
has been the experience in practicnlly every country which hns tried prohibi­
tion. 

Dr. Paranjpye. Q.-It is possible that people who are habituated to drink 
may resort to illegal or illicit distillation. The object of having prohibition 
legislation is rather to raise up a generation of people who have not tasted 
drink and who will therefore be entirely free from the taint of drink. Don't 
you think ther~ is a point in this? 

A.-There is, theoretically; in practice it has not been borne out. If you 
read tlie different reports issued by the Prime Minister of Iceland, you will 
find that during the period of prohibition in Iceland they had far more trouble 
from the youth of the country than they had from the adults who had been 
accustomed to alcohol all along . 

. Sir Percy Thompson. Q.-Is it not the case in Newfo.undlnnd too? 

.'1..-I believe so. From the facts described in the Iceland report one would 
gather that it is impossible to legislate against what people consider a lnwful 
habiL. 

Dr. Paran]pye. Q.-The younger population will come to regard it as an un­
lawful habit. 

A.-The ;ery fact that in getting a drink one is breaking the law will 
appeal more to youths than t~ adults. Thnt is borne out in the Prime 
.Minu-ter of Iceland's notes. You will never be able to eliminate alcohol to 
such an extent as to prevent youth knowing the piE!asures of it. 

The Presidr.nt. Q.-In Iceland the actual leaders of the agitation for 
prohibition were the people who moved the amendment? 

A .-Exactly. 
Dr. Paranjpye. Q.-Your thesis will practically mean the abrogation of all 

criminal law altogether? 
A.-No. 
The President. Q.-Your point is that the present policy in India b 

reducing re;enue, but not reducing drink. 
A.-That is just what it amounts to. It has reduced consumption to a 

certain extent. 
Q.-But there is very large illicit consumption taking place. You say so· 

l:tter jn your reply. 
~.-There is in country spirit. I am now arguing against prohibition and, 

although I represent foreign liquor, in my arguments against prohibition in 
this country jn respect of illicit consumption I ha;e to fall back on the parti­
:mlars I ha;e about country spirit. 

The reduction of foreign liquor on account of the policy of Government has 
been stupendous. Since 1920-21 it has fallen from 1,227,000 gallons, by nearly 
a third. 

Dr. Paranjpye. Q.-At any rate there is not much chance of illicit distil­
lation of foreign liquor. 

A.-That is impossible; but you have the locally made imitations of foreign 
liquors. 

Q.-Has the consumption of country made foreign liquor gone up? 
A.-I do not think so. 
Q.-At any rate the temperance policy has been successful in reducing th& 

consumption of locally-made foreign liquor. 

A.-lt has reduced the consumption of foreign liquor. 
Q.-Is there no off-set in the way of Ulicit consumption? 
A.-There mav be an increase of consumption of the lowest grades of 

German spirit and the cheapest liquors. 
Q.-There has been illicit distillation of a luxury spirit as well as of a 

plain spirit? 
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A .-The Conunissi01iers' reports I have read do not indicate in which really 
there has been illicit distillation. Every report I have read recent~y how­
ever, is very strong on the point of illicit distillation in every provmce. 

The following figures show the drop in imports of whisky and brandy­
since 1920 :-

During 1920-21 the imports were 
Next year they fell to 
Next year they went up to 
And the next year to 

Gallons. 
1,227,000 

837,900 
869,000 
875,000 

If th1s year the imports for the last two months are on the same ratio as thosE>· 
for th£· first ten months, they will drop by 50,000 gallons. 

The President. Q.-Are these r.pirits? 
A.-Whisky and brandy, London proof gallons. 
Si·r Pe1·cy Thompson. Q.-1920 was a boom year. 
A.-Yes, 1920-21 was the boom year. But the import duty then was only· 

11·4 per proof gallon. Jn 1921-22 the duty was put up to 18·12 and the follow-· 
ing year to 21.14. 

Q.-Has not the consumption of whisky and brandy since the duty was put 
up fallen off in England almost to the same degree as compared with 1920? 

A.-lt.was before that. Mr. Lloyd George put up the duty first of alL 
about 1908 to 14s. 9d. then it rose to 72s. 6d. during the War. Another­
important fact affecting consumption was that there was no distillation at. 
home of malt whiskies during the war period, and 85 per cent. of the distil­
lation of grain whiskies went to munitions. The di~illeries were allowed to 
lay down only 15 per cent. of their output. . 

Q.-Now it has reached normal. But has not the consumption of spirit in. 
England fallen off by something approaching 33 per cent. as compared with. 
1913-1914? 

A.-I could not answer that. 
Q.-The imports were very high in 1920; is that a fair year to take? 
A.-As regards India, I do not think it is an unfair year to take. Though 

it was a boom year, there were factors which tended to diminish imports. The­
supply from Scotland and Ireland was restricted, and again freight was res­
tricted. I know one big firm here, who represent Johnnie Walker, who at one• 
time could not get any more than thejr fixed ration. 

The President. Q.-You say that these figures represent consumption. 
. A.-The:l_' are imports of whisky and brandy into India ,during those years­
•mport entnes. 

Q.-That would hardly be consumption. 
A.-It is very close to it. 
Sir Percy Thompso.n. Q.-What I am suggesting is that, if you take the­

year 1920, first of all 1t was a boom year; a year of comparatively low duty 
and on the other hand, there are the factors you mention. Is it not fairer t~· 
t.ake a year like 1913? 

A.-1 should think so. 
Q.-If you take 1913, has the consumption fallen? . 
A .-I couldn't tell you; I have only got the figures since the war period. 
Q.-I think it is fair t_o take the year 1913, because if you take 1920 you· 

cannot say what the effect 1s. 
A .-One of our appendices, you will find attributes the decrease to the very· 

big increase in duty and license fees. ' 
The President. Q.-You refer in your statement to a Temperance Bill in-

troduced in the Assam Legislative Qouncil? · 
A.-That is still in the Committ'ee stage. 
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Q.-In answer to question No. 62, you say that a policy of total prohibition 
would certa~y entail. a loss of re>enue and also ll?e•itably make necessary a 
huge expenditure for 1ts enforcement. Can you giVe us any instances of the 
'<ort of expenditure invoked in other countries that have adopted prohibition? 

*.-1.-I cannot quote fig11res. I.do not think you can put any weight on the 
fig11r_e> of cost in America. America is the only country, I believe,_.that has 
published any figures. One can see the policing that will be necessary in India 
if prohibition were enforced. 

Q.-One of your extracts points out that the bootleggers themselves sup­
port prohibition, because prohibition pays them. 

A.-It is >ery profitable. The report of the debate in the Central Pronnces 
·Council shows too that attempts to enforce such policy would lead to continual 
friction between the people and the Police and the Excise Departments of 
Go>ernment. · 

Q.-In your reply to questions Nos. 64 and 67, you refer to the replacement 
of wholesome spirits by >ery much less desirable commodities in the shape of 
"'!onntry spirits and German spirits. Have yon any figures to pro>e that? 

A..-No; the only fig11res I ha>e are out of date. They are rather difficult 
to get. Bombay seems to be the port where most of the German spirit comes 
m. From 1st April 1922 to 31st March 1923 Bombay imported half a lakh of 
_gallons from Germany alone. 

Q.-Have yon any evidence to show that the spirit is more harmful? 
A.-The great difference between German spirit and Scotch whisky apart 

from quality is in age. The proof that the whisky-makers usually give that 
·German spirit is more harmful is one's feelings the morning after having 
taken it. 

Q.-Will German spirit improve by keeping? 
A.-Probably by being kept in good wood. 
Q.-You have no e:s:i>erience of Sir Charles Bedford's enquiry. The general 

-conclusion of the enquiry was that if you had a headache in the morning, that 
was because you had taken too much. 

A.-Undoubtedly there are spirits of variously harmful degrees. What the 
·whisky trader has always contended is that a chemist cannot make good old 
·whi>ky; nothing will displace maturity, but we do not know why. 

Sir Percy Thompson. Q.-A good deal of it is due to fuse! oil? 
A.-It is one of the most harmful ingredients in a young malt whisky. It 

is partly eliminated by maturing and the continuous action of the air and it 
gradually disappears or goes into the wood. It is the fuse! oil in an old malt 
~hat helps to give the pleasant flavour. 

The President. Q.-You suggest that the taxation of foreign liquors should 
be solely the concern.of the Government of India, as treatment of the matter 
must be uniform throughout the country if great confusion is not to arise as 
the result of varying conditions in neighbouring pronnces. Have you any 
instances to give us of confusion that has arisen? 

A .-At present in Bengal we have gone away from the old system of license 
fees. The old system used to be a flat fee assessed by the Excise Department 
-on sales. Now they put on an Excise tax of 2 annas a bottle on spirits and 
.half an anna a bottle on beer, irrespective of the strength. That works out 
at Rs. 1-8 a case of whisl-y and the same for beer. The only othe~ province 

* Below I give a quotation from the Wine Trade Review· of 24th October 
last: 

"Prohibition headquarters in America state that the enforcement of prohi­
bition has cost the lives of 37 Federal agents and £10,000,000. Over 60 
bootleggers are known to ha>e been killed, they state, by Federal agents and 
-coast guards. Double or treble this number have been killed if the activities 
of State, country, and municipal officers are included. Prohi?ition officials 
say that enforcement is practically self-supporting, and they estimate that the 
:fines amounted to £10,500,000. Liquor to the >alue of £7,000,000 has been 
seised, but most of it has been d~roye-!.'4 
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that has followed on these lines is the Central Provinces; they have various­
rates, but the maximum rates are 13 annas a bottle on spirits and H annas on 
beer. 

Si1• Percy Thompson. Q.-Is that for the licensed vend of foreign liquorM? 

A.-Yes, we have to submit a st9tement of our monthly saJes to the public 
which are taxed at these rates. · 

The President. Q.-But you say in answer to question No. 72 that an im­
porter in the Central Provinces pays Rs. 3 per case of wines and spirits and 
Rs. 3 per case of beer, that all losses have to be paid for by the importer and· 
that no rebate is allowed jn the event of the liquor being re-exported. 

A.-That is another case. A foreign liquor licensee under an " off " license 
pays 4 annas a bottle or Rs. 3 a case; that is on " off " sales to the public. !'­
foreign liquor licensee under an " on " license, which corresponds to a pubhc 
house license, pays 6 annas a bottle, i.e., Rs. 4-8 a case, and Re. 0-1-6 a bottle· 
on beer. If you have a combined "off" and "on" license, you have to pay 
the maximum duty on all sales. No rebates are allowed for breakages or bad 
debts. If in Calcutta we get an order from a person in the Central Provinces, 
we can send him the goods and he pays no tax on it. The result is that the 
orader in the Central Provinces is at a disadvantage. If this is pushed to an' 
extreme, he will have to go out of the business. · 

Q.-It is only the retail licensee in Bengal who pays by the bottle? 

A .-The seller to the public. We pay the tax only on sales actually made-· 
in Bengal. We have to pass that on to the consumer in. prices, but we pay to­
Government. If the trader in the Central Provinces purchases from Calcutta,. 
he does n<!b pay. 

Q.-Does not the. Central Provinces Government ask you to recover the· 
money fo-e them? 

A .-Uo; they would have to do that through the Bengal Government. 

Q.-·If you send whisky to a station master just across the border, he would. 
have to pay no duty and could re-exrort 1t across the border? 

A.-Yes. The policy of Government is driving people to be dishonest. 

Q.-You cannot vary your prices according to the provinces you supply? 

A.-We cannot. But in Bengal if we sell to a club, we have got to charge· 
the tax. If the club is outside Bengal, they are not asked to pay. 

Q:-They can buy from your branch in the Central Provinces? 

A.-If thr, sale is in the Central Provinces then they have to pay the Cen­
tral Provinces duty. 

Dr. Paranjpye Q.-If your Central Provinces branch seds it to people· 
outside the Central Provinces? · 

.4 .• -The Central Provinces legislation has been just introduced a few. 
months ago and I really do not know whe.ther they will take the tax wlrether· 
the gocds are sold in the Central Provinces or outside it. 

Sir Percy Thompson. Q.-Is there any remedy for all this, except uniform 
vend fees? 

A .-There should be liaison between the different Excjse Departments. 
Q.-Is not the real trouble this: that as provincial Governments are get­

ting n_othing on the foreign liquor consumed in their provinces, the people 
are bemg forced to take to country spirit on which the Provincial Government 
gets quite a big sum? 

A.-That may be. But they are unable to persuade the consumer who is 
acc':'st?med to foreign liquor to resort to country spirit. Perhaps you could 
do. 1t m the lower strata. You would never get a club man, for instance, to­
drmk country rum. 

The President. Q.-Have you ever tried the whisky from the Punjab? 
A.-No. 
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Q.-You say that the license fees have been increased beyond all reason • 
.Have you not a sliding scale? 

A.-No. 
Q.-Your liquor license in Bengal is so arranged that the more you sell, the 

Jess percentage of profit you will get? 
A.-I do not know. 
Q.-The sliding scale is this: supposing they take annas 2 a bottle on the 

first hundred; it will be annas 3 on the next hundred; annas 4 on the next one 
1hundred and so on until on the last one hundred the whole profit is taken up. 

A.-That must apply to county spirit. 

Q.-You may have a provision like that. 

A.-I think that the Government is now fairly well convinced that it would 
'be dangerous to harass the legitimate trade any further. They are making it 
·so very difficult ·for the honest man that he will leave the business and turn 
ibis capital to something else and you are going to drive the trade into hand• 
that are not desirable. ·That is nur experience. To show how license fec,s 
"have been increased beyond all reason, I quote figures sent me from one of tho 
representative houses of foreign liquor importers in India. These give the 
-sales, i.n cases, of spirits, wines, and beers from 1920 and against each year 
is also shown the amount paid in license fees. It will be seen that although 
sales have dropped appreciably, tht> amount paid in license fees has almost 

.doubled within five years.* 
Sir Percy Thompson. Q.-May I put it this way: that if you have reason­

.able cause for complaint on account of the high fees in Bengal, a fortiori the 
trader in the Central Provinces has got far more reason for complaint. 

A.-Exactly. He is very hard hit in comparison with Bengal. Then, as 
far as one can jndge from the resolutions passed in Madras and Bombay, the 
E"-treme Temperance Party are out to make it even more difficult there. All 

.Provinces will be competing with one another as to who will kill the trade first. 

The President. Q.-You also mention the great reduction in the number 
of licenses. 

A.-Yes. That applies mainly to the reduction that has taken place as 
-regards foreign liquor in the Punjab. The reduction that took place in 
Bengal was not very great; but the Extreme Temperance party proposed this 
year at the Licensing Board a reduction of 10 per cent. in the foreign liquor 
licenses. 

Q.-Have the railway licenses been much reduced? 
A.-No. 
Q.-Have you heard of any difficulty in respect of refreshment cars travell-

ing from one province to another? 
A.-No. 
Q.-The license fee for the cars in Bombay is much higher than here? 
A.-They pay no license fee in Bombay. 
Q.-Do they require any pass? 
A.-No. 
Q.-About illicit distillation; have you any experience of the use of sub­

stitutes for liquor-say methylated spirits? 
A.-Not in this country. lt is very prevalent at home. 

Spirits Wines Beer License Fees. 
(cases). (cases). (cases). Rs. A.P. 

1920 49,058 9,983 10,912 26,991 5 0 
_1921 36,206 8,684 12,496 30,190 9 -() 

1922 30,834 7,533 16,529 41,863 14 0 

19"23 21,985 6,755 20,477 45,165 6 0 
1924 21,138 6,484 27,821 45,890 4 0 
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19th March 1925. 

CALCUTTA. 

PRESENT: 

Sir CHARLES ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir ·BIJAY CHAND MAHTAB, G.C.I.E., K.C.S.I., I.O.M., Maharaja-

dhiraja Bahadur of Burdwan. 
Sir PERCY THOMPSON, K.B.E., C.B. 
The Hon'ble Sardar JoGENDRA SINGH. 
Dr. R. P. PARANJPYE. 

Mr. K. C. De., C.I.E., I.C.S., M.L.C., Member, Board of 
Revenue, Bengal, was examined. 

W1itten memorandum of lYir. De. 

Q. 10.-In Bengal "Limd Revenue" includes "Miscellaneous Land Reve­
nues " which consists of revenue derived from the sale of Government lands, 
value of land revenue abated when lands are acquired by the Government for 
a local authority, or a company, fees and fines under different land revenu;, 
enactments, redemption of land revenue, :fishe;ries and other receipts such 
as premiums on settlement or mutation, price of trees or fees from forest · 
produce and royalties on minerals extracted. The total collections of mis-· 
cellaneous land revenue approximate less than 2 per cent of the total land 
revenue collection. 

Q. 11.-This question does not affect the Board of Revenue. 
Q. 96.-Rent is something payable in cash or kind by a tenant in returll 

for the occupation of lands or premises which are the property of the lessor. 
Tax, on the other hand, is a charge on the property of a subject levied by a 
Government for the purpose of meeting the cost of the administration and im. 
plies nothing of direct benefit to the tax-payer besides the blessings of the 
administration which are equally enjoyed by those who may not have been 
taxed. 

Indian land revenue is therefore a rent and not a tax. 
So ·far as is known to this Board, these considerations apply to all laue.! 

revenue systems in force in different parts of India. 
Q. 97.-It depends on the incidence 0f land revenue on the value of the 

produce. In Bengal the incidence is very small, and in the opinion nl. the 
Board the prosperity of the cultivator is not affected by the land revenue 
either in zamindari or in raiyatwari estates. 

Q. 98.-The Board cannot concur in the criticism quoted for l.he followintt 
reasons:- · 

(i) Although the land revenue assessments are generally made in consi, .. 
deration of the area and the producing capacity of the land and 
ignoring possible inability of the tenant to pay, the revenue· is 
freely suspended or remitted in cases of temporary inability 
caused by natural disasters such as flood or famine and no im­
pediments are placed in the way of a tenant permanently unable 
to pay to the surrendering of his tenancy or in the r.ase of a 
permanently-settled estate to the defaulting in payment of reve­
nue, when the estate is sold up. 

(ii) There is the element of uncertainty in all forms of taxation a..~ 
they depend on a variable rate prescribed from time to time and 
it is only in the case of permanently-settled land revenue that 

K 
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the assessment is fixed. Thus, so far as land revenue is con­
cerned it is not the only form of taxation that is lacking in the 
element of certainty. · 

(iii) The Board cannot agree that the collection of land revenue leads 
r to any official tyranny or extortion, certainly not more than 

tha~ of any other tax.. In Bengal, the times of payment of reve 
nne are fixed after careful enquiry and times most suitable t•• 
the cultivators are in..-ariably prescrjbed. 

(iv) In Bengal the total expenditure under the head "Land Revenue " 
is only 9 per cent. of the total receipts under the same head. 

Q. 99.--8uch inequality is necessarily unavoidable. 
Q. 100.-(i) A general subsistence le>el cannot be obtained for a vast 

country like India. Certainly Rs. 2,000 is not such a level. 

(ii'j, It is not practicable for a taxing officer to ascertain whether an agri­
culturist's income exceeds any particular figure without expenditure of consi- . 
derable time and trouble and causing considerable annoyance to the cultivator. 

(iii) Such exemption, if granted, will certainly lead to immediate and ex­
tensi>e fractwnisation of holdings and considerable reduction of revenue. 

Q. 101.-There is such a suggestion before the Board. Theoretically tho 
Board is inclined to appro>e of the suggestion, but there are many practical 
difficulties in putting it into effect. There is no other suggestion for checking 
subdivision of holdings. 

Q. 102.-No. For new lands about to be brought into cultivation long 
leases are essentially necessary in order to induce the agriculturist to expend 
labour and money necessary to develop the land. Without security of tenure, 
J1o cultivator will agree to bring new land into cultivation. 

Q. 103.-The land revenue leviable within municipal limits is insignificant 
in Bengal and is generally fixed permanently. A uniform policy has been 
prescribed by the Board for the assessment of all Government lands in towns. 

Q. 104.-By the method numbered (5) as­
(i) it is the most equitable, and 
(ii) it was the method cif assessment used by the Government in pre­

British days in India. 
Q. 168.-The Department of Income-tax has been removed from the func­

tions of the District Collectors in some places and in a few years all Collec­
tors will be relieved of their duties in this connection. The Collectors have· 
also been relie>ed to some extent of their duties in regard to the Excise 
Department. The general administration staff has been reduced in conse­
quence of these changes. The collections of stamp and opium revenue still 
remam with the Collectors. Since the imposition of the Amusement Tax, the 
collection of this is entrusted to the District Collectors. Further taxation 
functions can be undertaken by them, though this may possibly require in­
crease in the subordinate staff. 

Copy of Letter No. 1820-Misc., dated the 17th March 1925, from the Secretary 
to the Board of Revenue, Bengal, " B " Group, l!iscellaneous Branch, to, 
the Secretary to the Indian Taxation Enquiry Committee. 

I am directed to refer to your letter No. 452/585, dated 13th March, 1925;. 
to the address of the Hon'ble Member, Board of Revenue, Bengal, asking for 
certain particulars in advance of the Hon'ble Member's exalllination before the­
Committee and to communicate the following replies to the points raised in 
your letter. · 

2. Q. 98 (iv).-It was stated by the Hon'ble Member tha• the total ex­
penditure under the head " Land Revenue " is only 9 per cent of the total 
receipts under the same head. 
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This percentage was given on a consideration of the total receipts under the 
head V-Land Revenue (given at page 9 of the Civil Budget Estimate fm· 
1924-25 and amounting to Rs. 3,12,62,430) as compared with the total expen­
diture under the same head (given at page 21 of the Budget Estimate and 
amounting to Rs. 28,95,148). 

In point of fact this expenditure contains many items unconnected with 
the collection of land revenue, and it may be said that in this province the 
cost of collection of land revenue in the case of estates under private manage· 
ment is nil, because the land revenue is paid by the parties themselves 
direct into the Treasury. 

It is only in the case of Government estates that there is any cost of 
collection and from the Budget Estimate it will be seen that collections from 
Government estates total Rs. 60,05,266, while the cost of management is 
Rs. 6,58,100. · 

Taking the province as a whole, therefore, the cost of collection of land 
revenue is far less than 9 per cent of the revenue obtained. 

3. Q. 101.-The question of levying a fee for mutations in Government 
estates is under the consideration of the Board of Revenue, and the Commis­
sioners of Divisions have been asked for their opinfon on the question. The 
proposal is to levy a mutation fee of Rs. 5 when the subdivision of a holding 
IS sought for. 

4. Q. 103.-The papers referred to are:~ 

(a) Mr. Thompson's report on the principles for the assessment to land 
revenue of non-agricultural land situate in urban areas, para­
graph 29. 

(b) The Government Estates Manual, Sections 152 and 153 and 190. 
Except in the case of canal surplus lands and khas khamar 
lands in Panchannogram in the district of the 24-Parganas, no 
definite rules have been laid down· for the settlement of land in 
urban areas, but proposals are under consideration for the exten­
sion of these rules to other districts also. 

Mr. De gave oral evidence as follows:-

The IJiaharaiad1Liraia Bahadur of Burdwan. Q.-In reply to question No; 
10 you have given us your miscellaneous land revenue receipts. · 

A.-Yes. 
Q.-You mention all the different sources of revenue. 
A.-Yes. 
Q.-In Bengal, Government possess a considerable amount of lchas mahals? 
A.-Yes. 
Q.-In these Has mahals is any effort made to get what we may call the 

economic rent from the different tenants? 
_A.-No, certainly not. No attempt is made to get the economic ~ent by 

whiCh I understand you mean the highest possible competitive rent that c~uld 
be obtained. 

Q .-Not necessarily that; I mean a rent which is high but at the same 
time is fair. 

A.-In no Khas lllahals do we rlo that. Our usual criterion is to find out 
the rent of similar lands in the r.eighbourhood and the rent in the Khas 
llfaltals is fixed a bit lower than that. 

Dr. Paranjpye. Q.-You allow occupancy rights? 
A.-Almost everywhete. 
The llfaha·rajadhiraia Bahadur of Bu·rdtcan. Q.--With the exception of 

-certain areas you have not introduced salami into 7chas mahals? 

K2 
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A.-It has been made the universal rule, but there are n few exception~;. 
formerly it was not. 

Dr. Paranjpye. Q.-You have legalised it. 
1l.-Yes. 
Q.-In the Central Provinces they tried to stop it; you have made it legal. 
A.-We have made it compulsory generally; but there are a few exceptions. 
Sir Percy Thompson. Q.-It is compulsory on Government landP 
A.-The Tenancy Bill has been dra.fted by a committee. The Bill is going 

to recognise salami and make it realisable at a fixed rate. 
Q.-Under· the Bengal Tenancy Act the rent the zamindar can charge is 

limited. 
A.-He cannot enhance beyond a certain point. But the first or the ori­

ginal rent can be anything that he likes. 
Q.-What do you mean by new land? 
A.-In respect of new land whenever a settlement of rent is made, he· 

could charge even 100 rupees an acre, so far as the tenancy law is concerned. 
Q.-He can charge a full rent? 
A.-Yes. There is nothing to limit him there. But when'once the rent 

i• settled, he cannot enhance for fifteen years and after that period the en­
hancement cannot exceed the rate of two annas per rupee. 

~.-Government treats all tenants as 1f they had occupancy rights P 
A.-Yes. 
Q.-Even in respect of a new tenant? 
A.-When a new tenant comes in, he pays a premium and the rate of rent i's; 

fixed a little lower .than what the zamindari raiyats pay. 
Dr. Paranjpye. Q.-If you limit the enhancement of rent but allow the 

landlord to have absolutely perfect freedom to charge whatever premium he 
likes, to a great extent the privileged position of the tenant is gone. 

A.-After a settlement no premium could be charged except on transfers. 
Q.-Then the effect of limiting the enhancement practically disappears. 
A.-In consequence of that i1; is _prop!)sed to fix a maximum rate at whicb 

zamindars may charge premiums in cases of transfers. Different rates are 
charged by zamindars in different parts of the Presidency. In some cases it 
is 25 per cent of the purchase money and in some places it is ten years' rent. 

The Hon'ble Sardar Jogendra Singh. Q.-A holding can become kha• 
by surrender? 

A.-Yes, or by purchase by the landlord. Purchase is the common thing 
in rent execution decrees. When you sue the tenant for rent and when he 
does not pay, the holding is put to sale and when nobody buys it the zamindar 
bnys it in and it becomes khas. 

Q.-The occupancy rights are not affected at all. 
A.-They lapse. The landlord generally charges a .premium and without 

it he does not recognise a purchaser. 
Dr. Paranjpye. Q.-In that way in the average ho'l'!" often will this pre­

mium has to be paid? 
.4..-It would happen once in 50 years or in a somewhat less period. 
The Maharajadhiraia Bahadur of BU?·dwan. Q.-In consequence of these 

premiums being paid, do you think that this gives an opportunity to the land'­
lord to make rents equal to rackrents? 

A.~Not in Bengal. It has not reached that stage. Rent is stiii very 
low. 

Dr. Paranjpye. Q.-But the rent together with the interest on the salam~ 
•Nill become a rackrent? 

A.-Not even in that case. 
The President. Q.-Whenever a piece of land is freshly leased,. can the­

landlord get as much rent as he likes? 
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A.-There is no limit to it. But everything· is conducted according to 
custom. If the pargana rate is so much he takes only that much. 

Q.-Supposing the zamindar finds a new tenant whom he can charge as 
much as he likes? 

A..-I say there is nothing in law to prevent it. Bu~ in pl'actice a zamin­
dar settles according to the rate at which he has settled other lands. 

The Hon'ble Sardar Jogendra Singh. Q.-Whatever the prevailing rate is, 
the zamindnr gets only that much? 

A.-Quite so. But there is a tendency in Western Bengal to take r,ent in 
kind on resettlement. This is usually half the produce and may be cons1dar•3ll 
an economic rent. 

Sir Percy Thompson. Q.-Sup11osing the customary rent is Rs. 500 and 
somebody offers Rs. 750, will he accept it? 

A.-He will accept it but there is no such competition for land as all candi­
dates know that the zamindar will accept the customary rent. 

The P1·esident. Q.-Mr. Thompson's report says that there is competition 
in towns. 

A.-In towns there is generally competition. 
The Maharaiadhiraia Bahadur of Burdwan. Q.-The practice differs vel') 

much between East Bengal and West Bengal and North Bengal and South 
Bengal? 

A.-Yes. The reason why competitive rents are not charged is that there 
is not much competition for land in agricultural areas. In towns there is very 
great competition for land. 

Q.-But the tendency of the Bengal landlord is not to take full rackrent 
and the Government takes the attitude of being a little better than the land­
lord. 

A.-There is not that tendency among the landlords. 
Q.-Is it not a fact that in West Bengal very often the landlord takes the 

liJ;Ie of least resistance? · He does not want to lose his occupancy tenant hut. 
at the same time he wants to take from him as much as he can. · 

A.-That is a fact and the reason is that in Western Bengal the land is 
very unfertile and very unhealthy and the agricultural population has very 
much decreased in recent years. The zamindars have to pay money to get 
people from Central India. In Burdwan and Hooghly at least one-third of 
the land is being cultivated by iillilligrants from outside Bengal, chiefly 
Sonthals. 

Q.-Is a Government tenant more favourably situated than the zamindari 
tenant, apart from the actual rent? 

A.-Abwabs are generally taken in zamindari estates. They are not recog­
nised in Government estates. Government tahsildars sometimes charge th<:Jm 
surreptitiously but it is at much lower rates than in the zamindaris. 

Q.-Government generally favours occupancy rights. 
A.-Yes. In West Bengal zamindars also favour the acquisition of occu­

pancy rights, as they want tenants to settle on their lands. In other parbs 
this is not always the case. 

Q.-I think royalties on minerals are a very insignificant item in Bengal, 
fl.-Yes. It is chiefly in the Chittagong district where you gat some royal-

ties from stone and uand. 
Q.-There are no Government coal mines in Bengal? 
:1..-No, there are only zamindari coal mines. 
Q.-In your temporarily settled areas, in lohas mahals, would there be many 

tenants big enough to pay income-tax on agricultural incomes, supposing it 
is )e,·ied? 

.4 .-There are some in Eastern Bengal. 
Q.-I ask ~'OU if there is a sufficiently large number of people to justify "the 

Government taking action? 
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.il.··· No. That is to say, taking the present limit of 2,000 rupees, I think, 
therll would be ..-ery few indeed to b.o taxed. I cion't think it would be worth 
colle.:ting; moreo..-er the enquiry and the collection would be ..-ery costly. 

The President. Q.--can you suggest any ratio between the rent nP<i in­
come? 

.4 .• -No, Sir. 
Q.-You could not say that a man paying 500 rupees rent makes an income 

of 2,000 rupees? • 
A.-No. 
The Maharajadhiraja Bahadur of Burdu;an.. Q.-In Government hhas 

mahals is fractionization very much indulged in? . 
A.-Yes. Under the Board's Rules we do not recognize transfers of frac­

oiOns of holdings, but we are compelled to recognize them at the resettlement. 

The Presiden-t. Q.-Why do you· not recognise them? 
A.-We do not recognise them because it increases our work very much. 

But the Settlement Officer records holdings according to possession and we 
have to collect according t<> his jamabandi." 

Q.-Is it not one of the terms of your leases that the holding is not 
transferable? 

A.-only in a few cases in colonisation areas. 
Q.-Is there anything to prevent you inserting such a clause? 
A.-There is, because_ of the old cust<>ms. We got these kkas mahals in 

various ways. Tenants have already got transferable occupancy rights and 
we cannot interfere with them. In certain districts the High Court has deci­
ded in their favour. Sometimes we claim that they do not possess the power 
to transfer, but the decision of the Courts pro>es the fact to be otherwise. 

Q.-Is this a piece of customary law? 
A.-Yes. 
Sir Percy Thompson.. Q.-I suppose fractionization is not a very serious 

problem in Bengal, if, as you say, competition for lands is not >ery keen: 
A.-I do not know whether it is a serious problem or not, but there is a 

marked tendency towards it. Holdings are getting too small and they are 
becoming uneconomic. 

The Hon'ble Sardar Jogendra Singh. Q.-Do you think the landlords are 
always anxious to get as much as they can from their tenants? 

A.-Yes. 
Q.-We hear that rent is very light here because of the permanent settle­

ment, how does it really compare with the income? 
A.-It varies according to the size of the holdings. But I can safely say 

that the income is dwindling instead of increasing. 
The Makarajadhiraja Bahadur of Burdtcan. Q.-Have you any planters' 

estates under you? 
A.-Yes, we have tea gardens in Jalpaiguri. 
Q.-Dwing to the permanent settlement your income from land revenue is 

inelastic; in those" estates do you try to charge economic rent? 
A.-In planters' estates, we have got to first offer a low rate in order to 

induce people to come in, because planters ha:ve t<> spend a very large amount 
of capital to bring the new lands under cultivation. It requires a lot of capi­
tal and industry to form a new garden. 

The President. Q.-Is settlement the same there as in kkas mahals? 
A.-Not exactly like that. These are big grants which are made to capi­

alists. We charge a rate which is very small in the beginning. 
Q.-ln some provinces the assessment depends upon the cultivation . 

.. This was formerly the practice. Kow the Settlement Officer iloes not 
recognise subdivision of holding nnless the Collector agrees. 
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A.-At the time of resettlement that is done. The first settlement is at a 
lump sum then after 10, 15 or 20 years, when resettlement ~akes place, we 
assess full' rents separately on the cultivated and uncultivated area. 

The Maharajadhimia Bahadur of Burdwan. Q.-Is not the Govm·nment. 
very chary about giving out lands for tea cultivation which could ·he used 
for rice cultivation? The~e is a general cry among the people .that they want 
more land for rice cultivation and they do not get more lands for rice 
than it is absolutely necessary. 

A.-That is not the fact. When we give out lands for tea cultivation, we 
include in it a certain amount of rice land also chiefly for the labouring classes 
in the tea estates; Moreover there is a general principle laid down by the 
Board that land which is cultivable for rice should not be given out for tea 
production. The reason for this is that we must conserve the food supply of 
the district first before we could think of giving out lands for tea cultivation. 

Q.-Suppose they first take land for rice cultivation and then begin to 
cultivate tea in it, will Government object? 

A.-Yes. Conversion of paddy lands to tea cultivation is not ordinarily 
allowed. 

Q.-Have you got any idea of the rate per acre in the tea estates? 
4.-The rate is about Rs. 2 an acre. 
Sir Percy Thompson. Q.-Could you raise the rent to any extent? 
A.--Yes. There is nothing in the law to prevent us from doing it. 
The Maharajadhiraia Bahaclur of Burdwan. Q.-Take the Bakharganj 

colonisation schemes, here again, so far as I recollect, as in the Sunderbunds, 
you do not charge higher rates because you want to encourage people to settle 
down there. · 

A.-Yes. 
Q.-But in Bakharganj when you establish these colonies, do you start first 

of all with low rents and then go up? 
.4..-Yes. 
Q.-In these colonies is the rent ordinarily, when jt reaches the maximum, 

higher than the ordinary Government khas mahal rates? 
A.-No. 
The P1·esident. Q.-You origit\ally start rent free? 
A.-Yes, for two years. 
Q.-You describe the raiyatwari settlement as having no relation with 

either the Bombay or the Madras raiyatwari system? 
. A.-Ye.s, that is in the Obittagong Khas mahals where there are billy tracts 

1'a1yahvart lands, we mean lchas mahal lands, the property of Government .. , 
where we collect rent direct from the cultivators. 

Q.-Whnt do you mean by gorlcati collection? 
A.-It is a pasture fee charged for grazing cattle. It is n rent for takiu · 

the cattle to the pasture Janel, and is charged from the owners of the cattle. '·' 
Q.-Then you have the wood cutting collection? 
A.-Yes, that is in the Chittagong khas mahal.~ where there are billy tracts 

which cannot be cultivated but where people go and cut the fuel and pa.Y 
fees for 1 t. · 

Q.-What is a salami? 
A.-That is a premium. 
Q.-You collect about 11,000 rupees? 
A -That must be on transfers. 
Q.-What do you mean by hat collection? 
.4..-It is an ordinary market collection. 
Q.-Is it not a peculiar feature of Bengnl? 
tl .. -1 don't know that. I thought it prevailed all over the countr;y 
Q.--In other provinces it is the function of the local bodies. 
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~L-It is not the business of the local bodies here, it is the landlord's 

busmess. In Calcutta we have got a Government market which brings an 
income of 3 lakhs. 

Q.-can you tell us the position of these hats at the permanent settlement? 
A.-In the permanent settlement these hats were left to the zamindars as 

part of their sairat and they charged anything they liked. 
Q.-Hns there not been lot of correspondence about these market rates? I 

do not know if you have read Banerji's "Tales of Bengal." It is stated 
there. 

A.-I have not seen this book. But there has been some correspondence 
about the rates. I know in Bakharganj district the Government objected to 
a khas 11Whal tenant starting a hat. We could not stop him. Our legal ad­
vice was that we could not stop the man from establishing the market if he 
wanted. 

Q.-Then the effect of this is to impose a tax on transactions? 
A.-Yes, to some extent. 
Q.-When the Sara bridge was being constructed, Government could not 

establish a hat without the permission of the local people; but is it not a fact 
that it has become a tax on transactions and no return is given in the form 
of sanitary facilities and other conveniences? 

A.-A hat is assessed separately to road and public works cess. 
Q.-But the man who levies the cess does not pay anything for the con­

veniences of the public, such as water-supply, drains, etc. 
A.-No. But the landlord spends something on the stalls and keeps them 

clean. 
Q.-What about the town lands, are you making any headway in assessing 

them? 
A.-Most of our town lands are permanently-settled lands and we can't do 

anything with them. 
Q.-I gather from the papers there are a good many cases in which it is 

possible to get a good deal more. 
A.-Yes. 
Q.-It has not been the tendency in the past to get the last rupee from these 

lands. 
A.-Yes, but there have not been general rules based on Mr. Thompson's 

report. We are just going to have that. 
Q.-Assessment in Eastern Bengal is generally quite inadequate? 
A.-Yes. At the time of the permanent settlement Eastern Bengal was 

one great swamp, so they paid very little. Government takes very little from 
the .town lands where the rents are usually very low. We tried to enhance 
and very expensive litigation followed and we lost the case. 

The President. Q:-There has not been a tendency to make up the losses 
of the permanent settlement by taking everything that could be had from 
other lands? 

A.-No, except as I said from the town lands. 
Dr. Paranfpye. Q.-You talk about redemption of land revenue, does it 

go into the current revenue? 
A.-Yes, but it is very little. We take 25 times of the land revenue and 

make it rent free, as it does not pay us to collect a few annas for little bits 
of land. Tho collection goes into Land Revenue Miscellaneous and is very 
little. If you see the Board's Land Revenue Report you will be able to find 
out the exact figure. 

The Hon'ble Sardar Jogendra Singh. Q.-I W£!\t to know whether yon 
dEfine the land revenue as a tax or a rent. Is land revenue not a charge on 
tbe property of the subject? 

A.-certainly it is, but it is not levied like a tax. It is levied in return to 
the occupation of the land, whereas income-tax that I pay is not in return for 
anything I get from Government. 
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Q.-Do you actually get the lands from Government? 
A.-Of course; all the lands belong to Government. In Bengal the King­

Emperor is recognized to be the owner of the land. If you look at the settle­
ment records, you will find the owner is put down as JJharat Samrat. 

Q.-Suppose there is crown land and that. crown·land is given out for ~ulti­
vation to a tenant then that man has a right to buy out the ownership of 
that land by makin'g a certain payment, what is the nature of the tax levied 
on that land in which actual ownership is acquired by direct payment? 

A.-You mean he gets a fee simple? 
Q.-No, he pays land-revenue also. 
A.-I do not know any case like that. Perhaps you [<re referring to the 

case of malilcana in the Punjab. . 
The Hon'ble Sa1·dar Jogendra Singh. Q.-The effect of the permanent 

settlement is that your charges for collection are very small as compared with 
other provinces. 

A.-Yes. I was surprised to see that the question shows that the expenses 
usually amount to 20 per cent. 

Q.-Yours would amount to only 9 per cent. 
A.-Yes. As a matter of fact, if we leave out the administration char·g~>, 

it is less than· I per cent. 
Q.-That is due to the permauent settlement. ~ 
A.-Yes. 
Q .-The difference is a saving to the State. 
A.-Even in dire!Jt raiyatwari areas, our cost of ma,nagement is only 9 

per cent. For collection of 60 lakhs, the expenses would amount to 
Rs. 5,91,000. 

Q.-That leaves out of account the whole of the settlement staff. 
A.-The reference in the question also leaves ·o)lt the expenses of the ad-

ministration. · · 
Q.-Your province is in any case a gainer by about 11 per cent., because 

you save expenses on account of having the permanent settlement. 
A.-I suppose so. 
The President. Q.-Have you ascertained if the cost of collection really 

amounts to 20 per cent. in other provinces? . 
A.-No, but I see 20 per rent. is put down in the question. 
Q.-It is not an official estimate; it is the assertion of Sardar Gulab Singh. 

A.-I do not know what the cost is for the whole of India. 
The Hon'ble Sardar Jogendra Singh. Q.-Have you an:y figures about 

gross produce? 
A.-No, we have no statistics. 
Q.-Has any estimate been made of the gross rental? 
A.-Yes. The annual value is assessed for purposes of cess collection. It 

is defined as rent in leased out land and in others it is the net value of the 
produce. I can give you the total gross t•ental for Bengal. The land revenue 
demand is 305 lakhs of rupees and the total gross rental is 14 crores and 68 
lakhs. 

Q.-'-What ratio does it work out to? 
A.-Just over 20 per cent., but we have not got the gross produce; we have 

no means of finding it out. 
The President. Q.-For the purpose of comparison of the incidence of 

land revenue with the economic rents in other provinces, that is the nearest 
figure you can give? · 

A.-Yes. 
Q.-Although it is less than the economic rent. 
A.-It is undoubtedly less than the economic rent. 
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. Q.-~e are aske~ to advise as t~ the best way ot comparing land re\·enue 
m the different provmces. The best thing seems to be to attempt to ascertain 
the percentage on the economic rent. 

A.-Then we shall have to find out what the economic rent is. 
Sir Percy Thompson. Q.--You have no means of finding it out? 
A.-No. 
Q·.-:What sort of relation are the customary rents supposed to bear to the 

economiC rent? 

A.-It is very difficult to generalize; if by economic rent you mean the rent 
you can get by throwing open the land to the widest competition I should 
say it is about half. ' 

Q.-Take a province other than Bengal. You have some land which pays 
competitive rents and some which does not. Then a resettlement takes 
place and the rents of the occupancy tenants nre adjusted. They are raised 
and in some possible cases lowered, but they are always less than the competi­
tive rents, and you can ne,•er tell in what proportion they are raised or 
lowered. Similarly, what proportion are you aiming at here? 

A.-We go by what simibr lands in the neighbourhood hear. 
Q.-It is simply regulated by custom? 
A.-That is all. 
Q.-You never try to -think what sort of relation it bears P 
A.-No. 
The PTesident. Q.-You told us 'hat the gross rental is 14 crores 68 lnkhs 

on which. cess is collected. The cess is 80 lakhs; at one anna in the rupee 
that will make the gross rent;Ll 12 rrores 80 lakhs. 

A.-The zamindar in some case.s pays some cess in addition to what he 
collects from the tenant. 

Q.-On that basis sixteen times the cess should be greater than the pro­
portion of the gross rental; it is actually less. 

A.-Possibly revaluation has not taken place for years, for instance in 
Burdwan district the last revaluation took place 20 years ago. 

Sir Percy Thompson. Q.-Don't you deduct the land revenue from the 
annual value before you charge the cess? Suppose the rental value was 100 
and the zamindar pays 20 by way of land revenue, in Bihar and Orissa the cess 
would be charged only on 80. 

A.-That is so. Besides, the cess has not been revalued in many districts 
for years. 

Q.-Appendix XXXIII to the Report of Land Revenue Administration in 
Bengal does not show the amount on which the cess should be collected. 

A.-The cess calculation is a ver.v intricate process. 'rhere is some amount 
paid by the tenant to his immediate superior tenure-holder and he pays a 
certain amount to his sup'lrior t'>nant-holder and so on. Eventually the 
zamindar pays. These people pay a little in addition to what the tenant pays. 
'J'hen the cess includes the cess on mines. It is not all land cess. 

Q.-Can you refer us to any manual of law which would tell us all about 
the permanent settlement and the various constructions that have been put 
on it? 

A.-" Field's Introduction" is the only one I know. I shall see if there 
is anything else and send you the b~ok. 

Q.-Have you worked out any calculation about the ,r~rcentage.you woulcl 
debit to the cost on account of the Collector and supervtsmg establishment? 

A.-No, we have not. For the Deputy Collectors, Tahsildars and the staff, 
buildings, etc., th\l Board limits the cost of management of khas mahals to 
10 per cent. ; actually it is 9 per cent. 

Q.-What percentage aoes the MoP,rd itself take? 
A.-The Board, the Commissioners, etc., are not included. 
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Q.-D1Jferent provinces have different factors; one takes one-tenth o£ ~h~ 
pay of the Collectors, etc., another a third and so on. We want to arnve 
at some sort of general ratio, so that we can test the statement of Sardar 
Gulab Singh. 

A.-Even if you take everything into account, it is' only 9 per cent. iu 
Bengal. 

Q.-You have not made any calculation as to how much it is fair to take? 
A.-I cannot tell you. 
Q.-In reply to question No. 99 you say that the inequality be~ween 

districts settled at different dates is unavoidable. It would not be unavoidable 
if you could have your settlements simultaneously. , 

A.-The rate is fixed by taking the prices of food-grains during the last 
20 years ; the prices vary in different parts of the district. The price near 
about Calcutta is much more than at Mymensingh and the same quality of 
land near about Calcutta will be much higher assessed than the land. in 
Mymensingh. 

Q.-It is the same proportion of the surplus. If you have one district 
settled on prices that prevailed before the war and another district settled 
?n prices that prevailed after the war, you have greater inequality merely by 
the fact that the time of settlement is separate. 

A.-That is true.· 
Q.-Have you considered whether there is any way of getting over this by, 

say, a sliding scale? 
A.-No, we have not. 
Q.-l see that you are considering a fee of Rs. 5 for every mutation. 
A.-That is so, mutation of subdivisions of holdings. 
Q.-Under what law would you impose that? 
A.-The proposal has been made by the Commissioner of Chittagong, the 

other Commissioners have been asked for their views; we have not decided 
anything yet. If necessary, we will have to legislate, 

Q.-There is no fee at present. 
A.-No. There used to be a one anna stamp, but that was abolished by the 

Board. 
Q.-Has the Board power to abolish it? 
A.-There is nothing said in the Court Fees Act about applications fm 

mutations. , 
Q.-Are you empowered by executive order to exempt from a stamp duty? 
A.-We have no authority to do that; only the Governmo~t of India cau 

exempt from stamp duties. 
Q.-You did pass an executive order which cancelled the stamp duty former­

ly levied. 
A.-I suppose so. 

Q.-You say that the general administration staff has been reduced owing 
to the land r,evenue staff having been relieved of Excise and Income-tax work. 

A.-The Excise Deputy Collector has now become Excise Superintendant 
and the Income-tax Deputy Collector has become Income-tax Officer. The 
land Eevenue staff has, therefore, been reduced. 

Q.-You have not reduced the number of districtsP 
A.-No. 
Q.-Did Excise, Income-tax and Local Self-Government take up a aonsi-· 

derable proportion of the Collector's time P 
A.-Local Self-Government still does. 
Q.-How? 
A.-Though the Collector is no longer the Chairman of the District Board, 

he is still the controlling officer of the District, Local and Union Boards. 
Where he had only one District Board. he has now 300 Union Boards and he 
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~as to sanction budgets in 300 cases instead of in one. There is certainly an 
mcrease in work. . 

Q.-Is he the controlling officer? 
. A.-Yes; all the letters in connection with municipal work also come to 

him. .H? has some statutory powers of intervention in some cases, though 
Comnusswners have the powers of sanction. 

The Maharajadhiraja Bahadur of Burdwan. Q.-Being a member of the 
Board of Revenue, you 1.-now that you have a large number of Court of 
:Wards estates under you. Suppose death duties were possible in Bengal· 
would you not find that in whatever shape the death duties might be levied' 
the majority of these estates would go into the hands of moneylenders? ' 

A.-That would depend on the percentage charged. The present death 
duty is the probate duty. 

Q.-But it is not compulsory. 
A.-It is compulsory in all cases of administration or of probate; we collect 

that duty. 
· Q.-Suppose the death duty were a combined probate, succession and death 

duties? 
A.-The probate duty is now 3 per cent. If you make it 30 per cent. most 

of these estates will have to go. 
The President. Q.-Actually at present you collect the probate duty on 

qnite a number of estates? 

A.-Yes, we do, but it is nothing comparable to the estates that change 
hands on succession. 

Q.-The estates of Hindus under the permanent settlement do pay the pro-
bate duty under present conditions? 

A.-Yes, on probates of wills. 
Q.-Has it come to your notice that it cannot be paid without borrowing? 
A.-Yes, even where an heir has been left a lot of money in a bank, the 

money for paying the probate duty has to be borrowed. The bank may lend 
any sum required for payment of the duty and when he gets the probate or 
letters of administration, he can draw the money and repay. 

The Maharajadhiraja Bahadur of Burdwan. Q.-Your probate duty is 
now 3 per cent. In a number of estates under the Court of Wards, you know 
what their income is, what revenue they pay and what surplus they have. If 
there was a death duty of, say, 3 to 10 per cent., do you think a number of 
estates in Bengal would change hands? 

A.-Yes, as most of the estates are heavily embarrassed. I can only think 
of one or two which are solvent and will not suffer much. Every one of the 
other estates would suffer. 

The President. Q.-What do you attribute that embarrassment to? 
A.-I suppose it is because they Jived on their unearned inCQme, never 

earned anything themselves and spent a great deal more than what they 
earned. 

Dr. Paranjpye. Q.-i suppose you have under your charge .estates even 
of majors handed over to the Court of Wards, because the estates were heavily 
embarrassed and by proper and economic management these encumbered estates 
were cleared of their debts in mimy cases. 

A.-Yes, we have many instances of that. 
Q.-Can you tell us wh_at might ~e the maximum amount of embarr~ent 

·which an estate· can possibly get nd of by careful management, say, ID ten 
vears? Would you recommend that an estate whose annual income is three 
iakhs of rupees should be taken over by the Court of Wards if it had a debt 
of ten lakhs? 

A.-I think so. 
Q.-If it had a debt of 20 lakhs of rupees? 
.1.-,-Yes, by selling a part of the estate. 
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Q.-If the debt was 10 lakhs, you can reasonably take it. under the Courl:, 
of Wards and clear the debt within a short time? 

A.-That would depend on the number of people you have to maintain. 
Q.-If the estate has an, income of 3 lakhs and if you take 20 years' pur­

chase as the value of the estate, the estate would be worth 60 lakhs. Accord­
ing to your experience, you would be able to clear the <Jebt of 10 lakhs within 
a reasonable time. · 

A.-That is so. 
Q.-If instead of this encumbrance being caused by the extravagance ol 

the late occupier and if instead of this 10 lakhs "being a part of his encum. 
brances, a certain amount, say, 10 per cent. had been charged as death duty, 
would that be a heavy charge if the estate is properly managed? 

A.-Certainly. During the management by the Court of Wards, the man 
has to live very economically and much below his usual standard. 

Q.-At any rate, if a charge of six lakhs, for instance, were made on this 
estate, it would be necessary for you to sell the estate even if you lived eco-
nomically? · · 

A.-No. 
Q.-Assuming that the estate would ordinarily change hands withjn the 

course of 25 or 30 years only once, don't you think it would be possible to 
save a sum of six lakhs during that period? 

A.-Yes, by levying a heavy charge on the owner of the property. 
Q.-If he takes proper precautions to see that the estate is not encumbered 

by having to pay the heavy duties all at once, he would be able to make thia 
sum. 

A.-In an estate having an income of 3 lakhs, the man will be spending 
Rs. 25,000 a month; when it comes under the Court of Wards, he won't be 
allowed more than Rs. 2,500 a month. The man who is used to spend 
Rs. 25,000 a month has got to live on Rs. 2,500 and you propose to lower even 
this standard by one-tenth. 

Q.-Even then he can accumulate six lakhs during the course of 30 years 
by lowering the standard, not to such an extent, but to a slight extent. 

A.-Possibly, but the standard will certainly be lowered. 
Sir Percy Thompson. Q.-Buppose you have an estate the capital value 

of which is one lakh of rupees and suppose it has a considerable amount of 
embarrassment. Would you charge it on the one lakh of r11pees or deiluct his 
.O.ebts? 

A.-Certainly his debts ought to be deducted. It js the net amount that 
is taken into consideration in case of probate duty. The debts and the funeral 
expenses are the two items deducted and on the net value the successor has to 
.pay the probate duty. 

Mr. G. P. HOGG, I.C.S., Commissioner of Excise and Salt, 
Bengal, was next examined. 

Written memorandwn of Mr. Hogg. 

Q. 50.-I think-that graduation is both feasible and desirable. So far as. 
the cheaper Indian-made brands of spirit are concerned, this department has 
taken up the attitude that they cannot bear the same rate of duty as the 
more expensive imported brands. ·with regard to wines, it would be a 
simple matter in Bengal to levy a higher license fee in respect of the more 
expensive, as we base our assessments on the actual monthly sales. 

I can see no difficulty in a8sessing a tobaceo duty on an: ad valorem basis. 
Q. 51.-I agree with the view expressed in this quotation that the··tax ori 

,;;alt is an exceptionally convenient method of imposing a· necessary share of the 



298 

burden of taxation on those classes who cannot otherwise bt> reached. Thill> 
I consider to be its chief merit, but it has others which are hardly less 
important. The tax is easily collected. It bears but lightly on the indivi­
dual, and it cannot be evaded. The yield is considt>rable, and I am of 
opinion not only that the tax should be retained, but that Government· 
should not hesitate to increase the rate of duty when financial necessity so 
requires. 

Q. 5.t>.-This question has been answered above. I do not think that any 
other tax can be suggested possessing the peculiar merits of the tax on salt. 

Q. 53.-I do not think it possible to make comparisons with other countries. 
The real weight. of a particular tax can be estimated only with reference to 
the wealth of the community and its distribution amongst individuals. Con­
ditions in India are so very different from those prevailing in other parts 
of the world that no useful comparison can be made. 

Q. 5~.-I have no sufficient information on which to base an answer to this 
question. 

0. 5.5. ·--It seems to me that there is only one answer, and that in tl1e 
affirmative. This answer assumes, of course, that the monopoly would not be 
subsequently abused. · 

Q. 56.-Tbis question seems to me to raise the whole problem of protection 
and of national self-support. Political considerations are infinitely more 
important than fiscal in answering it; and therefore· no adequate reply can 
be given on purelv fiscal grounds. If it were held to be a matter of im­
portance that India should be self-supporting iu the production of salt, 
then it would be perfectly fair to make the Bengal or any other consumer 
pay his share. 
. Q. 57.-I do not know the nature of the process of sifting, but if it results 
In an increase in the traders' profit, it must presumably be justified by the 
mcreased value given to the salt. I SAe no reason why the public should 
not pay, if it wants finer quality. 

Q. 58.-Under present conditions, I would not. It is a. mistake to imagine 
tbat the mofussil villager is " done " every time be comes to the market. 
Ths measure used is immaterial, provided both seller and buyer are ac­
cust.nmed to it. I do not think the time is ripe for the universal enforce­
ment of a standard system of weights and measures. 

Q. 59.-I am on general grounds strongly opposed to Government trading, 
and specially so under existing conditions in India. I do not believe that 
the cost of transport would be reduced. Retail prices might possibly he 
steadied, but the difficulties inherent in managing a series of Government 
depots would far outweigh any advantages arising therefrom. 

Q. 60.-I have no sufficient technical knowledge to answer this question. 

Q. 61.-I anticipate that there will be in the near future a considerable 
strengthening of the movement to stamp out the traffic in country spirit 
and hemp drugs. Opium occupies a peculiar position, and I do not believe 
that public opinion will condemn its consumption within any time of which 
we need take account. With regard to country beers, such as pachwai and 
ferrilented tari, I do not think prohibition is possible. Its enforcement in 
many areas in Bengal would require a standing army. We need not, there­
fore, anticipate the disappearance of the whole Excise revenue. In Bengal 
the loss resulting from the surrender of the revenue from country spirit and 
hemp drugs woul4 be, in round figures, one crore and fifty lakhs. 

Q. 62.4..-I am opposed on general grounds to the selection of any parti­
cular class of tax-payers to make up the loss of .Excise revenue. Such sugges­
tions ar.e a violation of the fundamental principles which should govern our· 
system. 

Q. 62B.-I consider the Bombay idea of making up the loss by the imposi­
tion of a group of taxes of different kinds bearing on different points a muck 
fairer :an<l mQre fea.qible method. I do not, however, mean to imply that 
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I approve of ~ taxes suggested in Bombay. For Bengal, the following 
might be consider~. . 

(a) Succession ty.-I am personally doubtful if any workable scheme 
can be devised. 

(b) Surcharge on Rad and Public Works qess for Provin~ia~ . pur· 
poses.-It is conceded that the whole proceeds of thts cess should ordmanly be 
allotted to local bodies. B~t if excise revenue is actually surrendered, the 
money must be found somewQ.ere, and in the absence of better sources, the 
Road and Public Works Cess has distinct merits. It is fair in its incidence, 
would be almost universally spread over the community, and it is easily 
collected by existing machinery. 

· In 1922-23, Government contributions to. District Boards amounted in 
round figures to 29 lakhs. A surcharge of 50 per cent. on the rate would 
bring in 36 lakhs. If the Boards increased their own rate, the Governmei!', 
subscription of 29 lakhs could be saved. Thus 65 lakhs could be secured fro:a. 
this source. 

(c) Tobacco Tax.-The main difficulty is to deal suitably with raw country 
tobacco, grown by villagers mainly for domestic use, and sometimes for sale 
in the local market. My own view is brieily-

(i) that ' raw ' tobacco should be excluded from taxation. 
(ii) that " manufactured " tobacco, which would require careful and 

progressive definition from time to, time, be taxed, through 
control of tobacco factories. 

(d) Tax on Aerated waters.-'rhese could easily be taxed through the 
'' gas " used in manufacture in the case of small, and by a record of output 
in the case of large producers. A levy of one anna per dozen bottles would 
yield probably three lakhs per annum in Bengal. 

(e) 1\Iatches.-The chief difficulty here is that the home industry is in 
its infancy, and an excise duty would be a mistake. I should, however, 
levy a heavy tax on imports. Matches are used mainly by smokers, and may 
really be classed in the category of "luxuries." 

(!) Tax on Kerosene.-This has many merits. It can be easily collected. 
Its incidence would be on the whole equitable, and it would be productive. 
Substitutes are not satisfactory, althougli they do exist, and therefore the 
tax could not be regarded as oppressive to those on the margin of subsistence. 

(y} 1'oi!et articles and Patent l\Iedicines.-I am doubtful if these would 
be productive, and worth the trouble of collecting. 

(h) Pet?·ol tax.-This tax has many merits and in spite of its defects I 
would approve of its introduction, with suitable rebates for commercial users .. 

Q. 63.-I agree in general with the statements made therein as to Excise. 
Whether it is the uniform practice of European Governments to derive from 
hquur and tobacco the largest revenue possible is a broad statement of 
fo.ct whiPh T '111 not in a position to admit or deny. I believe. however 
it i• correct. With regard to the last question, I am of opinion that n~ 
useful practical purpose is served by such a meticulous analysis of the 
incidence of taxation on liquor although I admit that the illustration is 
useful in so far as it elucidates a valuable general principle. 

Q. 64.;--I think the s):stem in Bengal is as good as it reasonably can be, and 
I doubt tf we could ratse much more money on the existing scale of con­
sumption. But I have always felt that the dictum " minimwm of con­
sumption with a maximum of revenue " is not an adequate statement of 
policy. As between consumption and revenue, it expresses a valuable con­
nection, but only relatively. It affords no guide as to the absolute minimum 
of consumption, or the absolute maximum of revenue which the State is 
prepared to collect. For every given level of consumption, there is a maxi­
mum revenue obtainable and vice versa. But as to what the levels ought to 
be the principle gives no clue whatever. The criticism is therefore not 
without some force that Government is making it more clifHr.nlt ever/.year 
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"tO replace an excise revenue which on \.he whole is inoreasing. It seems 
t{) me th11t if it be really conceded that the aim of Government is to effect 
;& steady reduction in the consumption of country spirit and hemp drugs, 
then one of the first steps should be to fix the maximum amount of revenue 
which Government require from these sources, and then to press down 
consumption to the corresponding minimum level. As new sources of 
revenue are secured, or old sources yield increased amounts, the excise 
revenue would be correspondingly reduced, and consumption further 
diminished. The position at present is that as consumption goes up, 
Government increases its estimates of revenue, and it then becomes more 
.iifficult to carry measures likely to affect budget expectations. I need not 
el!lborate the argument at length, but I think that Government might ex­
press ~ts policy in more definite terms-absolute rather than relative ln 
character--<m the assumption that future development in India will be 
steadily in the direction of reducing the consumption of excisable articles. 

Q. 6.5.-The duty on country spirit is fixed with reference to the economic·. 
condition of people in different parts of the country. I am not prepared 
to give an absolute answer to the question whether any particular rate is 
too high or too low. I see no particular merit in uniformity. Where good 
reas01is exist for variation, then the only opposing factor that need be 
considered is the complication or confusion of accounts and figures. 

Q. 66.-It has not bee;, our experience in Bengal that illicit production has 
increased unduly. 

Q. 67.-I do not think that locally-made imitations of imported liquors can 
bear the same rate of taxation. They are cheaper productions altogether, 
And are consumed by the poor classes who cannot afford the more expensive 
brands. It is obvious, therefore, that they cannot hear the same rate 
of taxation unless the burden is to press unfairly on the consumers concerned. 

Q. 68.-It is not practically possible to allow Local Governments to impose­
supplementary duties on foreign liquors without the concurrence of the 
Sovernment of India. It needs no argument to prove that if two authorities 
are permitted to snatch at the same .source of revenue, it is possible that 
neither will get anything at all, and certain that both will get less than they 
think they are entitled to. ..., 

Q. 69.-This department has adopted the view that where issues take place­
from a bonded warehouse, duty (whether the same in both provinces or not)­
can be credited to the province of consumption. In other cases, there is 
no practicable method of adjusting the matter unless we are to interfere­
with the private trader and his customers to an extent which would be­
intolerable. 

Q. 70.-The tree-tax is in force in this provinoo in the districts where 
tari is extensively consumed and it will soon be extended to the remaining 
important tari-consuming areas. The shops are sold by auction every year­
and there is no reason to suppose that we do not get full value. I am, 
therefore, of opinion that tari is taxed adequately. 

Q. 71.-No general answer can be given to this question, as everything· 
depends upon the object which the taxing authority may have in view. 
Excisable articles 'enjoy a varying popularity in different areas, and the 
rate of duty must be assessed in accordance with local conditions in the light. 
of the policy which may animate the authorities concerned. 

Q. 72.-The system of wholesale supply is satisfactory. 
Q. 78.-0ur system is, I think, satisfactory. 
(J. 74.-Tbere is no monopoly value in any of the licenses in Bengal; . If" 

restrictions in number result in an increase in business in the remammg 
sh<>ps, then the department gets the advantage- throup;h increased Iicen.se­
fees. The exception to this might be the large retail vendors of foreign 
liquors in Calcutt~,>. Many of ijhese firms are of very old standing, and the 
good-will of their business must be considerable. To what extent that item 
arises from monopoly is doubtful, and I presume in any event that the case-
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of foreign liquor vendors is exceptional. So far as country liquor, hempo 
drugs and opium are concerned, there is no monopoly value m Bengal. 

Q. 75.-The duty per seer is not quite the same thin~ as .the total inci­
dence per seer. Much depends upon the system on which hce~se fees are· 
collected and to secure uniformity in the latter would be a formidable task. 
I can se~ no particular merit in uniformity, and would be satisfied to con­
centrate on the question of retail price. 

Q. 76.-I am not acquainted with. any system of employing sala.rie.d' 
persons for the retail sale of opium. Under the fixed fee system as It Is. 
operated in Bengal, the vendors are in a sense Government emp~oyees r~ 
munerated on a sliding scale. We secure all the advantages of private and· 
personal management; and at the same time a direct share in the increased:. 
profit arising from a larger turn-over. 

Q. 77 .-I do not think any special steps are necessary at present for the· 
control of illicit trade. Inter-provincial smuggling is a matter for botll 
cultivating and consuming provinces, and I can see no reason why both 
should not take the necessary steps to the fullest extent within their power. 
There is no reason at present why the Government of India should be invited: 
to help in the solution of this problem. 

Q. 166.-I would not recommend any further extension of the monopoly· 
system. As I pointed out in my answer to question No. 76, Government shares 
in the increasing value of a retail shop, but at the same time, is relieved 
from any responsibility for management. 

With regard to pachwai and tari, individual effort in production and! 
distribution is absolutely essential. These articles are not suited for unified 
handling or control on a large scale, or over a wide area. 

The question of public '' trusts " to manage excise shops on a limited' 
or non-profit basis to secure ulterior subjects probably does not arise here. 
But I am inclined to think that in a place like Calcutta an experiment on 
these lines might be useful. 

Q. 169.-Although I had not a long experience of the older regime, and' 
therefore speak with reserve, I think there has been a decided increase in 
efficiency. Control is more direct ana constant, and the organisation being­
more manageable in size, greater attention can be paid to smaller but. 
nevertheless important details. 

No useful results would accrue from a combination of excise and customB. 
services. The respective spheres of action are distinct and well-defined, and' 
any change would merely cause complications without any corresponding 
advantage. ·· 

Note on the present system of cultivation and supply of Ganja 
in Bengal. 

Gania is grown in Bengal by ordinary cultivators who hold land within a­
defined area at Naogaon in the district of Rajshahi known as the ganja mahat 
The total area to be cultivated each year is fixed by Government, 
with regard to the probable consumption and the necessity of holding· 
reserve stocks of fresh ganja sufficient to carry the department over a bad 
season. This means that each year more must be grown than is likely to be· 
consumed. Broadly speaking, 4,000 maunds is the annual off-take, but it is 
necessary to produce between 5,500 and G,OOO maunds. It is important ta 
note that the reserve stock itself must be replaced each year, as gania over a. 
yer,r old rapidly loses its narcotic power. 

2. After the total area has been fixed, the recognised and registered culti. 
,.a t.ors are told by the Excise Department what area each is permitted to­
cultivate. The allotments vary according to the size of the holding the pre­
vious outturn, and the past history of the cultivator. The policy of the depart­
ment at present is to jntroduce a steadily increasing uniformity by eliminat-, 
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ing the more noticeable inequalities, without, at the same time, creating dis­
content. 

3. The growers themsel>es are entirely responsible for cultivation. The 
land is their own, and the expenses of weeding and irrigation are borne by 
<;hem. The growers ha>e been organised into a Co-operati>e Society. Gov­
ernment as well as the consumers deal with the societv and not with the indiri­
dm•l growers. The society hires out puJDps, and nd~nnces money against the 
crop. But it has nothing whatever to do with the land or its cultivation. 

4. The society directly participates only after the crop is cut. It builds 
central chatars (yards) to which the growers transport the crop for manu­
facture. Thence it is taken to the central warehouse at Naogaon, all expenses 
of manufacture and transport being borne by the individual grower. Ai 
Naogaon, the ganja is graded and thereafter the culti>ators' direct connection 
with it ceases. 

5. The society, ·baring thus taken over. the crop at the central warehouse, 
10hen despatches consignments as required to the Go>ernment wnrehou~es 
throughout Bengal. These warehouses are in the charge of Government 
Excise Officers. The society supplies packing materials, pays for transport 
and maintains at each warehouse a clerk to look after its interests. The 
licensed retail vendors obtain issues from the warehouses after payment of 
duty and cost price into the local treasury. 

-6. Sales to the contractors or agents of other provinces are made ex-godown 
at Naogaon, the cost of transport. etc., being borne by the purchasers. In 
lhngal, as already stated, transport and warehouse charges are borne by the 
society, which explains the difference of Rs. 15 in price inside and outside 
Bengal respectively. 

7. Such being the system, the fixing of prices is governed by the following 
controlling factors :-

(a) The " off-take ",--ilr consumption-is always less than the produc­
tion, and the price per maund must be sufficient to pay for (~) 
and (c) and (d). The surplus crop is kept in reserve,. and, if not 
required, is destroyed when it is replaced by fresh stock of Inter 
growth. 

(b) The society pays for the excise staff deputed temporarily to Naogaon 
during the cultivation season. This charge amounts to about 
Rs. 31,000 per annum. 

(c) The society must purchase from the growers all that they produce, at 
so much per maund. 

(d) The society must cover its own working expenses, build up reserves 
and, in addition, finance the social actirities it has undertaken. 
The principal social actin ties of the society are as follows:-

(i) Charitable grants of >arying amount from year to year. 
(ii) Grant to three dispensaries at Rs. 2,500 each per annum. 

(iii) Grants for primary and secondary education. These >ary from 
year to year between Rs. 10,000 and Rs. 15,000. 

(iv) Veterinary charges-Rs. 2,000 approximately. 
(v) Grants for impro>ement of roads and tanks in the ganja mahals. 
These vary from year to year. 

Some of the above grants are practically fixed annual recurring charges, 
while others are made according to requirements and funds a>ailable. 

While Government are fnlly alive to the necessity of strict control of expen­
diture of this kind it is considered undesirable to prohibit the society entirely 
from developing the more beneficial features of co-operation. The society is, 
however required to keep the expenditure under social activities within the 
limits of such reasonable profit as it is entitled to make and not so as to unduly 
inflate the sale price or affect the Government revenue. This point of new is 
always fnlly considered before the society's annual budget is approved. 

8. During the past two seasons, the department has been endeavouring to 
introduce some principle into the method of fixing prices. The rapid and 
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9opparently arbitrary increase between the years.1920 !Lnd 19~2 attracted adverse· 
criticism, and it was obvious that some defimte prlCe basis should be found. 
'rlie latest estimates show that Rs. 150 may be taken to be the total cost to the· 
cultivator per bigka, on an o.utt.urn of 3 maunds, ~elivered at _the cen~ral ware­
house. 'rhe price paid by the society to the c?ltivator _had m p~evwus years 
approximated to the equivalent of Rs. 300 pe~ btgha ~nd 1t was decided to make· 
a beginning by establishing rates on that basis. This fi&ure was taken beca.use 
a start had to be made somewhere, and the grower obvwusly could not obJect' 
to it. Whether it is excessive or not is a question still .under examination .. 
The expenditure of the society having thus been determined, the price it must·. 
sectll'e for the ganja actually going into consumption is easily calculated, due< 
allowance being made for miscellaneous sources pf revenue, such as hire of 
pumps, sale of empty packing cases, etc. 

9. It will be observed that the hope of arriving .ultimately at a fair com-
1\lercial price depends upon the following considerations:-

(u) Iteduction of the area cultivated to the lowest limit consistent with• 
· · safety and maintenance of reserve stocks. The uneconomic sur-. 

plus production for which the grower has to be paid would thereby.: 
be reduced to a minimum. 

(b) Close scrutiny of the society's budget, to check any tendency towards. 
extravagance. 

(c) Further enquiry into the cost of cultivation and the net profits op· 
the growers. 

10. The society• is not altogether reconciled to the idea of basing calculations. 
'-'11 t.he bigha. The grower looks only to the price per maund. If outturn is. 
low, he has in the past received a high price per maund, and when outturn is. 
good, he argues that he should get the benefit by the maintenance of the.same· 
figure. To do so means that the society must ask Government to fix a higher· 
price for sale to retailers. On the other hand, when outturn falls, the grower 
grumbles that if the price per maund is unchanged, he is not so well off as. 
betore and again he demands an increase. It would appear, therefore, that 
so far as Government is concerned, it can look only to the price received by· 
the grower per bigha. His expenses are determined mainly by the area· 
ploughed, weeded and irrigated. Manufacture and transport are slightly more­
expensive if the crop is heavy, but this increase in cost bears but a small pro-. 
portion to the total. On the whole, therefore, area is the more equitable basis·. 
for estimating costs. Further, it is a known quantity, budgetting is simplified, 
and a stable position can· be maintained from year to year. Nor can theo 
growe1·s reasonably complain, when they get a price based on a fixed rate per 
biuha, irrespective of season or outturn. 

ll. It should be explained, however, that the society does not pay the· 
grower according to area. The maund is the unit, and good husbandry thus. 
brings its own reward, the cultivator who secures a good outturn receives. 
more money than the careless and negligent. The total amount distributed is• 
eqnivalent to a fixed rate per bigka over the whole area, but the share of the 
individual cultivator depends upon the outturn in maunds he has obtained· 
from his allotment. 

12. Th~ position at prese?-t is that ~he rate has been. temporarily stabilised. 
on the basis of Rs. 300 per btgka, pendmg further exammation of the problem 
'l'he price equations now are:- ·· 

(1) As between Government and the society­
(Areax300) plus (Expenses of society, etc.,) 

(2) As between society and growers :­

=(Consumption in maunds, 
X price l'er maund paidt 
by retailel's to society). 

(Areax300)=(Total production in maundsxprice per maund paid by· 
society to growers.) · 

13. It will thus appear that the crux of the problem lies in the determina­
tion, first, of the area to be cultivated; and, secondly, of a fair rate per bigha_ 
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:S':as~mal variations, on ~hich the grower usually bases. his complaints, nre 
ehmmated from the question of price, when the latter is decided in the manner 

.shown. 

Mr. Hogg gave oral evidence as follows :-

The President. Q.-You say that graduation in indirect taxation is both 
Jeasible and desirable P 

A:-Yes; I think Sf! .. The cheaper Indian-made brands of spirit­
.espeCially the cheaper spirits that are manufactured in Bengal-cannot bear 
.the same rate of duty as forilign liquor might bear. 

Q.-The locally-made foreign liquor should have a special rate of duty? 
A.-Yes; less than the duty to which the foreign liquor is subject when 

-it enters India. At present the duty is the same. 
Q.-The present policy was adopted on the recommendation of the Excise 

·Committee in 1906, which confined the definition of country spirit to plnin 
spirit with no colouring or flavouring, and imposed the tariff rate on every­

.-thing else. 
A.-Yes . 

. Q.-And now the tariff rate haR so largely been increased? 
A.-Yes. The rate has been raised to such a level that I do not think the 

ilndian-made liquor can stand it. 
·Q.-Then you will have three grades of spirit? 
A.-Yes; country spirit, Indian-made foreign liquor and overseas foreign 

·Jiquor. 
Q.:.._Under what class of license would you sell the Indian-made foreign 

.liquor.? 
A.-The same as for foreign liquor shops. 
Q.-And would you include Bombay spiced spirits? 
A.-Yes. I would put them on the same footing as Indian-made flavoured 

.-Jlpirits. 
Q.-Then there is another class of spirit which is largely imported into 

parts of India and that is spirit made from toddy known as Colombo arrack. 
Would you put that in the same category? 

A.-I think so, rather than have it competing with country spirit, though 
·I have no experience of it. 

Q.-The net result of this proposal would be, I take it, to increase the 
consumption of this locally-made foreign liquor at the expense of imported 
spirit? 

A.-I am not sure about that, because this Indian-made spirit is consumed 
by classes who cannot afford to pay for imported spirits. It is consumed by 

,people who want foreign liquor but cannot pay for the higher grades that 
.are imported. My point is that we ought not to undertake to raise the duty 
to whatever level the Government of India raise the tariff rate. But there is 
no reason to suppose that people are either giving up Indian-made foreign 
liquor or beginning to.drink it more than before. 

Q.-Your view on this matter is not influence.d by the fact.that the duty 
in the one case goes to your Government and m the other It goes to the 
Government bf India? · 

A-N~· not at all. On the other hand we lose if the duty is lowered and 
the ~ons~ption does not increase to make it ~P· Ou;r polic:,r is not an 
increase in consumption. If we saw that consumption was mcreasmg, we could 

-then consider the desirability of raising the rate. 
Q.-I am thinking of the shifting of consumption from liquor of the highest 

;grade to the liquor of the lower grade. 
A.-You mean from imported liquor to Indian-made foreign liquor and 

<from Indian-made foreign liquor to country spirit? 
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Q.-Yes. 
A.-Then we should have to adjust duties between the three in such a 

way that we would not be actually encouraging the consumption of liquor. 
Q.-Is it not complicated by the fact that the one class of excise duty goes 

to the Government of India and the other to the Local Government? 
A.-Yes; it is. The locally-made foreign liquor pays duty at the tariff 

rate and we always increase the rate when the Government of India increases 
its tariff rate. 

Dr. Paranfpye. Q.-What was the question between you and ~he Govern-
-:nent of Bombay as regards the rates P · 

A.-That was a question of spirit used in medicinal preparations. 
Q.-And you charge Rs. 5 for thatP 
A.-Yes; that is done simply to secure a supply of cheap medicines. That 

is the primary object in reducing the rate of Rs. 5. 
The President. Q.-You lowered the rate much below the tariff rateP 
11..-Yes. 
Q.-What are these medicines? 
A.-A great many are the tinctures that are sold in the chemists' shops. 

Q.-Are they potableP ' 
.4..-No; they are not. We would not allow anything to be on the list as 

a medicine which could be used as a beverage. We now insist in Bengal on 
the B. P. specification being followed with regard to "the spirit content. 

Q.--Can't you filter out the medicinal contents and so get the potable 
spiritP 

A.-I do not know if it could be done very easily. I think it would 
require a very skilled chemist to do a thing like that; and I doubt whether it 
would be worth his while to do it. 

Q.-Do you give any concession with regard to spirits used for perfumery? 
A.-We have taken up the attitude that such preparations are luxuries 

and there is no particular reason why we should give the spirit for these 
things at the reduced rates. Our present intention is to exclude these from 
the five rupee rate of duty. Bombay, I believe, allows these preparations to 
go in at the five rupee rate and also allows its manufacturers to make 
essences for aerated waters. I believe they use spirit issued at the concession 
rate to make those essences. But our opinion in Bengal is that the spirit 
used for these preparations should not be given at the concession rate. 

Q.-Do you remember an occasion some years ago when one of your dis­
tricts drank 60 thousand bottles of Eau de CologneP 

A.-I cannot reniember that. 
Q.-I was only mentioning that as illustrating the danger of issuing these 

at cheaper rates. · 
A.-Yes; we have five bonded laboratories in Bengal and they use a good 

deal of spirits, running into thousands of proof gallons. 
Q.-Is there not a danger that it will pass into consumption? 

A.-I do not think so. It is generally put up in small botties, which are 
sold in chemists' shops at a comparatively very high price. 

Q.--Comparatively low price when you consider the strength of the spiritP 
A.-Yes; but we have no reason to suppose that anything illicit is taking 

place. 
Q.-Have you compared the quantity of these tinctures and the quantity of 

them that paid duty in the Custom House previously? 
A.-No. I have not made any comparison. In any case it would be very 

difficult to make a comparison because the use of these medicines seems tc 
be steadily increasing for other reasons. Of course, this concession has done 
much damage to the import trade in tinctures. . .. 
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Q.-May we come back to the question of Indian-made foreign liquors? 
Supposing that you ~a~ the;'D excised at a lower rate, would you place them 
under the same restnctwns m respect of passes as imported liquor? 
. A.-I should place them on the same footing as the ordinary imported 

hquor. I do n'?t see how one could make a distinction between the Indian­
made and the nnported liquor. .Any attempt to make a distinction would 
cause administrative difficulties and intense friction with the public. 

Q.--Supposing another province maintained the tariff rate and you had a 
lower rate; 1 would you not get into difficulties? 

,f:-That is one of the problems we are trying to solve now. The only 
solutiOn of these interprovincial difficulties will be to have an uniform rate by 
agreement. I would not propose to have any rate in Bengal other than the 
prevailing rate in India. I think we could have an uniform rate by agree­
ment between provinces. 

!J.-Dne solution that has been suggested is that you should stick to the 
~at;ff rate and that the whole should go to the Government of India, because 
It IS '~ very small matter really and the amount of trouble and difficulty it 
causes is quite out of proportion to the amount of money. 

A.-Yes; there is, as a matter of fact, practically nothing in it as between 
the provinces. The amount of money involved is not worth all the corre· 
spondence that is taking place. 

Dr. Paranjpye. Q.-Do you think that the rate on country-made foreign 
liquors should be fixed by the Central Government? 

A.-I would have no objection to the duty going to the Government of 
India if the accompanying arrangements for giving us other revenues are satis­
factory. That would be purely a matter of a quid pro quo, and I think it 
would, as a matter of fact, save us a tremendous lot of trouble and worry. 
J.t. would be a very good solution of the difficulty if the Government of India 
would take the whole duty on Indian-made foreign liquor. 

The President. Q.-Is not there another cause of friction arising out of 
your licensing system which practically has the effect of charging a provin­
cial duty on imported liquor? 

A.-That is so. We have in Bengal a license fee levied according to 
the volume of sales in each shop. If we pushed up that fee to any substantial 
figure, it would be an additional tax. It is hard to draw a line between feo 
and tax. ~ow we charge two annas a bottle without regard to the kind of 
liquor. 

Q.-.And that handicaps the retail dealer as compared with the wholesale 
dealer? 

A.-The wholesale dealer is only allowed to sell to a licensed dealer. He 
has no right to sell to the public unless he takes a separate license to sell to 
the public Licensees to sell to the trade pay a fixed fee and they are allowed 
to sell ouiy to other licensed dealers. They must have another license for 
sale to the public and on that they would pay two annas a bottle. One man 
may have both kinds of license. 

Q.-That is for sales in Bengal? 
A.-We take the fee only in respect of sales to customers in Bengal. But 

we are not satisfied with that arrangement and I have at present a proposal 
under discussion to levy the fee in respect of sales to customers outside Bengal 
as well I see no reason why we should not have that fee. We have taken 
up the ·attitude that duty belongs ~ the proviD;ce of co~sumption but li~nse 
fee appertains entirely to the provmce of location. It IS a fee for t~e nght 
of sale in a particular place and it does not matter to whom the sale IS made. 
We ought to get the fee. . 

Q.-.Although the license fee is practically an enllancement of duty? 
A.-Yes. It is an additional charge and you can call it an enhancement 

of duty. . . 
Q.-In other words, Bengal ll'lB a right to take a tral18lt duty on foreign 

liquo"P 
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A.-That is another way of putting it. But we base it on this grou~d. 
The licensed premises are in Bengal. We have to go and see that the premises 
are suitable. We have to inspect and supervise them and see that the stocks 
are properly kept and looked after; and our license fee is partly a remunera­
tion for all that trouble and incidentally it is a source of revenue. 

Q.-Two .annas a bottle would be rather a generous remuneration for the 
services rendered. 

A~-If you levy the license fee it ~u~t be ·paid in resp~ct of the premises 
and Lhe only authority who can collect It IS the local authonty. 

Q.-You cannot refer us to any such system out of India. Normally the 
license fee is nominal. 

•1.-Yes. I think that is so. In other countries the fee does not depend 
upon the volume of sales. 

Q.-Do you consider that India should be self-supporting in respect of saltP 
A.-·Not if it is going to cost too much. 
Q.-During the war there was a very serious situation. 
A.-I do not anticipate a war in the immediate future. 
Q.-The machinery that was opened to supply the demand has all been 

sc~rapped and the men who invested their money in it have lost. 
A.-These arguments are rather political in character. I see no parti­

cular necessity on fiscal grounds. From the point of view of policy it is a 
matt9r for politicians to decide. 

Dr. Paranjpye. Q.-Do you agree that there is a demand for salt manu­
facture in Bengal itself? 

A. .-I cannot say that I have come across any indications to show. that 
people want salt manufactured here. What I have seen is that villagers in 
the saline tracts would like to collect salt for their own use. We have a very 
attenuated staff and yet we practically never come across any serious cas<:! 
of illicit manufacture of salt. 

The President. Q . ...,-Was it killed by Government policy? 
A.-I am inclined to think that the r~sult of the consistent policy of Gov­

ernment has practically been to wipe out all tendency to manufacture salt on 
the coast and the cheapness of the imported salt has also made it not worth 
while to manufacture salt. 

Q.-They were allowed to manufacture salt during the war, iH it not? 
A.-Yes. 
Dr. ParaniJYIJe. Q.-What bounty would they require to continue to manu­

facture salt? Will an additional protective duty help? 
A..-I really cannot say what the result would be. I believe the villagers 

in the saline areas would begin to manufacture at once if you gave them per­
mission. But they would do it for their own use. 

Sir Percy Thompson. Q.-If you put on a fairly heavy import duty, would 
it revive the Bengal industry? Would it be possible for them to keep out 
the Madras or Bombay salt? 

A.-I do not think the position in Bengal is such that the salt industry 
would start again without a strong inducement which will make the industry 
commercially attractive. 

Q.-Would a customs duty prevent more salt coming from Madras and 
Bombay without any enhancement in price? 

A.-I am not prepared to say that. If the Bombay and Madras salt manu· 
facturers raised their prices as the duty went up, then of course the tempta­
tion to make salt here would increase. Your assumption is that Bombay and 
l\Iadras people would keep down prices inspite of the increase in the duty. 

Q.-They would have to sell it at the same price as at Madras. 
A.-If the duty kept out any considerable quantity of foreign salt then 

price• would certainly go up. When it is known that there will be greater 
demand all over the country, prices would naturally go up. 
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Dr. Paranjpye. Q.-All over the country where foreign salt was entering? 
A.-Excluding the cost of carriage, prices would tend to be the same all 

over India. 

The President. Q.-.Actually there has been no salt made within the Iimita 
of the present presidency of Bengal for a great many years. 

A.-No salt has been made worth speaking of. 
Q.-.Are there not frequent thunder storms during the hot season? Ia 

A.-That is at the end of the cold weather. In the hot weather there is a 
long spell of dry weather. I had special reason to observe this when I had 
to maintain a special staff to detect cases of salt manufacture. The salt manu­
facturing season extended to four or five months. 

Q.-E>en in the hot weather don't you get a few thunder storms? 
A.-Yes. 
Q.-Duty is levied on the weight. But in certain parts salt is sold by 

measure, is it not? 
:4..-TJ;te customary rates will prevail, and the purchaser will know whether 

he IS gettmg the same value as he used to get. In the long run the prices will 
tend tc settle down to the actual value of salt. When I was answering this 
question I took it to be a matter of weights and measures. I was not aware 
of this process of sifting. 

Q.-Is not the price determined by the ring which controls a particular 
market? We were told in the golah$ that when there was a dispute in the 
ring "Lhe wholesale price fell from Rs. 80 to Rs. 60. 

A.-I do not think that is so in the mofnssil. In some cases a man will 
get his salt for nothing. When he purchases sufficient provisions in a shop 
he gets a handful of salt thrown in free of cost. The value of salt is so small 
that the shop keeper ca·n afford to /4ve it free. 

Q.-It is remarkable that in some places it i3 four times the average price. 
A.-That ·would be very exceptional. 
Q.-You think that the only intoxicants other than alcohol likely to be 

prohibited are hemp drugs. 
A.-With regard to opium there is a very distinct feeling throughout the 

Presid.mcy in the mofnssil as well as in our advisory committees that there 
ought to be certain number of opium shops. Some of our committees recom­
mended the abolition of country spirit shops but have at the same time 
recommended more opium shops. That attitude prevails almost throughout 
Bengal. 

Q.-That is the traditional attitude I think. 
A.-I think so. The average mofussilite has an idea that opium is useful 

as a medicine and many old men in the villages have asked me to open shops. 
They don't mind what you do with the liquor shops. 

Q.-The.average public opinion would support that opinion? 
A.-Yes. 
Q.-I do not quite follow how the super-charge on Road and Public Works 

Cess would bring in 65 lakhs? 
A.-The position in Bengal is this. The local bodies raised one crore and 

15 lakhs for 19"22-23. Out of that the local rate was 72 lakhs and Government 
contributed 29 lakhs. Now it is admitted that local rates should be allocated 
to local purposes. My argument is ~ the local bodies refuse, as the! hit~erto 
have done to increase the rate then m the last resort Government 18 entitl~ 
to step i,;. The local bodies pursue this dog-in-the-mal!ger polic;v in thell" 
an;:mal conferences and have consistently refused to COUS1der any mcrease. 

Q. If the Board increases the levy, Government contribution should be 
stopped? 

A.-If they increase it to a sufficient level then I should stop t_he Gov':rn­
ment contributions. If these Boards don't put up tbe rates sufficiently high 
Government should resume its rights to the tax. My idea was t~a.t Govern­
ment would not only save its 29 lakhs but also take 36 lakhs as additiOnal cess. 
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Q.-Would not the super-charge be 50 per cent by the local body? 

A.-50 per cent by the local body and 50 per cent by the Government. 
I really meant that in the last resort the cess might be doubled and Govern­
ment might cease its contribution. 

Q.-Do you think the landlord and the cultivator would like it? 
A.-I think in view of the method by which it is collected it would. give 

no trouble. 
Q.-Would it be more popular than the taxation of liquor? 
A.-I do not think the vast majority of people who would have to pay, 

have any idea of what is collected out of liquor. They would not say we 
would rather have liquor taxed than this. 

Q.-Yoil have got to tell them before doing it. · 
A.-It might have to be explained finally. If they understood that the 

cess was being collected for public purposes and realised that in fact it was very 
small, I think there would be no trouble in getting the money. 

Q.-Will they not resent it? 
A.-It would be resented at first. In a few years they will be accustomed 

to the new rates and the new level of taxation would become settled. 
Sir Percy Thompson. Q.-Is there not difficulty about doubling the cess? 
A.-There is a legal difficulty. 
Q.-Will it not fall on the wrong shoulders? Why should the owner payP 
A.-He. owns land there. The tax might very reasonably fall on the people 

who own land in the district. 
Q .-The landowner does not get the benefit of the expenditure. 
A.-The land may increase in value and I do not see why the landlord 

should not pay his share. 
Q.-He may be a non-resident. 
A.-I would not make that a reason for freeing a man from the tax. 
Q.-I do suggest that the people who pay should be the people who enjoy 

the benefits. In England the owner does not pay the rates. 
A.-It begins with the occupier. It is the cultivator that pays the cess. 

On paper part of it appears to fall on the owner. What the actual incidence 
is, I am not prepared to say. I think the incidence is distributed between the 
occupier and the various owners until you come to the zamindar. To work 
out the precise incidence would be a very difficult question. I was thinking 
of the ultimate incidence. 

Q.-Have you ever known a case where the zamindar has increased the 
rent on the ground that an assessment has been imposed? 

A.·-I have never known any one asking for an increased rent on this 
ground. A good many zamindars do in fact levy illegal exactions from the 
tenant to which they are not entitled, The total of such amounts might 
exceed the cess. 

Q.-For the present a tax on manufactured tobacco would mean a tax· 
en cigarettes? 

A.-Cigarettes and possibly the finer forms of Indian tobacco used for 
hookas. 

Q .-Would it not be extraordinarily difficult to collect that? 

A.-I believe that high grade tobacco of that type is made by several im­
portant firms. It may be that. there will be serious objections to a tobacco 
tax. But it is suggested, as it is a fruitful source of revenue in other 
countries, and it would be a great pity to abandon it here without getting 
something out of it. The only way of getting at it is to leave out what I call 
raw tobacco, to distinguish it from manufactured tobacco put up by European 
firms or in a manufactured Indian form. Then I should tax manufactured 
tobacco as much as it would stand. 

Q.-If one province alone were to tax it, would it not be unfair? 
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A.-The method by which you would levy the tax is another question. I 
am not certain whether it will have to be levied as an all-India tax. It 
might be necessary to levy it on an all-India basis. I was not concerned with 
the question whether it is to be appropriated by the Government of India 
or the Provincial Government. I am merely trying to indicate a source from 
which a certain amount could be made. 

Q.-We find a great many difficulties. It is grown in scattered areas. 
It is hardly manufactured at all. The little that is manufactured is manufac­
tured as a cottage industry. The only scheme that has any element of possi­
bility is to treat it as you treated excise privileges in the old days and sell the 
monopoly of vend in fixed areas. Couple with that the limitation of private 
possession and license the dealers so that the cultivator would have to sell his 
tobacco either to the monopolist of his own area or to the monopolist of another 
area or to a licensed dealer or exporter. The monopolist should buy his pri­
vilege by auction; he would help the excise staff to put down unauthorised 
sales. 

A.-That would lead to much friction in the mofussil. I do not see how 
you could stop the cultivator from selling his little surplus of tobacco to 
anyone in the neighbourhood. It would he a most oppressive thing to do it. 
A great deal of raw tobacco grown in little garden plots in the mofussil is 
consumed by the household and any small surplus is carried to a local market 
and simply sold under the trees. I do not see how you could interfere with 
that without running the risk of having a great deal of trouble and causing a 
great deal of resentment. 

Q.-Probably your monopolist would keep an eye on the local market and 
would buy it up. 

A.-But by the time he resells it to the public there would be a very 
considerable addition to the price and it would be much simpler for the 
villager to get it direct. The attempt to stop that would lead to endless 
trouble and friction. 

Q.-Was it not the position in the old days with excise? 
A.-8ave in exceptional areas, public sentiment is not against the excise 

staff.· But the reverse would hold with regard to tobacco. In the case of 
tobacco, you are interfering with a petty luxury of the villager who has not 
a great many indulgences. The resentment would be very great. 

]'he President. Q.-Do you think there would be universal hostility as in 
the !'ase of excise? 

.4 .• -I don't say there would be uni>ersal hostility, but there would be 
endleiS friction. In the matter of excise I don't say that you get a great deal 
of help from the people, but at any rate, there is not actually open hostility 
with regard to the control of liquor and drugs. The public have no objection 
to the control of liquor. They do not want free trade in liquor, b_ut. they 
would be very insistent on free trade in tobacco. l\loreover the public 18 not 
interested at all in illicit liquor-selling. But in the case of tobacco prac­
tically everybody is interested. I cannot conceive any scheme which would 
not give rise to difficulty and friction. 

Dr. Paranjpye. Q.-Not in the beginning, but the control would he tighter 
as time goes on. 

A.-It may be so. 
I'he President. Q.-But certain Indian States are already working the 

scheme and are getting a great deal of money. 
A.-That may be. These may be exceptional ~ases. 
Q.-Then you say you would tax aerated waters, and a levy of_ one anna per 

dozen bottles would yield probably 3 lakhs of rupees per annum m Bengal. 

A.-That is so. I think we could get the money very easily. There are a 
great many people who drink aerated waters an~ there is no ;e~on wh~ you 
should not get at them. I don't think there Will ~e any obJectiOn to 1t by 
the people. If they belie•e that the liquor trade 1s as bad as they say, 
then I think they ought to be willing to pay this tax. 
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Q.-Then you would tax matches? 
A.-Yes. 
Q.-But you have already a heavy tax on imports? 
A.-I do not know that. I would simply make matches produce some 

revenue for the State. I would not object to an increase of the duties. I 
was not really thinking of all these items being appropriated by any particular 
authoritj· I was merely suggesting alternative sources of revenue by which 
money co~ld be obtained; the distribution of revenue between the Imperial 
and Provincial Governments is another matter altogether. 

Q.-Is not the smuggling of matches one of the difficulties of the Customs 
Department? 

A.-I am not aware of that. 
Q.-How would you impose duties on locally-made matches? 
A.-At the factories. 
Q.--On the boxes? 
A.-I should impose a duty on the output, whatever the unit may be. 
Q.-Is it not a cottage industry again? 
A.-There are a few places where matches are now made by a small num­

ber :1f people in the villages but there is a certain type of machinery required 
for it, and I do not see why every machine should not be registered and· the 
output made the basis of excise duty. Most of them are in the mofussil and 
I believe there are a few village people who have got a inodern machine to 
do the work. They could be taxed or they could be prohibited from doing 
it. 

Q.-You wpuld not like to tax patent medicines. Is not the consumption 
very large? 

A.-I do not know if there is a very big consumption of patent medicines 
in Bengal as a whole. It may be so only in Calcutta. In the mofussil as 
far as I know there is no consumption of patent medicines worth taxing. I 
have been into many villages but I have never seen a bottle of patent medi­
cine .in any of the houses in a village. 

The Hon'ble Sardar Jogendm Singh. Q.-Do you think these would find 
favour with the people-the taxes which you are proposing, taxes on aerated 
waters, matches and other things? 

A.-I cannot answer this question qff-hand. In proposing these things 
for taxation, my object was merely to suggest certain sources of indirect taxa· 
tion which might be utilised if money h required; and, as money is in fact re­
quired, it must be got in some way or other and these seemed to be the onl;t 
possible sources from which you can obtain it. Of course there are difficulties 
in all of them, but the difficulties must be overcome if you want money. The 
primary object is to get money. 

Q.-Is there any pronounced opinion on these things? 
.4..-I would not say that. 
Dr. Paranjpye. Q.-Is there an opinion in the country that the excise 

revenue must be abolished and consequently money must be obtained to re­
place it? 

A.-Certainly. Apart from the question of temperance all the Govern­
men~s want more l!loney for necessary developments, and the money must be 
obt:uaed for them m some way or other. The articles I have suggested seem­
ed to be the most suitable for indirect taxation. 

Q.-This would mean a good deal of money, about 150 lakhs. 

A.-Possibly, but taking Bengal it would be much less. 

The President. Q.-Would you not require a larger excise staff to put 
down the illicit distillation? 

A.--Only in certa~n areas. In a good many parts of Bengal, say Eastern 
~engal 'Yhere _there 1s a very large Muhammadan population, the consump­
tiOn of hquor 1s very small. In fact there is no demand for it. 
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Q .-I see in the Report about 618 cases of illicit distillation. 
A.-It may be so. These cases are found in particular areas· but in th"' 

greater part of Bengal1 for insta11;ce, Eastern Bengal, where the;e is a large 
Muhammadan populatiOn, you wtl! have very little trouble. Of course in 
places like the tea gardens where there are large gatherings of coolies it is 
exceedingly difficult to deal with them. That is why I say you could not 
put down, for instance, the consumption of pachwai. It could not be stamped 
out without practically a standing army. 

Q.-8o long as you leave pachwai as at present, you would not be achiev­
ing anything in the way of temperance P . 

A.-I think so; but pachwai is regarded by some people as food; and it is 
so to some extent. . 

Q.-Is there any medical evidence for itP 
A.-I do not know. 
Q.-Is it a fact that in pachwai the alcoholic element is- fairly great? 
A.-Before it is diluted it may be so. It is strong and therefore it is 

diluted 5 or 6 times. Then it goes down to a very low strength, something 
like 90 or 100 U. P. 

Q.-Have you heard of any deaths from nux vomica or from pachwai? 
A.-I have heard of some deaths from nux vomica put into pachwai. 

Sometimes it is put in as a thirst-provoking agent. Very often the origin of 
the case of poisoning is not known. We had some cases recently where we 
came to the conclusion that someone who wanted to harm the ve11dor had 
put some deleterious drug in the liquor. 

Q.-Is there much tari drinking here? 
A.-It is a direct product from the palm tree, and the fact is that you 

cannot prevent the consumption of tari unless you cut down all the trees. 
Q.-Is not the effect of making spirit difficult to get to increase the 

consumption of tari P 
A.-I suppose so. 
Q.-Is it not a fact that the tari drunkard is much worse than the spirit 

drunkard? 
A.-No. I can't say that. 
Q.-Are you then going to achieve anything in the way of temperance? 
A .-I do not say that. I am not arguing for stamping out the liquor 

trade but I do say that there is a very strong feeling against it which we 
must 'recognise. And if we extend local option in any way we would probably 
find a very substantial decrease in the number of spirit shops. I certa.iuly 
think we have to face this in the immediate future. 

Q.-You see no merit in uniformity? 
A.-What I meant was that when there is every reason for a. departure 

from uniformity I do not see any demerit in recognising this. It is perfectly 
reasonable and proper. 

Q.-You have a tree tax? 
A.-In certain areas where tari is consumed extensively we charge two 

rupees for date trees and three rupees for palm trees. 
Q.-Did it increase your revenue? 
A -We auction the shops at the same time and the revenue did increase. 

For that reason we have now a scheme to extend the system to other areas. 
Q.-Has this led to a decrease in the number of trees tapped? 
A.-I would not say it has done that. 
Q.-In the case of opium you would not have. unif?nnity. You are satis­

fied with concentrating on the question of retail prtce? 
A.-I understood the question to mean as between the provinces. 
Q.-Yes, but in every other country in the world there is uniformity in the 

duty charged? 
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A.-The total incidence depenM upon the duty plus the licens~ fee. and we· 
have all got different systems. There is a variety of system of hcensmg and 
it would be very difficult to bring them into a uniform type. 

Q.-When you have varying duties on articles that could be smuggled, is 
tbel'e no-v a temptation to the shopkeeper in one province to buy up large 
quantities and pass it on to a shopkeeper in another province? 

A.-Yes. 
Q.-Suppose a man has got two shops in two provinces,, he ~uys his stulf 

in his own province at a lower rate of duty and then sends 1t on to the other 
province? 

A.-He has to pay license fees ; but still there may be a difference. . A man· 
with two shops in different provinces might lie able to work them to h1s profit 
in th<l manner suggested. 

Q.-Is it not a fact that there has been lot of opium smuggling betw~~n­
the provinces in India and Burma? Has the retail price in this part of Ind1a 
been the same as the retail price in Burma P 

A.-It all depends how ni.uch you get on your license system as well. We 
actually fix the price and I suppose· it is so in other provinces. The price­
fixed is sufficient to give the vendor his profit after he pays his duty and the· 
license fee. 

Q.-The retail price depends upon the shopkeeper? You don't think it 
is necessary to have any inter-provincial control over smuggling P 

A.-I will not advocate any special steps beyond what we are doing now. 
I do not quite understand the point of the question. I think we have got 
sufficient control over smuggling. . 

Q.-Do you take any interest in the matter of smuggling of opium from 
the Punjab to Burma? Is there anybody charged specially to prevent thisi'· 

A.-Our staff is simply charged with the duty of seizing any ~llicit opium;. 
it does not matter what the possessor is doing with it, or to whom it belongs> 

Q.-But is there specially any officer to prevent this inter-provincial smug-
gling? . 

A.-You mean there should be some method of getting information from 
the other provinces? · · 

Q.-You know an officer was put on special duty to organise the excise· 
bureaus in various provinces and he organised these bureaus with the idea 
that the provinces would welcome some co-ordinating authority who would 
follow the smugglers from province to province, as the ordinary staff is not 
very much interested if a case crops up in the border so long as it does not 
affect their revenue? 

A.-I do not think that I could say that of our officers in Bengal. Our 
staff is very particular in these matters. If they get illicit opium on tlie 
border they would at once seize it. 

Q.-The point is that if it did not affect their revenue, they won't do that. 

A.-I cannot say that there are any cases of that kind. 
Q.-Suppose your rate of duty on opium is much lower than in Burma· 

and one of your licensees passed some of his opium into Burma paying duty 
~o you, you would secure an increase of revenue, would you be particularly 
mterested to save Burma ? 

A.-Certainly if our staff suspected that any one was attempting to get 
our excise opium from our shops into Burma, the man would be run in at 
once. 

Q.--My point is that you would not be particularly interested in looking­
out for such cases--.,ases which do not affect your revenue or administration. 

A.-I do not think our staff takes the slightest interest in the destinatioir 
of the duty. They simply go out for every case wherever it is and whoever 
is interested. They only want the case. I won't say they are influenced' 
by anv motive in these cases. That is not the attitude adopted in Bengal\, 
at any rate. 
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Q.-Are your officers acquainted with the names of the persons who do 
-this iilllUggJing? 

A.-That is a very difficult question to answer. As a matter of fact we 
have some experts in our department who do this detective work and who 
<have acquired a good deal of knowledge about the illicit opium trade and I 
can assert that they do deal with the cases whether the stuff is going to 
Burma or Assam, and they do detect such cases without question. They are 
not influenced by any such motive. 

Professor ROIDNI MOHON CHAUDHURY, Prof~;ssor of Ec:onomic:s 
University of Calcutta, was next examined. 

Written memorandum of Professor Chaudhury. 

In this memorandum I desire to offer some criticisms to the attempt of 
:Mr. Shirras in estimating the per capita National income of India. It is 
indeed true that the author of the ' Science of Public Finance ' realises the 
immense difficulties that beset such an attempt but it is also true that he 

-does not thronghly realise the consequences that might follow from his con. 
clusions if they are erroneous and give an exaggerated idea of income. There 
is a popular notion in the country that there is appalling poverty, that the 
national income is extremely inadequate even at the present low standard of 
living and there is consequently underfeeding which is devitalising the people. 

·1n contrast to this notion there is the official notion that the country is 
-economically progressing every year and the income of the people is increasing 
and their standard of living rising. It is difficult to judge off-hand which of 
these two views is correct because the answer involves an nnbiassed examina­

·tion of facts relating to the economic condition of the people. The question 
·therefore arises-have we the necessary data upon which we can form an 
-estimate of the income of the people of the country? 

The national income of a country is the sum total of commodities and 
.services which its labour and capital acting on its natural resources produce 
annually. This is the gross national income or dividend. To get the idea 
of net national income, we must deduct from it a certain amount to keep the 

·capital of the country in a state of progressive efficiency. The people of a 
country are engaged in various industries, trade professions and other occupa­

-tions. The value of the output of different industries, the profits of trade, 
the remunerations of professions and services constitute the money income of 

.a nation. The determination of national income would involve an elaborat(' 
·census of production. Such an operation wilJ be costly no doubt, but it 
would, if accomplished, gi>e us an accurate index of the economic position 
·of the country and would perhaps dispel many fallacies and errors which we 
iind in press and platform. 

Attempts have been made with the available statistics to estimate the 
·national income of India and deduce from it the per capita income. I will 
·:first of all take the value of per capita income. The per capita income cannot 
serve as an index: of the capacity of a country to bear the burden of taxation. 
Its utility in estimating the incidence of taxation is negligible. The idea 
-that we derive by dividing the total revenue of a state by the total number 
of people is useless in that it does not convey any impression of the intensity 
of the burden of taxation borne by different classes of people. The distribu­
·tion of the burden of taxation depends not on the per capita income but on 
-the capacity of those who are in a position to bear it. In other words, the 
·question of taxation relates more to the distribution of wealth than to per 
capita income. Much misconception has in recent years centered round this 
per capita income. It is one thing to suggest that the income of a particular 
class is so low that it cannot pay any tax: but it is quite another thing to 
suggest on the plea of per capita income that the whole country is unable 
-to pay any tax:. 
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Apart from noting any change in the economic p~siti.on of a coul?-try 
between two periods and the fa?ility i~ affords fo~ institutmg a compan~on 
'between two countries as to their relative economiC s~rength, th? per captta 
\ncome has no other use. 'Vhat appears to me more Important IS the deter­
mination of the distribution of income and h~re we haye t~ c~lculate the 
\ncomes of the different classes of people accordmg to tl~err prmcip~l occupa­
tions. Among the industries of India agriculture by far IS the most Important 
as no less than three-fourths of the people derive their subsistence from this 
\ndustry alone and consequently the determination of agricultural income 
attracts our attention first. 

Mr. Shirras lately Director of Statistics, has utilised almost all the statis­
tical informati~n to estimate the agricultural income of India and his labours 
and earnestness certainly command our respect and admiration.. But the· 
Taxation Enquiry Committee will certai_nly be misled if· t?ey .place too mu~h 
reliance upon it. According to Mr. Shirras, the per captta mcome of India 
is Rs. 116 and the per capita income of the agriculturists is Rs. 97. These 
figures when placed by the side of Naoraji's figure of Rs. 20, and Lord Curzon's 
figure of Rs. 30 appear to be serious overestimation. 

It is therefore, necessary that we should examine his figul'es and .also the 
method 'of his calculation. General criticisms on the accuracy of agricultural 
statisucs of India have been noted by the Committee in the questionnaire and 
I will only add my experience of Bengal in the compilation of ·such figures. 
There is no reliable village staff in Bengal as in other provinces and the infor­
mation about area and outturn is supplied by illiterate village chowkidars to 
local thana officers. These chowkidars hardly take any trouble to ascertain 
accurate figures of sowing as there is hardly any agency to check these figures. 
The district officers also without scrutinising these figures in their placid 
indifference forward them to proper authorities for compilation. The figures 
of Bengal are consequently more or less conjectures. Apart from this general 
criticism I would attack Mr. Shirras' calculation upon the following points. 
In the first place, Mr. Shirras takes two years 1920-21 and 1921-22, the former­
a bad year for agriculture and the latter a fairly good year and estimates 
the incomes of these two years with the object of showing the maximum and 
the minimum taxable capacity of the people. In my opinion this does not 
appear to be a good index, for prices of agricultural produce are so variable 
year after year and the outturn so uncertain that the average of a series of 
yeai·s would haYe been the best index of average income. · 

In the second place, there appears to be an element .of double counting in 
some of the items. For instance, straw, fodder and milk have been counted 
separately. Straw and fodder are a part of the cost of production of milk and 
consequently included in its price. Again a part of straw and fodder is con­
sumed by plough cattle and this part ought to be regarded as a part of the 
cost of the maintenance of agricultural capital. Either they should not be 
included at all or if they be included at all they should be included into item 
No. 3, seed and manure (p. 148. Science of Public Finance). The result of 
this will be that the surplus will be reduced by 114,9 lakhs in one case and by 
144,27 lakhs in the other. There is also an objectibn in the case of hides.· 

· Hides and skins, so far as they are the outcome of dead cattle do not come 
within the purview of agricultural income, because the owners ~f dead cattle· 
do not sell hides. 

I now take the question of prices at '"hich the values of commodities have 
bee!l calculated. Mr. Shirr as takes the average of provincial wholesale prices. 
It IS doubtless true that wholesale prices are more uniform easily available· 
and consequently have been utilised in constructing index nu::Ubers to indicate 
variations in the purchasing power of money. But in computing agricultural 
income the harvest prices apear to be the best standard because in the first 
plnce the bulk of the surplus produce is sold at this price and secondly they 
"'ill eli~inate th~ profits of middlemen an~ the costs of transport. To compute 
the agr1culturalmcome at the wholesale price and then enter separate big items 
for trade ll'lld transport cannot escape double counting. The difference in the 
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wholesale and harvest prices will be manifest from the following figures for . 
.Bengal:-

Rice 
Wheat 
~ram 
Linseed 
.Mustard • 
Sugar(raw) 
Jute 

Average annual 
wholesale price. Harvest price. 
(Figures taken (Prices taken from 

from " Prices and Agricultural Sta· 
Wages in India," tistics, 1921-22.) 

1923.) 

1920 1920. 
Rs. Rs. A.. P. 

7·581 6 8 0 
7·812 5 12 0 
7 5 3 0 

12·917 8 0 0 
9·887 8 8 0 

11·217 9 7 0 
8 6 0 0 

I propose heJ;e to calculate the agricultural income of Bengal according to 
wholesale and harvest prices with a view to indicate the difference in results. 
In the absence of more reliable figures, I have to rely on the figures collected 
.by the Department of Statistics. 

Agricultural income of Bengal. • 

Outtum Harvest Wholesale 
-- Area (Acrea.) (in '000 price (in '000 price ('000 

tons). Rs.) Rs.) 

Rice 20,883,800 8,210 1,45,27,13 1,67,43,83 
.Wheat 116,900 31 48,57 65,89 
Barley 96,000 29 30,65 30,41 
Jowar. 4,100 1 1,26 1,09 

ajra 2,900 1 1,09 1,09 
.Yillet 6,600 36 3,96 3,96 

aize 83,900 28 32,13 34,02 
Gram . . 161,500 44 62,19 93,52 

(Mds.) (Mds.) 
ther food grains 1,085,700 1,085,700 5,00,00 5,50,00 

~eed 126,300 16 34,88 56,14 
Sesamum 199,200 34 96,96 1,15,81 

pe and Mustard 881,700 153 4,05,38 4,87,37 
Condiments and Spices 142,900 .. 28,58 31,43 
Sugarcane .. 218,800 255 6,35,78 7,78,24 

(Bales.) 
.Cotton 523,000 21,000 26,89 25,60 

(Bales.) 
J"uto 2,169,200 5,247,000 15,35,70 20,47,60 

ther Fibres 78,700 26 43,09 50,28. 
(Tons.) 

'Indigo 9,700 700 6,50 8,66 
(lbs.) 

Tea 172,500 71,696,600 4,03,29 4,48,10 
(Mds.) 

5,32,33 'Tobacoo 258,100 3,871,500 4,83,93 
Fruits and Vegetables 660,200 .. 10,00,00 10,00,00 
::mJ.k .. .. 19,00,00 19,00,00 

Tor.u. .. .. 2,18,26,42 2.50,05,37 

'"For shortness of time I have not been able to take the average' of a num­
:Oer of _years but have confined m~self to the figures for 1920-21. 
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According to the above calculation, the gross agricult~ral income of Bengal 
is 218 cro1·es if we take the harvest price and 250 e1·ores 1f we take the whole­
sale price. Now if 22 crores be deducted for seed, manure .and replacement 
of livestock we get a net income of 196 crores for the populat10n .dependent on 
.agriculture. According to the census of 1921, the total pop'!-lat10n of Bengal 
is 47 millions of which 77 per cent are dependent on ~grwulture, the .net 
income consequently works out at Rs. 57! per head of agncultural po~;:ml~t10n. 
This figure is not far from what Mr. Nelson h~s c.alculated for the d1~tnct of 
Rajshahi in his ~ett~ement report C?f that d1stnct. The total ~gr!cultural 
produce of that d1strwt has been est1mated and valued as follows.-

Yield Price per Value 
-- (111ds. in Illd. (Rs.) ('000 Rs.) 

'000.) 

Rice 17,186 3 5,15,58 

Wheat and Barley 97 5 4,8li 

Pulses 9,27 5 46,35 

Di!seeds 2,eo 8 20,80 

Sugarcane .. .. 18,00 

Ganja 8,000 so 6,4.0 

Vegetables, Spices and l\Iiscellaneous . .. . . 18,00 

Fruit trees .. .. 20,00 

Bamboo and Thatching Grass .. .. 36,00 

Jute 1,370 8 1,09,60 

TOTAL """ .. 7,95,58 

The above figures according to him give Rs. 53 per head on th~ total popula­
tion of one and a half million and Rs. 73 per head of the cultivating nopula­
tion excluding labours. Now the income which Mr. Nelson has calculated is 
gross income and if 10 per cent of the gross income be set apart for seed, 
manure and replacement of livestock and agricultural implements, the net 
pe1· capita income of the district of Rajshahi works out at nearly Rs. 60. Very 
nearly the same idea of the economic conditiqn of the peasantry of Bengal can 
be got from the census report of Bengal. " According to the agricultural 
statistics published for 1919-20, there are 2,44.9,600 acres of land. under cultiva­
tion in British territory in Bengal and the number of actual workers in 
cultivation, ordinary cultivators, farm servants, field labourers and growers 
"of special products in British Bengal is 11,060,629. This means only 2·215 
acres per worker. It is in such figures as these that the explanation of the 
poverty of the cultivator lies. The cultivation of less than 2! acres of land 
"<!annot employ a man for more than a comparatively small number of days in 
the year." 

The condition of the agriculturists of Bengal can thus be imagined from 
the fact that a family of five on an average has to be maintained with the 
produce of a little more than 6 bighas of land. The produce of such a holding 

*Vide Settlement Report of Rajshahi, pp. 19-20. 

L 
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is valued at not more than Rs. 150 in a jute district and not more thml\ 
Rs. 120 in a rice district. It is out of this income that a large number of 
people have to meet not merely their physical wants but also to pay rent and 
other direct and indirect taxes. Consequently it is no surprise that the· 
standard of living of the peasants should be low and a large majority of them 
should be under chronic indebtedness. There has not been any direct enquiry 
into the family budgets of the peasants of this province except the one 
carried on by Mr. Jack in connection with the district of Faridpur. Mr. Jack 
calculated that an expenditure of Rs. 48 per head is a decent standard for 
the agricultural population of that district. If one were to judge impartially 
one would certainly hold that the standard of living as laid down by Mr. Jack 
is the minimum standard, for it included no item for necessaries .for efficiency 
nor any for educational expenses which are essential for efficiency. However, 
according to that standard the expenditure per head ought to be Us. 77 if we 
make allowance for the rise in prices. I am constrained, therefore, to drmv 
the conclusion that so far as the economic condition of the Bengal peasantry 
is concerned, their average income falls far short of their expenditure and' 
consequently there is hardly any scope for imposing any tax on them. This 
state of things is due to the fact that far too many men are engaged in this 
industry and it is no exaggeration to say that 40 per cent of the agricultural 
population can be absorbed in industries without imparing the productivity of 
the industry, should the people give up .their present conservative habits and 
prejudices and take to miiis and factories. · 

The fact that the agriculturists cannot be taxed does not mean that no 
agricultural income can be taxed. In this province owing to the permanent· 
settlement the State demand for revenue has been fixed in perpetuity. This 
has enabled the landlords to appropriate the unearned increment in rentals 
without making a corresponding contribution to the State. Besides that, the· 
number of intermediaries and middlemen are continually on the increase and 

·this increases the opportunity for rack-renting. There seems to be no justifica­
tion for the exemption of land rent from the income-tax. The fact that the 
income from land is not subject to income-tax may be regarded as one of the­
reasons which induce the middle class to invest their savings in land. It is 
really a positive hardship to find that when a man converts his savings into• 
interest bearing bonds he is subjected to income-tax but when the same 
savings are invested in landed estates no tax is to be paid. There are no 
definite statistics as to the total rent realised by landlords and rent-receivers as 
the settlement reports are not yet complete. The census report of Bengal' 
records that the zamindars of Bengal collect a rental of Rs. 13! crores and pay 
a land revenue of Rs. 2! crores. If it is possible to tax three-fourths of this. 
rental at a graduated scale with an exemption limit of Rs. 1,000, the Govern­
ment .of Bengal may get a revenue of 75 lakhs without any detriment to the· 
interests of tenants. This increased revenue may be utilised in gradually 
abolishing the excise revenue which from the point of view of an Indian is 
more or less tainted money. 

I now proceed to offer some constructive suggestions for the compilation of 
agricultural stat.istics in this province. Every district in Bengal is divided 
into a number of circles for the purpose of viiiage watch and local sanitation. 
These circles ·are divided into a number of panchayats. The collecting and· 
the President panchayat who are in touch with local conditions can be usefully 
employed in collecting statistics. But some safeguards must be instituted to· 
check the figures supplied by the panchayat. The circle officers may be en­
trusted with the task of checking these figures during their round in villages. 
In supplying the figures of sowing the panchayats may IJe required to fill up 
forms with the names of individual peasants and the amount of their sowings 
so as to enable the circle officers to check some of the figures locally. This wiiJ, 
in my opinion, ensure accuracy provided the officers do their duties properly. 

In estimating the yield, the district average is a better index than the pro­
vincial average for in this provtnce the conditions of different districts may 
be found to be widely different. The average of five yeats may be regarded 
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:as the normal yield and the departure from the normal yield may be asc_er­
tained by the " anna estimate " as at present and here of course obse~vatwn 
will be the chief guide. The standard yield derived from crop-cuttmg. ex­
_periments by the Department of Agriculture is the re~ult of thorough cultlVa­
.tion and cannot be applied to the method of cultivatiOn in vogue at pt•esent. 
It can at best be regarded as the ideal rather than the actual. 

Professor Chaudhury gave oral evidence as follows :-

The President . . Q.-You have sent us two memoranda) the latter of which, 
f.I am sorry to say, was not received in time to be Clrculated among the 
members of the Committee. The first memorandum mostly deals with 
matters to be dealt' with by the Economic Enquiry Committee and has 

• accordingly been transferred to them. 
Towards the end of. your first note you advocate taxation of rent; in 

_your second note you say you would not tax the actual farmer. 
A.-Yes, I would not. 
Si1· Percy Thompson. Q.-Would you differentiate rents from othel' 

'forms of agricultural income? 
A.-Certainly. 
Q.-Is not part of the cultivator's profit really rent? 
.4..-Yes. 
Q.-Would you not tax it? 
A.-So far as the farmers in other provinces are concerned, Government 

takes away from them almost half of the economic rent; about the othe-r 
half my idea is that farming is carried on such a small scale that· it yields 
.no appreciable taxable income. 

Q.-But you propose to tax rents. Are there not a large numbir of 
;persons in this country who are in receipt of quite small rents? 

A.-Very big cultivators are rare in this country. 
Q.-I am not speaking of cultivators at all. Are there not a number 

-of persons (not cultivators) who are in receipt of small rents, intermediaries 
-or small holders? · · 

A.-Their income ought to be taxed. 
Q.-Is it worth while to do so if the·re are a very large number of them and 

:the actual incomes are small? 
A.-There must be an exemption limit. 
Q.-My point is that you would have to review the income-tax position 

of a very large number of persons in order to collect the tax from a very 
·few of them. The question is whether it is worth while to do so. 

A .. -So far as the rent-receiver's income is concerned it can be taxed 
ibut the farmer's income cannot be taxed. ' ' 

Q:-It is. pe~fectly true that it can be taxed, but would the yield be 
·sufficient to JUstify all the trouble and expense that would be involved? 

.4..-So far as Bengal is concerned, I think the yield would be considerable. 
Q,.-You cannot charge income.-t~x in Bengal only :tni! exclude the other 

·provmces. 
~.-In other provinces the demand of land revenue is adjusted after a 

-periOd of years, but so f~r ~~;s Bengal i~ concerned, it is fixed in perpetuity 
and consequently I am mclmed to thmk that the unearned increment in 
Bengal should be taxed. 
. Q.-I think it is very di!ficu~t to _di~erentiate the rent which is paid 
m Bengal from the rent wh10h Is paid m any other province· the mere 
fact that in the one case land revenue is fixed and in the othe~ it is not 
.does not seem to be relevant. ' 

L2 
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A.-In Bengal it is appropriated by landlords and rent-rerei'l"ers, while 
in other prorinces a portion of it goes to Go¥ernment. 

Q.-But a portion of it goes to the Go¥ernment in Bengal also. 
A.--Only a very small portion. The zamindars used to pa;. 90 per cent, 

ot the rental to Go¥ernment at the time of the permanent settlement, but 
now only 20 per cent. of the rental goes to the Government and the remain­
ing 80 per cent. to the zamindars' pockets. 

Q.--On the other hand, it is equally true that in other provinces the 
piteh of the land revenue is falling and has fallen. 

A.-In other prorinces it is adjusted aecording to the variation in the· 
le>el of prices. 

Q.-I mean the actual piteh of land revenue. In most eases I believe 
they take approximately 50 per cent. of the net assets; they used to take 
much more than that. 

A.--50 per cent. is a fairly high percentage. 
The Hon'ble Sardar Jogendra Singh.-Before the Saharanpnr Rules came 

into being, they used to take a higher percentage, 60 or 70. 
Sir Percy Thompson. Q.-o-You say you would charge income-tax, which 

is a general tax and ordinarily would be of general application; and wonld 
apply that in Bengal to rents on the gmund that the amount of land revenue 
paid under the permanent settlement is very small. 

A.-It is extremely anomalous to find that the landlord's income escapes 
taxation. .As I have pointed out in my memorandum, it is very hard to 
find that when a man converts his savings into interest-bearing bonds he 
has to pay income-tax, but when the same savings are invested in landed 
estates he escapes taxation altogether. 

Q.-It does not matter, because the land would be free from income-tax 
when it is sold out. 

A.-You refer to eapitalization of exemption. That argument may be 
put forward by an ordinary shareholder of a railway company. For example, · 
when a railway share is sold, it is sold on the basis of a certain income­
tax rate, but as soon as there is a change in the rate, the holder of the· 
share might put forward a similar argument. 

Q.-I do not think so, beeause the fact that income-tax goes up will not 
affect the value of a railway share for the reason that whatever the man 
invests in, he will be subject to income-tax. 

A.-A portion will be deducted from that income as income-tax and this 
will reduce the net yield. If it is a railway company subject to income­
tax, its income would be taxable at the rate of 18 pies in the rupee and 
suppose the rate of tax be increased to 2 annas, would it not lower the 
valne of the share? · 

Q.-But supposing the rate of income-tax goes up, surely the value of 
a railway share will not be affected. 

A.-I am inclined to think that the rate will have some influence on the· 
value of the shares. 

Q.-Why? Your proposition that the increase in the rate of income-tax 
generally depreciates_securities eannot be said to be true in England where 
the rate went up from one to six shillings. 

A.-The price of commodities also went up and profits increased. _That 
counterbalanced any depreciation which might have resulted from the higher 
income-tax rate. 

Q.-That would not affect fixed interest-bearing securities; did they 
depreciate? 

A.-They did. 
Q.-Take the present price of 5 per cent War Loan; it stands above par. 
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A..-~he rate of interest has now come down. 
Q.~It has come down ~o ':Vhat it· was in 1919. But we are getting away 

from the subject. 
The President. Q.-I have been glancing through your second memoran­

dum. I see that you hold the view t)lat no Government should taint its 
hands with t)le money received from the sal~ ?f intoxicating drugs and 
liquors. Wol}ld you ~el.l us w~at .y.o!l would .P~o):nb1t? . · 

· ,; .-I would proh1b1t gan1a, op~um and hquors and even tan. 
Q.~fachwai? 
A. .-I do not know if it is largely consumed; in my part of Bengal neither 

tari nor pachwai is consumed. 
Q.-We have just been e·xamilJ.il!g the Excise .!Jommission~r on .the .same 

subjeci; · while he was prepared to put up a scheme for deah!lg w1th hquor 
and ga~ja, he said that public opinion would not be in favour of pro)1ibiting 
opiu:m and that as regards tari and pachwai it would be simply impossib1e. It 
wo11ld require an army. 

A..-So far as administrative difficulties are concerned, I am not pre~ 
pared to express an opit1ion, .but so far as the id.eal is concerned, I am 
constrained to put forward before the Committee my humble· opinion that 
no Government should taint its )lands wit)l the nwney +eceived from the 
sale of intoxicants. 

Q.-You are not prepared to say whether it is practicable to stop it? 
A. .-Perhaps there will be some increase in expenditure on the pr.eventive 

staff, hut I am not prepared to express all opilJ.ion. 
Q.-You are no:t prepared to say whether any increase that can be made 

would be adequate to stop the total consumption of any into:g:icant? 
A.-I think that it might be possible gradually to abolish this revenue 

by total prohibition. 

Q .-In order to replace the two crores of re·venue now obtained from 
excise, you propose to raise 75 lakhs of rupees by taxing the landlords and 
125 lakhs from the export duty on jute. What are the present receipts 
from jute? 

A. .-A little over two crores of rupees. 
Q.-The present receipts from jute (viz., 2 crores) go to the Gove·rnment 

of India. You are going to get another 2 crores (75 lakhs from landlords 
and 125 lakhs from jute). Is this 125 lakhs to be in addition to the 2· crores 
which you say is already realized from the export duty on jute? 

A..-The present realization <;>n account of the export duty on jute 
should he handed over to the Government of Bengal. 

Q.-In other words, you say that the Government of India are to pay 
for the hulk of the cost of prohibition. 

A.-Prohibition will be an all-India measure as a matter of policy but 
different provinces will have to devise the ways and means to compensate for 
the loss· of revenue. · 

Q.-You say you are going to take it from the Government of India. 
A..-On principle I say that the export duty on jute legitimately belongs 

to the province of Bengal. 
Q.-But when you propose to dispense with 2 CI'ores of revenue, is it 

not fair to suggest that a new revenue of 2 crores should be raised instead 
of shifting the existing re-venue from one to the other? 

A..-If Bengal can manage, what is the harm? 
Dr. Paranjpye. Q.-You are only looking to Bengal as if it were the 

whole of India. · 
A.-Every province will have its discretion. 
The President. Q.-The Government of India will give you your 125 

lakhs, what are they to impose to replace that? 
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A.-I have suggested that the duties on imported articles should be 
increased. In future, the Central Government will have to rely more on 
customs and income-tax and they should be made elastic. 

Q.-On whom will those duties fall in the main? 
A.-On the people of this country. 
Q.-On what classes? Who would pay the bulk of the import duties? 
A.-Mainly agriculturists, because they ·consume largely cotton piece-

goods, which yield about a quarter of the customs receipts. 
Q.-Does not the European, for instance, pay a good deal of the customil 

duties? 
A.-They are small in number. 
Q.-But they do pay a good deal of the customs duties. 
A.-They do pay. 
Q.-Would you levy taxes on them to pay for prohibition? 
A.-I would, because I propose a higher duty on motor cars. If they 

live in the country and are able to pay, why should I not tax them? 
Q.-You propose to get 75 lakhs from the income of the landlords. What 

is the new tax going to be? 
A.-A tax on the rent-receivers' income. 
Q.-You propose to raise the duty on motor cars to 50 per cent? 
A.-Yes, because the prices of motor cars have fallen a good deal. 
Q.-Don't you think that so large an increase might result in your 

getting less revenue rat:her than more? 
A.-I do not think an increase will interfere with consumption as the 

prices have fallen. 
Q.-You propose an export duty on oil-seeds. Was not that proposal 

considered by the Fiscal Commission? 
A.-Yes. 
Q.-Their opinion was adverse to the duty. 

A.-I do not agree with the findings of the Fiscal Commission in this 
respect. The Fiscal Commission discussed the question of a protective 
export duty but mine is a purely revenue duty. 

Q.-You deal at some length with the division of the proceeds of taxation 
between the Central and Provincial Governments; so far, the main change 
you would make is to distribute ineome-tax partly. On what basis would 
you make the distribution? 

A.-I think some particular year should be made the standard and the 
~xcess over that should be distributed between the Government of India 
and some of the Provincial Governments, say, industrial and commercial 
provinces like Bombay and Bengal, because their requirements are greater. 

Q.-You say that the needs of an industrial province in respect of educa­
tion and sanitation are much greater than in purely rural areas. Why? 

A.-Because the concentration of population in industrial provinces re­
(].uires heavier expenditure on police or administration of justice. 

Q.-I am speaking of education. What is your justification for saying 
that the agriculturists should pay for the education of the townsmen? 

A.-I do not mean to say that. 

Q.-You say the man in the town must have a higher standard of education. 

A.--Generally he has, and so the demand for education in towns and 
cities is greater than in the rural areas. 

Q.-Let us put it this way: would you agree that the rates of taxation 
for Imperial purposes should be the same in all provinces, or would yon 
propose t.hat one should pay a higher rate than a~other P 



323 

A.-The rate should be the same. 
Q.-Would your distribution of income-tax be in the same way baseii 

on the amount earned in the different provinces? 
A.-Yes. 
Q.-Would you in that case adopt central administration of the tax, 

but a division of the yield instead of separation of the sources? 
A.-Yes. 
Sir Percy Thompson. Q.-On what basis are you going to divide the 

yield? 
A.-After you have fixed a particular standard, the excess should be 

divided. For example, in comparison with other provinces, Bombay makes 
the largest contribution to the Central Government's revenue; so it should 
get a larger share. 

Q.-Up to a certain point, say, 4 or 5 years, the Central Governmilnt 
will get the yield, and after that if the yield is in excess of that sum, the 
excess should be divided. 

A.-Yes, because the Central Government must have a sure source of 
income. 

Dr. Parwnipye. Q.-It is practically the same as in the Maston Sett1e. 
ment. Instead of a three pies' rate, you would have a six pies' rate. 

A.-No. You must first of all get an idea of the total yield from each 
of the provinces and then you must fix a certain standard which must be 
agreed to by the different provinces. Anything over and above that should. 
be divided between the Central and Provincial Governments. 

Q.-That is exactly the way in which income-tax is divided. 
A.-But the standard which was fixed in 1919 or 1920 was a very high 

standard. 
Q.-At any rate the method is the same. 
A.-That is so. 

20th Marc}:t 1925. 

CALCUTTA. 

PRESENT: 
Sir CHARLES ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir BuAY CHAND MAHTAB, G.C.I.E., K.C.S.I., I.O.M Maharaja-

dhiraja Bahadur of Burdwan. ., 
Sir PERcY THoMPsoN, K.B.E., C.B. 
The Hon'ble Sardar JoGENDRA SINGH. 
Dr. R. P. PARANJPYE. 

Mr. A. K. JAMESON, I.C.S., Director of Lan:l Records and 
Surveys, Bengal, was examined. 

Written memorandum of Mr. Jameson. 

Q. 9~.-In only a very small proportion of the total area of Bengal <loP~ 
the cultivator pay land tax. Usually he pays rent to a private individua' 
In the permanently-settled estates, which constitute the bulk of Bengal th~ 
land revenue payable by the proprietor is so small a proportion of his ::ssets 
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that it can hardly be said to affect the amount of rent which he asse!lses on 
his tenants. These rents are in origin customary rents which have come 
down from before the time of the permanent settlement, and although they 
ha>e been gradually increased since then, they are still far from being eco­
.nomic rents, and on the whole they fol"11\ a small item in the cultivator's ex­
penses. As stated by Jack on page 59 of his book, rent amounts to 10 per cen:t 
of the total expenditure of a family in comfort. The illegal exactionil made by 
the zamindar himself and his underlings are in sum at least as important 
an item as the rent. 

The prosperity of the cultivator must depend mainly on naturnl causes 
O>er which he has no control, such as the character of the monsoon rains, 
'but there is no doubt that with better education he could take more advantage 
of improvements in agricultural methods such as those advocated in the 
pamphlets of the Agricnltnral Department, to which at pres!lnt he pays no 
attention. Partly owing to lack of education and. partlv to inborn eharac­
teristics, he is wanting in energy and does not fnlly employ even the means 
!lf improvement of which he is aware, such as irrigation. The dispropor­
tionately heary expenditure required by social customs is also a serious im­
pediment, driving him, as it often does, into debt from which he is unable 
to extricate himself. Another is the s>stem of land tenure with its minute 
holdings scattered in small plots over large areas; nothing in the way of really 
scientific farming will be possible until holdings become compact and of a 
reasonable size. 

Q. 9?.-(i) The permanent settlement probably did so when it was intro­
duced, but owing to the rise iri the value of land and extension of cnltiva­
tion the assessment is now so moderate a proportion of the assets that it can 
be paid without difficulty. 

(ii) There is certainty ior the period of the settlement which varie~ from 
15 to 30 years and the assurance that the next settlement mil propose a 
rewnue in excess of the previous one by a strictly limited amount. The 
revenue is :fixed as a percentage of the total agricultural rent of the proprietor 
and that percentage does not vary; so if the proprietor knows what hiS rents 
amount to, he can easily calcnlate the revenue he Will be called on to pay. 

(iii) This appears to me to be absolute nonsense as far as Bengal is con­
cerned. The rules enjoin that .in fixing the time of payment in temporarily­
settled estates the cnltivator should be consnlted, and as far as I am aware 
he sufiers no ineon>enience on this ground. · 

(ir) The percentage of collection charges is very mueh lower in Bengal, 
certainly not more than 10 per cent. 

Q. 99.-I do not think that inequalitt is altogether unavoidable, but this 
would be the case in any system of taxation which could possibly be densed. 
The inequality due to basing revenue on prices for different periods is prc­
bably not great, because the difference in revenue is ne ... er exactly propor­
tionate to the difference in prices, but is always much smaller. It is difficnlt 
to dense any alternative method for gauging the increased value which accrues 
to the proprietors of estates in which it is only fai~ that the State shoula 
share. 

Q. 100.-Rs. 2.000 a year is absurdly high. As Jack shows in his book the 
average income fer the highest dass of the four into which he divides th·~ 
Faridpnr agriculturist is only Rs. 36-5 a year. But as stated in the answer 
to question No. 8, I d) not think it possible to express an agricnlturist's real 
income in terms oi money at all. 

Q. 101.-J.. tax on mutations is already le>ied b> Government in those 
estates of which it is the proprietor, ani! which it· manages direct and in 
pri>ate estates the proprietors make a similar levy. It does not seem to ha>e 
had the slightest effect in checking fractionisation. In the former class of 
estates, Government refuses to recognise any transfers which have thjl resnlt 
of reducing either the transferor's or the transferee's holding below a certain 
limit of. size or rent. but this refusal does not appear to pre¥ent such transfers 
taking place. I am not aware of any means by which fractionisation can be 
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stopped except a recognition on the part of the agriculturists that it is e~ono­
.micall unsound. The Indian peasant will require to be much m~re ~I~~ly 
educaled, and his social customs will have to lose a great deal of thmr bm mg, 
force before this result is likely to accrue. 

Q. W#.-(1) and (2) These methods are applica~le only if the land r~venue 
is paid direct to Government by the actual cu~tivator, atid even so m (1) 
the division 8hould be by the aaricultural population and not the total J?Opul~d­
tion much of which pays no 1and revenue at all. If the revenue IS pa; 
thro~gh holders of intermediate righ~s and th;ey. ass7ss the rent .on the culti­
vators, the incidence falls on these mtermedia~Ies m the fir;>t ~nstance, and 
although it is passed on by them in the shape of rent, the. mcidence on t?e 
cultivator will vary unless the rent bears the same propqrtwn to .revenue m 
all the provinces. To div.id~ land revenu~ b:y to~al occup1ed .area Ignores the 
fact that the yield from smular areas vanes m ~Ifferent provmces, ~nd there­
fore the method takes no account of the relatwn of rev~nu~ to mc?me by 
which alone the incidence is to be gauged. The same obJeCtiOn apphes also 
to (1). 

(3) It is impossible to secure uniformity of. soil units over so large an area 
as India and without this the method is useless. 

( 4) This is possible only in a provinc.e where there . are rents as _district 
from revenue. Where, as in some provmces, the cultivators pay duect to 
Government there are no rents. 

{5) This would be an excellent method if anything like an accurate estimate 
of gross produce for a whole province could be obtained or an accurate calcula­
tion of the deductions which have to be made to arrive at the net pro<).uce­
The accuracy of the figures available for Beng_al, whatever may be the case 
in other provinces, is open to considerable doubt, but even so this appears tO> 
be the only method available by which land revenue is brought into relation 
with income. As figures for net produce are even more uncertain than tho~e· 
for gross produce, the lhtter should be adopted for purposes of comparison. 

Q. 120.-(i) There is no doubt that theoretically thi$ .is an almost perfect 
form of tax, but I fear it would be intensely unpopular as is the existing 
chowkidari tax. Jack has also, I think, underestimated the cost of assess­
ment. The enquiries which are summari~ed in his book were conducted in !l 
single district by over 200 officers over a period of four years. It is true that 
the.Y were not exclusively engaged on that work which was subsidiary to their 
main business of preparing a record-of-rights. · But the essential condition of 
his scheme is that the assessment should be made by highly educated officers 
in receipt of such pay as would put .them above the temptation of accepting 
bribes to lower assessments, and that they should make themselves thoroughly 
acquainted with the economic condition of every family within their circle. 
To secure the fanner condition the agency would have to be permanent and ht 
receipt of pay of not less than !\s. 150 rising to Rs. 250 with a pensiOn at 
the end. To secure ·the latter, 1t woulC' be necessary to allot to each officer 
a comparatively ~mall area, say, 100 square·zniles per year; if the assessment 
is tg be for five years and the average area of a district is 3,000 square miles 
that would require six officers per district or 150 for Bengal alone. ' 

{ii) I agree that income-tax on agricultural incomes and succession dutiet~ 
are reasonable sources of taxation, though I fancy the latter would be 
extr~mely difficult. to. collect. T~e experience of tobacco monopolies in 
contmental countnes IS not, I thmk, altogether in favour of them and in 
I;ndia it wo~ld be extremely difficult to prevent infringement. The ~egistra­
twn of marnag~s would probably be regarded as an interference with religion 
and woulc1 be difficult to enforce. A house tax in addition to an income-tax 
would probably be _unfair.. The .il~port duty on motor cars is already so high 
that a tax on their use m additiOn would be most unfair. The number of 
!10rses _and servants used _purely for display is probably small. It would be 
Impossible to prevent evasiOn of tax on such easily grown commodities as betel 
leaf and areca nut. · 

(iii) How is the amount of dowry to be ascertained? 
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(iu) A tax on ad..-ertisements would be very unequal in its incidence, as 
the value of the advertisement depends on so many different faetors which 
are difficult to estimate. A tax on patent medicines is certainly justified and 
would yield a good deal in Bengal. 

( u) I am not in a position to criticise these exC€pt the proposal for a 
marriage tax which I have dealt with above. 

(vi) Considering that an enormous proportion of the transport in Bengal 
is done by boat, this proposal would not yield much revenue and would also 
tend to diminish railway receipts, as people would take still more to water 
transport. 

Mr. Jameson gave oral evidence as follows:-

The Jiaharajadhiraja Bahadur of Burdu;an. Q.-In answer to question 
Xo. 97 you say 'In only a very small proportion of the total area of Bengal 
does the cultivator pay land tax '. I suppose you mean by ' cultivator ' one 
who pays the tax direct to the Government? 

A.-Yes. The bulk of the people pay rent to the landlord and not tux 
to the Government. 

Q.-Wbat do you mean by 'land tax' here? 
A.-Something paid direct to the Government. 
The Pnsident. Q.-You have not got the position here that they have 

in Bihar, where in some districts the estates have been broken up so much 
that you have got a large number of small holders each paying land revenue 
direct to the Government? 

A.-No. 
Q.-Is Bengal mainly in the bands of large landlords? 
A.-Not very large landlords; but certainly bigger than raiyats. 
Q.-I gather that in Bihar they have some cases where a large portion 

of the district is divided into quite small lots each held by a small proprietor 
and elsewhere a few big landholders hold a very large portion of the district. 
The medium size estate is in a minority. 

A.-This is not the case in Bengal. Of course, the case of ChiLtagong 
may be somewhat similar to that of Bihar; there the average area of the 
permanently-settled estate is 5 acres. That is the only district where this· 
occurs. There, I suppose, the cultivator pays his land revenue direct. He 
calls himself a zamindar and there is no intermediary. 

Dr. Paranjjfye. Q.-Can you tell us generally your impression about 
the comparative prosperity of these small zamindar cultivators and of the 
small tenant cultivating a similar piece of land? 

A.-:lly impression is that they are quite fairly comfortably off, both the 
zamindar cultivator and the tenant cultivator. I da not think there is very 
much to distinguish them. The class who in Chittagong call themselves pro­
prietors are practically of the social and other status as the cultivating raiyats. 

Q.-Do you find any difference in the way in which they cultivate their 
land? 

A.-No. Because the raiyat is practically the proprietor in his land. 
Q.-In the case of these zamindari tenants during the time of famine, 

etc., are they in the same position as the other raiyats in the matter of 
suspensions and remissions of land revenue? 

A.-I do not think there has been any fami,ie in Chittagong and I do 
not think the question has ever arisen. 

<t-Will not the small cultivators find difficulty in such times? 
d.-There may be some difficulty in paying the revenue. But on the 

l""hole these bad seasons are so few in Bengal and I don't think that tbe 
.eultioators are badly off in Bengal. 
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Q.-During floods? 
A..-That may happen sometimes. Bnt they have wonderful powers oi 

recuperation. . 
• Q.-So far as the cultivation is concerned, would you advocate the policy 

of buying out the superior landlord and creating a class of peasant pro­
prietors? 

A.-I am afraid I have not thought about that policy. 

The Maharaiadhiraia Bahadur of Burdwan. Q.~In answer to question 
No. 97 you say 'These rents are in origin customary rents which have come 
down from before the time of the permanent settlement and although they 
have ,Peen gradually increased since then, they are still far from being 
economic rents and on the whole they foi"m a small item in the cultivator's 
expenses.' What rents are you referring to? 

A.-The rents paid to the landlord. 
Q.-Do you mean that the rents which the raiyat in a permanently-settled 

area pays to his immediate superior landlord, who in some ·cases will be 
a patnidar, are customary rents? · 

A.-Yes. 
Q.-And you consider that although they have been increased from time 

to time, they are still far below the economic rent? 
A.-Yes. 
Q.-In other words, do you consider that from the raiyat upwards to the 

zamindar, none pays an economic rent? 
A.-The rent paid by the cultivating raiyat whose holding has come down 

from before the permanent settlement or about that time is not an economic 
rent because we find that when he sublets any portion to an under-raiyat 
he can always realise twice, three times or five times the amount of his own 
rent easily. I know of some cases ~n some of the districts where the raiyat 
might be paying Its. 2 an acre, but realising Rs. 12 or 15 an acre from the 
under-raiyat. The man above him, if he is an intermediary tenure holder who 
subsists on rents which he receives from the raiyat, takes a larger proportion 
from the raiyat than he has to pay to his superior landlord. 

The President. Q.-There is a rack-rent right at the bottom? 

A.-In some cases ;it 
not yet rack-rent. 

Sir Percy Thompson. 
and the zamindar, they 
raiyat? 

A.-Yes. 

reduces itself to rack-rent but in other cases it is 

Q.-If there are intermediaries between the raiyat 
might pay less rent than the actual cultivating 

The P1·esident. Q.-Are not there actually oases in which there are as 
many as 42 sub-infeudations? 

A.-I think there is only one such case. That is very rare. That is 
found only in one district and it is due to historical reasons which are given 
in the final report. 

Q.-Is not sub-infeudation a great evil? 
A.-Certainly. But I don't think it is a great evil over Bengal as a 

whole. 
Q.-Can you explain to us how all those 42 people came to be regis:erell 

as tenants? 
A.-They appear in the settlement records. 
Q.-None of them is assessable to income-tax on his income? 
A.-No. 
Sir Percy Thompson. Q.-They are lease holders·, are they not.? 
A.-Yes, they are really more lease holders than tenants known, in the 

Bengal revenue term, as intermediary tenure holders. ' 
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The P1·esident. Q.-Right up to' the bottom you have got customary rent 
which is less than the eronomic rent and it i" divided ,by 42 people each ol 
whom takes a small portion. How does it so happen P 

A .-I really do not know. I fancy that all take a good deal of illegal 
exactions from the tenants. They actually make more than what the pure 
rent figure shows. 

Si1· Pe1'Cy Thompson. Q.-The man at the bottom has to deal with the 
man immediately ahov<:> him. 

;1.-Yes. 
Q.-So he can he oppressed only by the inan immediately abOve him. 
A.-Yes. 
Q.-How is sub-infeudation a great evil? 
A.-It is not so taking Bengal as a whole. But it is undoubtedly so 

1:aking one or two places. Each man in the chain will try to take what 
he can and it leads to a great deal of illegal exactions. 

Q.-If.each man begins to take something more from the man immediately 
below, probably the rent which is paid by the last man amounts to economic 
rent. 

A.__:In soine cases, yes. This is only true of a small portion of Bengal. 
This was mentioned in one of the final reports, that of Major Jack, which 
attracted an enormous amount of attraction. It is by no means typical of 
Bengal. I 1 

D1·. Pamnjpye. Q.-Is there any tendency to reduce these intermediary· 
holders by buying out the man above or below P 

A .. -No; I do Mt think there is any such teritleiicy; 
SiT Pe1·cy Thompson. Q.-is there any attempt made to stop these illegal 

. exactions? 
A.-There are provisions in the Tenancy Act by which the person affected 

,may complain to the Magistrate; hut those provisions are, in practice, a dead 
letter. 

Q.-Then practically your tenancy la\v is a dead letter? 
A.-Yes, in respect of the illegal exactions. Of course, the illegal ex­

actions are quite moderate in many parts and they are more or less stable. 
The:v will he annas 2 in a rupee of rent. But the tenant knows exactly how 
much he has got to pay. 

The P1·esident. Q.-Can you give us an idea of a more typical case? 
A.-I think you will have to read all the settlement reports that had been 

wdtten. Perhaps a district like Mymensingh would he typical of East 
Bengal, Rajshahi of North Bengal and Midnapur of West Bengal. 

Q.-Ordinarily what would be the number of intermediaries in a typical 
district? 

A~-Over a large part of the district only one, in other parts two and 
occasionally three. There would be the proprietor, then perhaps a patnidar 
·and below him the cultivating raiyat. 

Q.-The cultivating raiyat would be paying money rent? 
.4 .. -Ye~. l\foney rents are more common than produce rents. 

·The Maharajadhiraja Bahadwr of BuTdwan. Q.-Taking a typical case 
in l\Iidnapur, you would have the superior landlord; then you have an inter­
mediary and then the actual cultivator. The cultivator in nine cases out 
of ten is an occupancy raiyat. But the occupancy raiyat under your Tenancy 
Act can have under-raiyats-non-occupancy raiyats. Therefore, is it not more 
correct to say that you have four kinds of men-that is, the superior landlord, 
the tenure-holder, the occupancy raiyat and then the under-raiyatP 

A.-Yes. But that is only in a minority of cases that you have the under­
raiyat. But in certain areas you do have him. I can't say the proportion. 

Dr. Paranjpye. Q.-The uncler-raiyat cannot create occupancy rights? 
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A.-No; he cannot. But he may possess occup~ncy !ights by custom. 
1'hsre are one or two districts (Jessore and Khulna) m wh~ch every. grade of 
cultivator, from the tenant upwards, possesses occupancy rights by custom. 

The Mahamiadlzimja JJahadu1· of JJurdtvan.. Q.-Is it not a fact that 
in this part of Bengal there are more occupancy. raiyats than in East Bengal 
in proportion to the total number of persons dependent on land? 

A.-Yes; because there are not so many intermediary holders in East 
Bengal. Even in East Bengal in certain districts only you have them . 

. The President. Q.-A grea1i proportion of ~he cultivators in East Bengal 
are Muhammadans? 

A.-Yes; because the bulk of the population is Muhammadan. 
The Maharaiadhiraia Bahadur of Burdwan. Q.-In answer to question 

No. 98 you say 'This appears to me. to be absolute nonsense as far as Bengal 
is concerned.' Is it not a fact that Government tenants pay less than the 
neighbouring zamindari tenant? 

A.-It is the constant policy of the Government to fix.a lower rate in their 
land than in tho surrounding permanently-settled estates. That is a definite 
rule. 

The P-resident. Q.-Although the rent in the estates is much below the 
.economic rent? And there is no endeavour to exploit. this sort of revenue 
to the utmost to make up deficiencies of the permanent settlement? 

A.-No; not in the least. There are strict rules against raising the rents 
even to the level of those in the surrounding estates. 

Q.-Even in other respects-miscellaneous items such as revenue on town 
sites, there is no tendency to exploit the revenue to the utmost? · 

A.-No. In fact the profits in respect of town sites made by the private 
people are enormous. Government is losing the land revenue which it 
would have realised if it were agricultural land. 

The Mahamiadhiraja JJahadur of Bu1·dwan. Q.-Because it is within tl1e 
permanently-settled estate? 

A.-Yes. But even in Government land, it is ridiculously low compared 
with that on agricultural land. 

Si1' Pe1·cy Thompson. Q.-Is there any guarantee when they were given 
possession of the land that they would not be taxed? · 

A.-In some cases the site on which the town has grown up was. more 
or less agricultural land in origin and the tenants were ordinary agricultural 
tenants. 

Q .-I unclerstand the legal difficulty to raising the rent in permanently­
settled areas; but that is not the case wi_th respect to Government lands. 

A.-If it comes under the Bengal Tenancy Act, Government property is 
bound by exactly the same rules as the permanently-settled estates. 

Q.-Does that apply to the town lands? 
A.-A great·many town lands do come under the Tenancy Act. 

Dr. Pamnjpye. Q.-We were told in the 0. P. that Government land 
was always let out by open auction. 

A.-That is not the case here. 
Q.-Is there any reason why it should not be done in this part of the 

c?tmtry? When Government comes into possession of a new piece of land 
either on account of disafforestation or by selling up, is there any reason 
wh~· it should not put that land to auction and get the largest amount? 

The President.-That was the Government of India Order of 1895. 

A .-I do not know. There is very little land. for disposal in Bengal. 

The Jlahamjadhi1·aia Bahad1tr of Bu1·dwan.. Q.-Suppose a zamindnr 
defaults, does not Government put his land to auction? 
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A.-Government puts it to auction and out of the money realised, it takeso 
-the amount of arrears due to it and the balance it hands over to the previous 
holder. • 

Dr. Pa.,-anjpye. Q.-But we were told yesterday that Government itself 
has _got to buy up the land. 

A.-Yes, occasionally. But there would be tenants on it already and 
Government is bound by the limitations of the Tenancy Act in dealing with 
their rents. 

The President. Q.-We had a report by :Mr. Thompson in which it is­
stated that there was a sale" of 22,000 acres yielding a revenue of 3 lakhs 
and he gives numerous instances where rents could be increased. 

A.-That was ?llr. Thompson's report about town sites. 
Q.-?lly point is that if yon exploit every avenue of increase, there would 

be a certain amount of money to be got. 
A.-It is very, very little; because the cases of towns sites, dealt with in 

1\Ir. Thompson's report, in which Government could act are very limited. 
Q.-1\Iay I take another point in connection with the cost of settlement?" 

I see from the Retrenchment Committ-ee's Report that Government bears a 
quarter of the cost, not as a matt-er of l:tw but as a matter of grace. 

A.-Yes. 
Q.-Under your Act yon can recover. the whole? 
A.-Yes. The theory is that Government itself derives a certain amount 

of benefit from the record that is prepared and it would be useful for adminis-­
trative purposes. The fact of the record being in existence <liminishes dis­
putes. That is the theory on which Government pays a portion of the cost. 

Sir Percy Thompson. Q.-Settlement is also revaluation, is it not? 
A.~That is an entirely different process. It is a misnomer. In the case 

of the permanently-settled estates it is a preparation of the record-of-rights. 
Yon cannot alt-er the revenue. 

The President. Q.-The purpose of the record-of-rights is to facilitate 
the settlement of disputes. 

A.-To protect the tenant and let him know thE- rent he has to pay. The 
record is entirely out of date after thirty or forty years. I understand­
Government has not yet seriously considered the question of maintenance of 
the record. 

The Jlaharaiadhiraja Bahadur of Burdu:an. Q.-The growing opposition 
to survey and settlement is so great that Government has not seriously 
considered whether to undertake revision or not. 

A.-Talking with the lat-e Revenue Secretary my impression is that. 
Government had really no intention to consider the question at present. 

The President. Q.-May I just· ask what action was taken on the pro­
posal of the Retrenchment Committ-ee that five per cent. alone should be 
horne by Government? 

A.-That was n<>t agreed to. 2-5 per cent. is still borne. In other res-­
pects Government gets something from stamps. Government nsecl to take 
only three-fourth. Now they take the whole lot. That is the only difference. 

Q.-They further say that the amount actually realised from the parties 
h somewhat more than 75 per cent. 

A.-Yes, that is t-he case because it is difficult to calculate exactly 
beforehand. To be on the safe side the settlement officers overestimate a 
little so that the actual receipt is more than the actual cost. 

c,l.-Yon already levy a tax on mutations? 
A.-25 per cent. of the purchase money. 
Q.~That is what is called salami? 
A.-Yes. Those are Government orders. But as a matter of fact it has 

been introduced comparat-ively recently and it has not been found possible 
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to carry it out in all cases. I know of Government estates. in Midnapoxn 
and Chittagong where the opposition of the tenants to th1s levy was so 
strong that Government decided not to levy the charge. 

Q.-You cannot prevent the splitting up of holdings? 
A.-It is not possible; they will do it with or wit~out perm1ss:on. 

There is a rule in Government estates that no transfer will be recogmsed 
-if it results in the balance of the transferor or transferee's rent being less 
than one rupee. Yet the transfer is made· for all practical purposes. 

Q.-Then you should not recognise it. ~ 

A.-The transferee's name is simply ·joined and they are jointly made 
responsible for the undivided holding. That is the legal position. Having 
.occupancy right you can turn him out only on sufficient ground; 

Q.-Is there no condition in the lease? 
.4..-,Vhen he uses land for agricultural purposes and pays rent he is 

·practically irremovable. 
Q .-Is there 110 provision regarding trans~er here? 
A.-No, the Act makes no provision about the transfer of land. This is 

one of the defects which has to bEl rectified by the new Amending Act that 
is under consideration. 

Q.-With regard to the fourth matter in question No. 104, you say that 
-this is possible only in a province where there are rents as distinct from 
revenue. You say it is not applicable to Bengal. 

A.-That is the comparative incidence of the land revenue. 
Q.-,Ve want to know if we can get the economic rents. 
A.-In the U. P. where you have the raiyatwari settlement you can com­

-pare the percentage. The rents are themselves assessments in those cases. 
Everything that the raiyat pays to the government is assessment of revenue. 

Q.-In the u·. P. the rent is fixed by the settlement officer? 
A.-It is paid direct to the government I understand. 
Q.-In raiyatwari area it is not rent; it is assessment. 
A.-Then you cannot compare rent with assessment. 
Q.-In a raiyatwari province the assessment even if it is normal is half the 

net produce and it is generally very much less than that. What we are 
trying to do is to find out samples in which lands have been let at com­
petitive rents. It will be great many times the assessment. We thought in 
Bengal you had no competitive rents. 

A .-Generally not ; there is very small proportion. 
Q.-Can you find any considerable number of samples of competitive 

rents? That seems to be the only way of getting hold of economic rents. 
A.-You can probably find a few samples in each district. In the course 

·of the settlement proceedings we record all rents actually paid and we can 
find out from these the competitive rents . 

.Si?· Pe1·cy Thorfi.pson. Q.-Can you generalise from that, because there 
wonld be good specimens and bad specimens. 

A.-Yes. I was not quite sure from this question whether it meant pres­
sure on the pe:rson• who actu:'llY pay revenue to government or pressure on 
the actual cultiVator of the soli to whom the revenue assessment is eventualtv 
passed on. · 

Q.--What share does th.., Government take of the economic rent? 
.1..-In Bengal it is a very small share. 
The Hon'b1e Sardar Jogendra Singh. Q.-Is it ith share? 
A.-The revenue which Government receives is ith of the total rental 

value. 
The President. Q.-You say chowkidari tax is intensely unpopular. 
A.:-Yes. It js partly because i~s incidence is very unfair. ·The assess-. 

ment ts left to a .l.lcal .panchayat whtch is open to all kinds of local iufluenc~ 
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to stand up against him. 

Q.-Is it not assessment by local panchayats that the politicians regard 
as ideal? 

A.-I suppose it is. But it will be better to ha>e a board. At present 
it is done by one man. He is called panchayat; but he is really one man. 

Q.-I thought the Collect{)r nominated a board representative of all classes. 
A.-The Collect{)r selects him. 
Q.-How much is he paid? 
A.-He gets 10 per cent. out of the collections. 
Q.-It does not come in on either side of the account. 
A.-It is all expended for purely local needs. Under the new Village Self­

Government Act the position has been rather changed. It is not purely 
a chowkidari tax any longer. They are entitled to spend a part of their 
money on roads and things of that sort. 

Q.-How do they fi:s: the amount they are going to assess? 
A.-I have not experience in that line. 
Q.-Is there no way of making it more popular? 
A.-If you ha>e an impartial man not liable to local influences to a"ess 

the tax it would be much better. Mr. Jack's idea is that you should divide 
the district up into small areas in each of which you would place one man 
who would stay there and make himself thoroughly acquainted with the 
conditions of the place and assess each particular family. 

Sir Percy Thompson. Q.-It would be costly. 
A.-The a>erage pay that you will ha>e to give for such a man will be 

somewhere about Rs. 150. Six such men will be required for each district. 
The President. Q.-The chowkidari tax has been turned into a local 

tax on circumstances and property in these Unions. 
A.-I do not know much of the working of the Union Boards. 
Q.-In the Punjab they impose a tax on circumstances and property 

which is levied by way of a surcharge on the chowkidari tax. Is there an 
appeal against the decisions of the Collector? 

A.-I do not know. I have not worked this system myself. I know that 
it is unpopular. 

The Maharajadhiraja Bahadur of Burd1can.· Q.-When you say that 
agricultural income is a reasonable source of taxation, don't you think that 
in your pro>ince with the exception of the zamindars and possibly the 
patnidars you would not get anything from the farmers. 

A.-If you maintain the p_resent limit you may not get much. 
Q.-:-Supposing thEJ J.in.lit is lowere~ to ~- 500 in the C!lse of agricultural 

income even then in Bengal you may not get much P 
A.-You can find quite a number of prosperous raiyats. 
Q.-Wbat number? 
A.-It is extremelv difficult to estimate the real income of a man in· 

terms of money when. he has comparatively few money transactions at all. 
If you go on a purely money basis probably you would find comparatively 
fev. That is why a person who goes and lives there and knows the general 
economic position of each family is required. 

The President. Q.-Do·you advocate that? 
A.-I think you would get larger revenue with fairer distribution. 
Q.-\\ould you find uncorruptible men? 
A.-:u.- experience is that the SetHement Kanungoes are a set of straight­

{1).-ward uH.n. The:r ha..-e got ample opportunities of making money during 
settlements but yet they are honest. 

Q._:.....Any set of men would have enormous temptation. 
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A.-I am afraid they would. Even supposing they take a little here ancl 
~her.!J I suppose the general incidetice would ~e fairer than it is nt present .. 

· Q.__,:.~~u say s-qccession duties would be e:>dremely difficult to col,lect? 
A -I mean the le.,.al difficulty. I remember discussing this with a lawyer. 

He s~id that there w~re a great many difficulties in regard to the joint family 
system. 

Q.-Do you think the registration of marriages would interfere with 
religion2 

A.-It would. 
Q.-It is already in force as regards Muhammadans in the Punjab and: 

Bihar. 
A.-They don't object to it. I.was thinking of the Hindus. They are­

very nervous when anything interferes with their customs. 
The l'tlahara.jadhiraia Bahadur of B~wdwan. Q.-It is rather difficult 

in the villages to collect _these things, is it not? 
A.-You will have to provide the registratwn officers and it will be very 

difficult. 
The President. Q.-It has been pressed on us by Indian non-officials and 

you oppose it. 
A.-I thought they woUld object. I never thought they would advocate it. 
Q.-You think that a tax on advertisements would be very unequal as 

the value of the advertisements depends upon different factors? 
A.-It depends upon where you put your advertisement and in what 

paper. 
Q.-You don't advertise where it would not be seen. After all it only 

c0nsists in the affixing of a small revenue stamp and it will be very simple­
to collect. 

A.-Yes, it is a very simple tax. But it would not bear any p~oportion 
to the value of the money spent on it. 

Q.-You think that a tax on patent medicines would be justified and: 
would be useful as the number is very large? . 

A.-I cannot say that; but the sale seems to be extremely large in Beng~l. 

Q.-You don't think that the produce tax suggested by Sir Ganga Ram 
would be workable? . 

A.-I do not see how it would be workable because transport is so verY. 
largely in boats in the whole of East Beng{\l. · · 

The Hon'ble Sardar Jogendra Singh. Q.-Would it be equitable to tax: 
only the surplus that goes out? 

A.-I am afraid I am not an expert taxationist, and I do not know very 
much about taxation. 

Q.-You say the rent amounts only to 10 per cent. of the total expendi.,. 
ture of a family in comfort. 

A.-I got this figure from Jackls book. 
Q.-How does he arrive at it? 
A.-He prepared a series of dpmestic budgets by personal house to house­

enq~iry and from the record-of-rights he ascertained· the average amount 
of rent and worked out the figures. 

Q.-Did he specify the area for which he worked it out? 
A.-He took the total cultivated area divided by the total population 

and that gave him the average area per h~ad. 
Q.-He has spoken about the particular district of Faridpur. 
A.-Yes. 
Q.-Then with regard to subletting of holdings, is it prevalent in Bep.gal? 
A.-You mean subletting oy the raiyat? 
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Q.-No, by the landlords and patnidars? 
A.-Yes, the landlords as a rule sublet to an intermediate tenure-holder 

.and they collect rent, and nuder him may come another intermediate tenure­
holder who collects simply rents and pays the first man and below him comes 
Ute man who actually cultivates. 

Q.-What would be the margin of profit for these subtenants? 
.-1.-It varies in different parts in Bengal. In making our settlement, 

-we allow ~ per cent. for the intermediate tenue-holder, 10 per cent. for 
the collectiOn expenses and 10 per cent. profit. That is what we allow in 
making our settlements. 

Q.-.Are the subtenants very important in Bengal or are most of the 
lands cultil·ated by the raiyats themseh-es? 

:l .. -A great proportion of them is cultivat!d either by the man who is 
legally defined as raiyat in the Tenancy Act or the man below him, but tho 
intermediate tenure-holders cultivate yerv little themseh-es. In some cases 

cthe proprietors would collect direct from the tenure-holders. 
Dr. Paranjpye. Q.-Then the tenure-holders have no other profession 

than merely collection of rents? 
A.-They do very little; at least a great majority of them are living 

·upon this income. 
Q.-Wllat amount of time is taken actually in the collection? 
A.-Very little, if any. He has got a gumasf<~. under him. They are 

;probably a very lazy class. 

21st March 1925. 

CALCUTTA. 

Sir Clllru.Es Tonmn.-nm, K.C.S.I., I.C.S., President. 
Sir BuAY ~I> lliHTAB, G.C.I.E., K.C.S.I., I.O.M., Maharaja.. 

dhiraja Bahadur of Burdwan. 
Sir PERCY Tno:m>soN, K.B.E., C.B. 
The Hon'ble Sardar JoG~'»BA SIXGH. 
Dr. R. P. PARL'I"IPYE. 

:Sir ALEXANDER MURRAY, Kt., and Mr. KENNETH CAMPBELL, 
M.L.C., wert. examined on behalf of the Bengal 

Chamber of Commerce. 

Written met1Wmndum of the Ben.gal Chamber of Commerce. 

Q. 18.-A.s a general principle the Committee are of the opinion that it 
-should be in exceptional circumstances and conditions only that the Govern-
-ment should establish and manage commercial or semi-commPrcial under-
takings. They agree with Dr . .Armitage Smith that " State production has 

. a tendency to check private enterprise; it weakens competition, establishes 
-routine systems, and discourages the introduction of new and !!lOre economic 
methods. The invigorating stimulus of competition and personal interest 
seems to be essentiai for progress." When commercial undertakings are 

-established and managed by the State the Committee consider that, as a 
-general rnle, a commercial return should be sought on the capital invested, 
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There may be instances where a bare return would be equitable, but they­
incline to the vie\v that ordinarily a commercial return should be aimed at. 
If such undertakings are· run at a monopoly profit the element of taxation. 
would appear; that is to say if the articles in question are sold at an• 
artificial monopoly price. 

Q. 18.-The Committee of the Chamber regard the dues in question !U! 

payments for services rendered. 
Qs. 23 and 25.-The Committee agree with the statemenil in question No. 23; 

but as regards question No. 25 they do not think that it would be feasible to· 
make any distinction between the various classes of the population. Nor do­
they think that it would be right to do so. In so far as calculating the burden. 
of taxation is concerned they would deprecate any separation of the popula­
tion into drinkers and non-drinkers, or smokers and non-smokers. 

Q. 24.-Practical experience in Bengal of a tax on entertainments does. 
not lead the Committee to recommend it. They admit that it produces a. 
fair revenue but, so far as they can discover, this revenue is derived to a 
considerable extent from the owners of places of amusement, instead of from 
the general public. Their view is that, altogether apart from any tax, 
the owners of places of amusement have gauged the extent to wh:Jh th9' 
public will pay. In other words they have been taught by experience that· 
if they charge more than a certain figure for admission they will reduce the­
attendance. Let it be supposed that the fee for admission is Rs. 5. It. 
may be assumed, the Committee think, that the proprietors of the place of 
amusement know that the public will not pay more than Rs. 5. An enter­
tainment tax of, say Re. 1 is then imposetl. The proprietors are thereupon 
faced with two alternatives: they may either add the tax to the price or 
admission, with the result that t'\le attendance will diminish, and the grcss 
revenue will likewise diminish; or, in the alternative, they may leave the· 
charge for admission unchanged and pay the tax themselves, in which case· 
the gross revenue will also be reduced, although the attendance may be· 
maintained. · The object of the tax is to make the person who frequents 
amusements contribute to the public revenues, and to a certain extent it may 
do this. But experience of it in Bengal suggests that it casts an undesirably 
heavy burden on the proprietors of places of amusement, inasmuch as they 
cannot pass it on, in its entirety, to the public. As regards question No. 95-­
where the tax is also referred to-the Committee would not advocate its 
extension. They agree with the quotation in the question, namely, that the 
tax is a source of much vexation to those from whom it is collected; and 
they think that the increase of older taxes would be preferable. 

l\Iuch that is said above in regard to the entertainments tax is applicable 
also to a tax on railway tickets. In the event of a tax being imposed on 
railway tickets great care would, therefore, have to be taken to ensure that th& 
tax was within such limits as would not result in a drop in railway revenue. 

Qs. 27, 28 and 29.-In answer to questions Nos. 27, 28 and 29, the Com­
mittee think it may be accepted that every member of the community should' 
contribute to the public revenues, provided the taxation does not react on•. 
efficiency. It would seem to be very difficult to prescribe a test for exemp­
tion in a country such as Itodia where the incidence of the tax might not be· 
more than a few annas. Taxes on the poor could hardly be other than in­
direct. Direct taxes on them would be very difficult, if not impossible, to.­
collect, and would be intensely unpopular. In the opinion of the Committee,. 
taxation should be a condition precedent to representation. 

Q. 30.-The Committee are not in favour of poll taxes. 
Q. ,3.3.-The Committee of the Chamber take the view that it would be 

unwise and undesirable to increase the rates of income-tax. Although the­
Indian rates may be lower than those which are now in force in the United 
Kingdom they are nevertheless high, and efforts should be made to reduce, 
rather than to increase, them. 1\loreover, higher rates would certainly lead 
to even more evasion than is practised at present. Vigorous efforts are 
being made, it is understood, to check this evasion. All such efforts have· 
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them more· difficult by increasing the rates of. tax. 

Q. 34.-The existing graduation scheme for income-tax is not considered 
by the Committee to be unsatisfactory, and they would not recommend any 
"hang" being made in it t~nder existing conditions. 

Qs. 85 and 86.-The Committee are disposed to answer questions Nos. 35 
and 36 in the negative. They quite understand that the principle of differen­
tiation, as between earned and ul1earned income, is generally recognised; and 
that allowances for wife, children and other dependants are in force in, for 
~xample, tlie United Kingdom. But they do not think that the circumstances 
and conditions of India at present are such as to warrant any attempt being 
made in either of these two directions. They would not advocate measures 
calculated to make income-tax more complex than it is at present. 

Q. 87.-The Committee do not support the Indian super-tax on companies; 
indeed they are of the opinion that it is one of the first taxes which should 
~e withdrawn as soon as financial conditions permit. But in the existing 
financial situation they see no alternative to it, and they do not, therefore, 
press their objection, provided that the tax remains at the current rate, 
and that the reliefs which are now available are continued. It has been 
argued, as the question implies, that the Indian super-tax on companies is 
analogous to the English Corporation Profits Tax. In fact the Central Board 
of Revenue (Memo. No. 84-I of the 28th January 1924) have declared it to 
be " really a corporation tax." But there are nevertheless material 
differences between it and the English Corporation Profits Tax. Section 
55 of the Indian Income-Tax Act of 1922 clearly lays down that, in respect 
of the total income of the previous year of any individual unregistered firm, 
Hindu undivided family, or company, thete shall be levied " an additional 
duty of income-tax (in this Act referred to as super-tax) ". There can be 
no question, therefore, that the legislature intended the tax to be an income­
tax and not a corporation tax. 

Q. 88.-The ComiD:ittee of the Chamber would not favour the withdrawal 
of the exemption of incomes derived from agriculture. 

Q. _fO.-The Committee are not without hope that the time is approaching 
wllen income-tax rates in India may be lowered rather than raised; and if 
this anticipation is realised it would be hardly equitable to reduce the exemp­
tion limit. 

Q. 41-The Committee agree that the reproach referred to has been, or 
at any rate is being, to some extent removed by the introduction of the 
newly created centralised system of income-tax control. For many years. 
they held the view that more efficient methods were required in the matter 
of the collection of income-tax; and they believe that these are now being 
introduced under the new centralised system. 

Q. 42.-To enforce the adoption of a standard form of trading accounts 
would ba, the Committee fear, an impossibility in this country. Trade is 
carried on under such varied conditions, and traders are of so many races, 
that it would seem to be hopeless to expect the adoption of any general 
stan(\ard form. 

Q. J9.-Publication, although it may tend to dimi'lish evasion, is not, the 
Committee think, desirable. It would be greatly resented in India, and 
would tend to make income-tax more unpopular than over. The employ­
ment of non-official assessors and commissioners was previously suggested by 
the Chamber in a memorandum submitted in 1921 to the Bengal Income-Tax 
Committee. The following is quoted from the memorandum:-

Appeals against assessments lie to the Commissioner, and the Chief 
Revenue authority is empowered to call for the record of any 
assessment proceedings and to pass orders upon it. There is no 
further right of appeal except, under certain restrictions, to 
tloe High Court with reference to the interpretation of any 
provision of the Act or Rules. 
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The Committee of the Chamber hold the view that the rights of 1\ppeal 
under the Act should be enlarged; and they urge that considera­
tion should be given to a proposal for the appointment of a 
Board of Commissioners. In putting forward this proposal they 
have in mind the General Commissioners appointed under the 
provisions of the English Income-Tax Act of 1918, and earlier 
statutes. For each county division there is appointed a Board 
consisting of not fewer than three and-except at the instance 
of the Inland Revenue authorities-not more than seven non­
officials. These are independent unpaid Commissioners, who are 
free from official control and to whom is entrusted the hearing 
and determining of appeals against assessments. Their decisions 
are final, and cannot be altered except l:ly order of the Court. It 
seems to the Committee of the Chamber that Boards of Com­
missioners, more or less corresponding to these, might be estab­
lished in India. It would not be perhaps desirable that they 
should supersede, as an appellate authority, the officer who is 
now styled the Commissioner .. But his orders should be appeal­
able to the proposed Board of Commissioners whose decisions 
should have the same finality as attaches to the decisionS of the 
Commissioners appointed under the English statutes. The pro­
posal appears to the Committee to be eminently worthy of serious 
investigation and consider&tion and they trust that it may be 
adopted. 

The Committee of the Chamber, although they put forward the proposal, 
recognise that it may be difficult in this country to obtain the services of 
suitable non-official Commissioners. 

Q. 44.-The Committee hold no s.trong opinion on this point. They are 
disposed to think that income-tax free securities are liked by investors when 
rates of income-tax are expected to rise, but are not so attractive when 
income-tax rates are likely to fall. · 

Q. 45.-So far as public companies in Calcutta are con!)erned, it is the 
practice to deduct income-tax when payment of interest on bearer securities 
is made. The Committee see no reason why the same practice should not 
obtain in respect of interest coupons attached to Government bearer bonds. 

Q. 46.-The Committee are of the opinion that, although certain conces­
sions and adjustments are still being discussed, the existing arrangements 
are not unsatisfactory. They are not disposed to urge any great change, as 
they think that the income-tax authorities are generally willing to meet 
nssessees reasonably as reg'ards refunds. · 

Q. 47.-The Committee do not advocate assessment on the three years_ 
average, as is the pr~ctice in England. The Royal Commission on Income­
Tax (1920) expressed the opinion that " the ideal basis for income-tax assess­
ment "·ould be the profits of the year for which the assessment is made." 
This system was brought into force in India by the Indian Income-Tax Act 
of 1918, the assessment on trading profits being made by means of an adjust­
ment. The system was abandoned in 1921-22 on the ground that it gave 
trouble, that there was an absence of finality of assessment and that there 
was delay in obtaining refunds. The Committee opposed the abandonment 
of the s~·stem, as they considered it to be as the Royal Commission said 
it ""as, an ideal system. It was replaced by the present method of assess­
ment on the previous year's income without adjustment; aJ;td, although the 
Committee regard this as a less desirable method, they wonld be opposed 
!o an:> further change. ~nt they ":ould like to see provision made for carry­
lllg forward losses. In thts connectton they quote the following remarks from 
their letter No. 64 of 7th January 1922 to the Government of Bengal. in 
which they commented on the Bill which is now the Income-Tax Act of 
192:l:-

By clause 25 it is provided that where au assessee sustains a loss in 
any vear, under any of the "heads of income specified in section 
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6, he shall be entitled to have the amount of such loss set off 
against his income, profits, or gains, under any other head. In 
connection with this clause, the Chamber supports the recom­
mendation that was made by the Bengal Income-Tax Committee, 
namely "that in the year in which it is incurred a business 
loS'! may be set off against a profit under another taxable head 
of income but that any loss carried forward to the next or subse­
quent years should be allowed to be set off only against the 
profit of the particular business from which the loss arose. The 
Committee think that allowance should be made for losses in 
this way for a period of three years only." It is the practice in 
the United Kingdom for losses to be brought into account either 
under the three years' average, or otherwise, and the Royal 
Commission in their Report recommend the retention of the 
principle of making provision for the loss on any year's trading 
benig set off against the prcfits of succeeding years. 

Q . .49.-Bpeaking generally the Committee do not favour the imposition 
of excise duties. 

Q. 50.-Bo far as the Committee understand this proposal, it does not­
seem to them to be impracticable. 

Q. 51-The Committee agree with this statement. If necessaries con­
sumed by the poor are to be taxed, salt is, they think, a very suitable 
article to select. 

Q. 52.-Tbe Committee think that the statement is correct: they are­
unable to suggest any commodity consumed by the poorest classes which is 
so suitable a subject for taxation as salt. 

Q. 58.-The Committee are of the opinion that the present rate is rea­
sonable. 

Q. 56.-In the opinion of the Committee such a protective duty would' 
be unfair to the Bengal consumer. 

Q. 78.-A tariff which is restricted to a few articles in common use, and 
in the nature of luxuries, would certainly be preferable to one extending 
over all imports. But such a tariff could obviously raise only a limited 
revenue, and it would seem to be impracticable in India where a large 
revenue is required from the tariff. 

Q. 79.-The Committee have no personal l'11owledge of such cases, but 
their attention was directed recently to the question of the duty on copra, 
cocoanut oil, and pepper. The question is dealt with in the following 
extract from a letter from the Calicut, Cochin, and Tellicherry Chambers 
of Commerce to the Associated Chambers of Commerce of India and Ceylon. 

Import duty, which from 1916 onwards was charged on the above 
at the rate of 7! per cent., was increased from 1921 to 11 per 
cent. and from 1922 to 15 per cent. 

We attach figures showing the revenue derived from the source of 
Bengal, Bombay, Sind and Burma from which it will be noted, 
as st<J.ted above, that the increased duty has resulted in a heavy 
fall in revenue. Madras figures are not included as these are 
negligible. 

The copra figures are very stril-ing and yon will note that imports 
from various ports have fallen from 24,722 tons in 1919-20 to 
596 tons in 1923-24, so that revenue from duty has fallen from 
Rs. 5,67,772 to Rs. 34,572 in the same period, notwithstanding 
the increase in the rate of duty. -The cocoanut oil and pepper 
figures are not quite so clear owing to the increase in the total 
imports, but it is obvious that the increase in duty has affected 
very adversely the importation of foreign oil. During the year 
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1919-20 and 1920-21, the total imports averaged ~,700,000 gallons 
whereas, during the three subsequent years they. mcr~ased al~ost 
to 5,000,000 gallons on the average. Foreign Importati?ns 
during 1919-20 and 1920-21 averaged 130,000 gallons but durmg 
the three subsequent years declined to 64,000 gallons. 

It is clear, therefore, that the expansion in trade has been met 
entirely by indigenous oil with the result that no additional 
revenue has accrued to Government although the trade has 
almost doubled. The same remarks apply to pepper. 

The effects of this increase of import duty, therefore, defeated its own 
end, which, presumably, was to raise more revenue. 

It is also stated that si1;ce the duty of 30 per cent. ad val01·em has been 
1evied on gold thread, there has been considerable smuggling ~f that ar~icle 
from French India to British India. The thread is said to be Imported mto 
Pondicherry and from there smuggled across the frontier without being 
assessed to duty. The resulting competition is said to be so keen as to make 
it ·impossible for importers in British territory to carry on business. 

Qs. 83 8!, and 85.-The Committe~ take questions Nos. 83, 84 and 85 to­
gether. They agree generally with the conclusion at which the Fiscal Commis­
·sion arrived on the subject of ad valorem and specific duties. This conclusion 
was defined in the following words in paragraph 276 of the majority report: 
" Our general conclusion is that while the Indian tariff must contain as at 
present ad valo1·em and specific duties and tariff valuations the system of 
specific duties and tariff valuations might be extended cautiously wherever 
-examination by the Tariff Board shews that this is likely to be in the general 
interest." It was pointed out by the Commission, and the Committee of 
the Chamber agree, that the system of tariff valuations works satisfactorily. 
"They do not think that importers generally take any exception to it. Im­
porters are consulted annually before the valuations are fixed, and they are 
given an opportunity of explaining to the Government what their views 
ns to the valuations are. As the Fiscal Commission observed, the case of 
sugar is one of special interest. The valuations in the case of this commodity 
are based on the average values for the twelve months preceding; and the 
system has undoubtedly worked satisfactorily for a number of years. It is 
now to be superseded, but for other reasons, by a specific duty. As regards 
ad valo1·em duties, the difficulty of fixing the value is of course considerable, 
-as experience of section 30 of the Sea Customs Act shows clearly. Specific 
·duties would necessitate a more elaborate tariff, seeing that they are levied 
on weight or measure irrespective of value or quality. But the Committee 
<lf the Chamber consider that a more elaborate tariff' would be in many ways 
advantageous, as they recognise that the existing J ndian tariff was framed 
<ln the basis of low import duties, and that it is not well adapted to the 
high rates that are now in force. 

On the subject generally, the views of the Committee are fairly expressed 
in paragraphs 266 to 276 of the Fiscal Commission's report. They find it 
oilifficult to make any suggestions as regards appraisement, except that they 
understand there is a feeling at present among importers that the Customs 
staff of appraisers at most of the ports needs to be strengthened. This is of 
course to be expected in view of the higher rates of duties which are now 
in force. 

Q. 105.-The Committee consider that no further taxation should be im­
p~sed on the development of, or trade in, minerals, or the possession of 
nnnes. 

Q. 119.-The Committee would be entirely opposed to any of these 
sngge~ted taxe~. The country has become; ac?ustomed to existing forms of 
taxatwn, and m the present state of affaus It would be in the opinion of 
the Committee, a mistake to disturb current arrangem~nts and to create 
further uncertainties as regards future developments in taxation. 
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~~ J\l~~'!'!ld\H' M!!rrar ~~ f4r. Kennef~ CallJ.J?he~ ga"e oral 
evi4ence as follows :- - - . 

Dr. Pa.ranjpye. Q.-In the case of commercial or semi-commercial under­
takings, you appear to think that Government should not engage in trade? 

A.-\\'e commercial people would say "no." 
Q.-Does your objection apply even to the undertakings in which prh·ate 

companies must have a monopoly, such as tramways, lighting, etc.? 
A.-We do not think that Government should be ruled out from embarking 

on snch undertakings. 
Q.-Electricity, tramways and lighting, these are the ldnd of ser¥ices 

I am thinking of. 
A.-We do not see any objection in Government or a Municipalitv doing; 

t~. -
Q.-Your objection does not apply to monopolistic undertakings? 
A.-Are such undertakings necessarily a monopoly? 
Q.-Yes, you cannot have two companies to supply electric light. 
A.-Well, there is competition for example between the tramways and the 

buses in Calcutta. It was private enterprise that started the tramways and 
it was private enterprise that started the buses also. 

Q.-It may occasionally happen that a private conveyance company might 
make the tramway company non-paying. 

A.-Yon cannot avoid it, the people would always prefer the cheapest 
form of transport. We don't think you can stop such enterprises. There 
may be another private company which will come in and start another h.-ind of 
conveyance. 

Q.-It requires a good deal of capital, capital is not so mobile in India. 
A.-We don't think so. We think capital has always been forthcoming 

when there is good business to develop. 
Q.-Don't you think that a well-established firm can always kill a com­

paratively_ weaker firm? 
A.-We do not think so. 
Sir Percy Thompson. Q.-Is not the difference between the tramways and 

the buses like this, that the former is a natural monopoly and the latter is not!' 
A.-That is right. 
Dr. Paranjpye. Q.-It may be e¥en necessary for the municipality to stop 

the tramway company? 
A.-We would not object to it, because we are always out for the cheapest 

form of transport. 

Q.-cheapest in the long run? 

A.-certainly. 
The President. Q.-With regard to the entertainments tax, yon say, it 

causes an undesirably heavy burden on the.proprietors. Can yon give evidence 
of that? 

A.-We can speak only of Calcutta where we have experience and we 
think for the most part the proprietors of the companies are paying the tax 
themselves. The rates ha•e not been in many cases increased to include the 
entertainments tax with the result that the proprietors have to bear the tax. · 
Thev are faced with two alternatives, either to add the tax to the price of 
adnrlssion and diminish the attendance or to leave the attendance unchanged 
by leaving the rates as they are and paying the entertainments tax themselves. 
The object of the tax was perhaps to tax the person who frequents the theatres,. 
but in Bengal it is found that it has not affected the person who fMquents th~r 
theatres, but the proprietors of the theatres. 
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Q.-Do you think any companies have gone into liquidation? , 
A.-'-We understand both the Bandman Company and Madan. Company 

'have done very badly since the tax was impo~ed. It may ?e due m part to 
the entertainments tax though we cannot put 1t down to th1s. rea~on for cer­
·tain. It may be also due to the after effects of the war. Durmg the war 
people had more money to spend on these luxuries. 

The Maharajadhiraia Bahadur of Burdwan. Q.-There is no doubt that this 
·tax has hit them. 

A.-Absolutely. It is an undoubted fact that it has hit them very ~ard. 
The tax was originally intended to fall upon the people who were leadmg a 
luxurious life, but now it is otherwise. 

Q.-I wonder if you can give some figures for this. 
A.-We think we could get out figures in Calcutta to show how these com­

panies were faring before the entertainments 'tax and making profits and 
·how they are now making losses. 

Dr. Paranjpye. Q.-They were making exorbitant profits before·? 
A.-We are talking of making profits as wei! as losses. Now they are 

making very great losses. It is impossible to draw the line b.etween the effects 
of the entertainments tax on the profits of these compames and the after 
effects of the war. It may be also due to the general decline of the prosperity 
of trade. 
· The JJiaharajadhiraja Bahadur of Burdwan. Q.-If you could get us thE> 

figures, it will be very helpful. If it came from your Chamber it would be 
·very helpful to us. 

A.-We think we might be able to give you the figures foi· the Turf Club 
if you want them. That is one of the taxpayers, though they do not pay 
very much in the shape of entertainments tax, mostly they pay betting and 
totalisator taxes. Anyhow we can get you the figures. But with regard to 
-thi!J other figures, we can write to those companies, putting forward oui: view, 
nnd we hope they will be able to supply figures. 

Dr. Paranjpye. Q.-What has been the effect of this betting tax? 
.4..-Ail the people who pay this tax say that it has hit them very badly, 

because they have got to pay the tax of 4 per cent on all the winnings. Before 
the tax was imposed a man might w;in and lose Rs. 5,000, but would be all 
square in the end. Now on the same figures he will be down Rs. 200 which he 
has to pay on the Rs. 5,000 which he wins. It is becoming gradually a drain 
on their betting capital. 

Sir Percy Thompson. Q.-The suggestion in England was to make the tax 
'20 per cent. 

A.-We think people in England bet in very small sums. In Calcutta the 
a~t<:ndance in the first enclosure is three or four thousand people and if you 
d1Yide the total amount collected over four thousand, we think the incidence 
would be extraordinarily high. We think there is another tax in Australia a 
-tax of so much per ticket. We think it works much better than this. But it 
"'lJaY not yield so much in India. 

The Presiclent. Q.-Would the Turf Club be disposed to give us their com­
ments on the working of this tax? 

.4.-We think we'could give you their comments as far as the entrance fee 
tax, betting tax and the totalisator tax are concerned . 

. Dr. Para7.tjpye. Q.-You say in your written statement that in the opinion 
of the committee, taxation should be a condition precedent to representation. 
Po you mean by that direct taxation? 

-~.-You ask in your _questionnaire whether taxation is a proper accom­
pannnent of representatiOn and should every member of the community pay 
a tax of some sort. We say, "yes," to that question. We would even go to 
the length of saying "yes" to your question now regarding direct taxation . 

. Q.-In that way if poor people pay only indirect taxation, you would not 
pve them a vote? 
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A.-If a man were to pay direct taxes, he would have something tangible· 
t? ~o on, and he would be inclined to look to his representatives in the Coun­
cil m a way that he does not do in the case of indirect taxation. 

Q.-In England where practically there is manhood suffrage n large· 
number of people do not pay any direct taxes. · ' 
. A .. -We think there is a very great difference between England and India 
m thrs respect. In England almost everybody is educated and can read the 
newspapers a~d understand problems in a way the masses in India cannot. 
understand them. Personally we should say that until such time as people 
are able to understand the benefits of representation, direct taxation should 
be a condition precedent to representation. 

Q.-What will be the effect on the local bodies whose tendency is to have 
indirect taxation, at least it is their mainstay? 

A.-We do not think that anybody should vote in a municipality, of 
which we have considerable experience, unless he has some sort of direct taxa­
tion to his credit. At least nobody should have a vote unless he pays rates in 
the shape of direct taxation. 

Q.-According to your suggestion there will be very few voters and their 
representatives will practically shift the burden of taxation on to the pool" 
people by means of indirect taxation. 

A.-We do not agree with that. We say in the municipalities nobody. 
should have a vote unless he pays something in the way of direct taxation." 

Q.-Have you got octroi in Bengal? 
A.-No. 
Q.-You would not encourage indirect taxation? 
A.-No, except perhaps the terminal tax on the lines indicated in our 

statement. 
Q.-We saw in many other parts of India that there was great objection 

to direct taxation in municipalities, and reliance was placed only upon octroi 
or terminal taxes which are indirect. 

A.-Bengal is more advanced than the other provinces you speak of. 

Q.-I only wanted to show that if votes are given only· to those people 
who pay direct taxation, the number of voters would be very small and the 
tendency of those voters and their,representatives would be to lay emphasis oo· 
indirect taxation. 

A.-We are very strongly of the opinion that the only way you wouldl 
be able to bring home to the people in India the benefits of having represen­
tatives in the local bodies is by means of direct taxation. 

The Hon'ble Sardar Jogenrlra Singh. Q.-Would you favour adult 
suffrage without any qualification of direct tax? 

A.-We are entirely against adult suffrage. 
Q.-Because the right stamp of men may not be able to get into the· 

Councils? 
A.-Yes, it is there that the difference between Western Countries and: 

India comes in. 
Sir Percy Thompson. Q.-In answer to question No. 33, you say, that it 

would be unwise and undesirable to increase the rates of income-tax. What 
is your objection? 

A.-We feel so. Take the income-tax, previous to the war, it amounted to 
something like 2 or 3 · crores but now it has been pushed up to 20 crores Oil 

so. 
Q.-Supposing more money had to be raised, would you say that it 

ah.,uld not come out of income-tax but should be raised by some other tax? 

A.-We feel about the income-tax that it ought to be reserved against 
special e>entualities just as in the case of the last war. It should be always 
kept in reserve for such extraordinary occasions when it_ can be tapped very 
easily. As soon as that is over, the high rates should agam drop down. Then. 
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if there is another war on the f:wntier or anywhere else, income-tax can be 
tapped at once and will help to supply ready money. 

Q.-If you lower the income-tax, you would have to tax something else 
more heavily? . 

A.-The revenue in India is peculiar, it depends on many more things like 
monsoon, etc. The expenditure also depends on man;y things. such as t~e 
troubles on the frontier. We consider that income-tax ts a parttcularly smt­
·able tax to have as a stand-by and it should drop when ordinary circumstances 
prevail and rise when there are extraordinary circumstances like war. 

Q.-Practically it is the only tax which is graduated with regard to wealth. 
A.-That is so. 
Q.-If you bring it down to a low rate, your graduation is more or less 

gone. 
A.-The tax before the war was 5 pies in the rupee; it has now been 

pushed up to 1 anna 6 pies, and the super-tax has bee~ P';lshed up to 6 annas 
which is relatively higher than the top rate in Great Bntam. 

Q.-There are various layers of income round about Rs. 4,000, 5,000 and 
6,000 a year which are taxed very much lower than in other countries. 

A.-That is only natural. We do not think that our taxes are on a basis 
which are comparable with those in England. Our point, when we said that 
taxes were high, was that they were relatively higher than the rates i~ pre­
war days and while we submitted to them on account of the exigenctes of 
war, we now think that an effort should be made to reduce taxation. 

Dr. Paranjpye. Q.-If you are going to gh·a up a portion of your income 
from income-tax and if the only alternative was to raise the a!tlt tax to that 
·extent, which would you prefer? 

A.-It depends on the existing levels of the salt tax and income-tax. 
What we mean is that the salt tax at Rs. 1-4 is a more reasonable tax than the 
existing graduated rates of income-tax. 

Q.-You propose that the rates of incQme-tax should be lowered and conse­
quently you propose to give up a certain amount of income now derived 
from income-tax. How would you make this up? 

A.-It is not necessary to make it up by increasing the salt tax. In the 
past year or two expenditure has dropped materially. On the other hand, the 
cotton mills are doing badly, the jute mills are working only 4 days in the 
week and trade generally is not normal at the present moment. We hope 
that the expansion that will take place in trade will make up for any reduc-· 
tion in income-tax. We only say that if there is to be a lowering of taxation, 
the income-tax payer ought to be taken into account. 

Sir Percy Thompson. Q.-I am afraid I do not understand your answer 
·to question No. 37. The whole of the income-tax system in India is directed 
to the taxation of individuals. If you tax a company, you are really taxing 
the individual shareholder through the company. 

A.-That is not what has been decided in Bombay. In Bombay they 
.decided that it is the company itself that is taxed and not the individual 
shareholder. 

Q.-It is the company itself that is being taxed, but that is a mere matter 
of machinery. ·what you are really getting at is the income of the various 
individuals who c~mpose the company. You have an .income-tax, a super-tax 
and on the top ot that a super-tax on the profits of mcorpor~.ted companies 
and the justification for this last tax is that the privilege of incorporatio~ 
.giv"es a company advantages in the matter of corporate finance. 

A.-So it was at Home. 
Q.-I suggest that the Indian super-tax on companies is entirely analogous 

.to the English Corporation 'fax. 
_ A.-No_; the~ are not cot~tparable, because the allowances that were given 
~n connectt?n wtt!' Corporatton Tax at Home are not the same as are given 
m connectwn wtth super-tax on companies here. The only comparison 
between them is that both are on c< mpanies. 
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Q.-The tax in England :was 5 per cent on the profits of companies. 

A.-Yes, but there you gave an allowance of £500 only before you began 
to tax; here we allow Rs. 50,000. There is in other respects also no compnd­

. son between the two. 
Q.-In general structure the two are the same; broadly speaking, it is a 

tax on profits. 
A.-The difference is very material; in our opinion the only analogy 

between them is that both are on companies. 
Q.-On what ground do you object to the Indian super-tax on companies? 

Is it not a fact that the company gets advantages in the matter of corporate 
finance? 

A.-No more advantages than they get in any other country. 
Q.-But do they get any advantages? 
A.-Yes; we personally think that they have advantages and that every­

thing should be done to encourage them in order to attract capital into 
business and that nothing should be done that would stand in the way of 
companies being formed, so that the industries of the country may be developed. 

Q.-Do you think a company has an advantage over a private firm? 
A.-It has the advantage of limited liability. 
Q.-From the public point of view? 
A.-Somebody may collect a number of people to be formed into a company 

to embark .on some enterprise, where. no single individual may be able to do· 
it. 

Q.--Buper-tax is not paid on the reserve of a company, whereas it is paid 
on the parts of the profits of a firm or individual which are put to reserve; · 
is not that an advant~ge which a company gets? 

A.-Th.at is so, put a cop1pany pays income-tax and its own super-tax on 
all its profits the same as a private individual. We agree however that some­
thing ought to be don!J about one man companies. 

JJr. Paranjpye. Q.-Would you be satisfied if the income-tax on companies 
were levied on all profits over a certain percentage of income made by the· 
.companies? 

A.-We will reply to that, if we may, with certain figures. The ordinary 
paid-up capital of the jute mills jn Bengal on which dividends are declared 
is ,abo~t 13 cror~ of rupees. Th!J f11nds in the business, including reserves 
imd undistributed profits, amount to about 56 crores of rupees. Therefore we 
would strongly object to the rate of dividend declared on the ordinary capital 
being taken as a basis for taxation. 

Q.-You say the i!lterest should be on 56 p!us 13, or 69 crores of rupees? 
A.-The 56 includes the 13. . 
Q.-What the companies ought to have done is to have distributed the 

surplus money to the shareholders long ago. 
A.-That is what other companies have done, thereby contributing to their 

financial difficulties in times of dull trade. · 
Sir Percy Thompson. Q.-What do you mean by saying that the committee 

of the Chamber would not favour the withdrawal cif the exemption of incomes· 
d~rtv!Jd frow agrie1~l~~f-e? 

A.-It has always been the policy of the Bengal Chamber of Commerce to 
accept the permanent settlement of Bengal and they therefore. would not 
advocate anything in the nature of a tax on income being superimposed on 
this permanent settlement. 

Q.-Do you think it would be a breach of the permanent settlement to 
apply a ·general tax? 

A.-That has been the policy of the Chamber. They recognize that the 
hands of Government so far as the settlement of land revenue in Bengal 
is concerned, are tiel by the acts of their predecessors. 

Q.-In 1860 they were subject to the tax. 
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A.-Government soon took that tax off. 
Q.-I do not know whether the imposition of local. cess was regarded as 

a sort of bargain in consideration of being free from mcome-tax. . 

A.-We would not have any_ objection to a local cess. We consi~er thnt 
all lands in Bengnl whether permanently settled or not, should be hable to 
local taxation in th~ shape of a cess for the making or improvement of roads 
or for ~nnitation or drainage or education or any purely local purpose. 

Q.-You do not oppose withdrawal of the exemption of agricultural income 
for any other reason such as that it is not worth collecting? 

A.-No. 
Q.-Your reply to question No. 43. Assuming you can get the services of 

non-official Commissioners in places like Calcutta, Madras and Bombay, would 
it no;,..be impossible to get the type of persons required over the greater part 
of India? 

A.-We are inclined to agree. There would be difficulties even in Calcutta 
and it is with considerable diffidence that the suggestion is put forward. 

Q.-How would you set about it in Calcutta? Do you think a represen­
tative body of business men could be got together to act in an unpaid capacity 
as a tribunal against the decisions of the income-tax officer? · 

A.-You have largely the same type of men in Calcutta as you have at 
Home. 

Q.-Do you think a sufficient number could be found who would be willing 
to do the work? 

A.-We are only expressing nn opinion; we think a sufficient number could 
be found in Calcutta. · 

Dr. Paranjpye. Q.-Don't you think that the people that would generally 
be taken as Commissioners would be from the very top and they would pro­
bably not be so familiar with the circumstances of the people of lower incomes? 

.4.-That is an objection. 
Q.-Such Commi~sioners might be able to give a fair opinion on the profits 

obtained by big companies, but not of small traders whose income is, say, 
Rs. 10,000. 

A.-We accept that. 
Sir Percy Thompson. Q.-How would the tax-payers generally like infor­

mation as to their incomes being disclosecl even to this representative body 
of Commissioners? 

A.-speaking generally, they would not like it. 
Q.-The only result \Vould be they would not appeal. 
A.-Even that would serve a purpose. 
Q.-Don't you think it possible to have this system of unpaid Commis­

sioners in some of the bigger towns? 

A.-We advocate that. We recommended this proposal to the Bengal 
Provincial Taxation Committee in 1921, but this is largely a matter of 
indh·idunl opinion. 

Q.--can you say what objection is taken to it? 

A.-We do not think the officials then1selves are particularly keen about 
it. 

Q.-It is said that bearer securities afford faci!jties for the evasion of in-
come-tax. The trouble arises in the case of foreign securities. 

A.-We never pay without deducting income-tax. 
Q.-It is not the case with. Chinese loans held in India. 

A.-We think there are more Russian bonds than Chinese bonds in India 
at the present moment. 

i Q . .:....Tnke, for instance, British War Loans. 
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A.-We do not think in this case much income is brought into this 
-country; we do not pay unless the income is actually brought into this 
-country_. 

Q.-We have been told that there is a good deal of emsion. 
A.-If it is on foreign securities. we cannot deal with it. Be<>rer securities 

in this country should not escape- taxation; if they do, there is something 
wrong with the system. 
- Q.-A sugge.o;tion which has been made to us is to take it by menus of 

a stamp on the coupon. 
A.-In actual practice we have not met with cases where they have escaped 

taxation; we do think that on interest accruing here on bearer bonds a tax 
ought to be paid in this country. 

Q.:-There is great trouble in getting interest on bearer bonds. 
A.-We do not think it arises in this country. 
Q.-Probably there are not very many foreign securities held in this 

-country. 
A.-No. 
Q.-Do you think the scheme for avoiding double taxation is working all 

right? 
A.-Up-t<Hiate it has worked all right. 
Q.-You make a suggestion that losses should be carried forward. 
A.-Yes. We have tried all the ways; we tried the ideal basis for income-

tax assessment, viz., the profits of the year for which the assessment is made, 
.and it was stopped because in actual practice it was found to be inconvenient. 

Q.-Even that would not help you in carrying forward losses. 
A.-We feel strongly on this question of losses; we feel we ought to carry 

forward the losses; it is like the tax on the totalisator. 
Q.-How many years do you want to carry forward the losses for? 
A.--Bay two years after the year of loss. 
Q.-In a fluctuating business, if you tax on a one year basis, you might pay 

a very much higher total income-tax than if you tax on averages. 
A.-Yes. 
Q.-As a matter of fact the Royal Commission in England recommended 

the previous year basis; but I rather think that opinion has now changed 
~ound. 

A.-They said that the ideal basis was to take the profits of the year for 
which the assessment is made. 

Q.-How can you work it? 
A.-We were working it. In Calcutta where we keep proper accounts it 

worked very well; the trouble was up-country. 
Q.-The trouble is that every account has to be re-opened and it means a 

-double amount of work. 
A.-That is so. We are quite satisfied now. We do not want to change 

the income-tax system every year. 
Q.-You are quite satisfied with the previous year basis? 
A.-If yon would allow us to carry forward the losses with a time limit 

to be fixed. 
Q.-Supposing a man had two businesses, he would be entitled to write-off 

the losses in one against the profits in the other. 
A.-Yes. 
The President. Q.-You have not given any answer to question No. 91 

regarding evasion of duty on share transfers. It is a point which affects 
Calcutta more than any other place. 

A.-It is not evaded on share transfers actually registered in Calcutia, 
lmt many are not registered. 

Sir Percy Thompson. Q.-What happens in the case of a blank transfer? 
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A.-The shares pass through manyhands .. We sell the shares to you, yow· 
sell to another without filling in any name m the transfer form, he does .. 
similarly and so on, until it passes through may be ten or more haJ?-ds. .When 
it comes to dividend time, the then holder of the transfer may reg1ster 1t and 
one stamp duty only is paid. 

Q.-Does not the same thing happen in England on the stock exchange? 
A.-In effect it is the same thing, except that you have a settlement 

fortnightly, whereas you may have a registration here, say, once in six months.­
Dr. Paranjpye. Q.-The same thing happens often in the case of sales· 

of house property. 
A.-That is exceptional and cannot be compared with the practice obtain-

ing in shares. , 
The P1·esident. Q.-Is there any remedy for th~s. evasion in the ~ase of, 

shares, short of making it compulsory to pay the d1v1dend to the reg1stered' 
shareholder P 

A.-We do not know of any. This question has repeatedly been discussed,· 
by the Chamber and they have never been able to suggest a real solution. 

Q.-Is it compulsory for you to pay? 
A.-Several companies have definitely said that dividends would only· 

be paid to registered shareholders. But a bank or some one of standing 
may hold different certificates under blank transfers and say "we hold the" 
shares belonging to so and so, or registered in the name of so and so; please 
send us the dividend warrants" and they undertake to keep you free from 
any claims and you hand the dividend warrants over to them. 

Q.-Would there be any objection on the part of the Managing .Agents otc 
the Company to legislation to this effect being enacted P 

A.-We do not think there would be any great objection to legislation· 
being enacted to the effect that the dividend on shares should only be paid 
to the registered shareholder. In a case like that, we put into the Post Office· 
warrants for dividends in registered covers addressed to the last registered 
shareholders. Then somebody may come in and say " I am holding these· 
shares " ; you tell him that he has not registered; then he registers probably 
or if a bank would write and say that they hold themselves responsible, they· 
may get the warrant from the man last registered who is in the position of a. 
trustee. If the ultimate holder wants him to pass it on, he cannot keep it. 
So if a law is enacted to the effect that dividends would be payable to the· 
registered holder, it will only be confirming what now is the general practice· 
with many companies. 

Q.-It would confirm the six-monthly practice. 
A.-Not entirely necessarily, but we would send the dividend warrant to· 

the registered shareholder and he, being a trustee, is bound to pass it on. 
Sir Percy Thompson. Q.-Would not the man who has got these transfers 

and does not register them be afraid that the registered holder would become· 
bankrupt? 

A.-He is holding the transfer and the certificate itself and nothing can• 
be done to transfer to anybody else. 

Q.-Is there no reason why the registered holder will suspend it? 
A.-Nobody has done it to my knowledge. Very often a registered holrler· 

will not bother himself to do anything and the warrant gets lost in which 
event. h~ and the ultimate hol~er go to the company and say "w~ have lost 
the·d1v1dend warrant, please 1ssue a duplicate." .After due advertisement 
in the news1~apers and ~otice to the previous shareholder, the company then 
proceeds to 1ssue a duphcate. 

The President. Q.-Is not there also a certain amount of evasion in the 
stamps being used twice over? 

A.-,Ve have never come across it in actual practice. It may be the case. 
Q.-With regard to minerals, we want to remove the anomalies in tho 

system of taxation ~nd put it on proper lines. The suggestion is that you 
>hould have three kmds of taxes. One would be a uniform tax on raisings: 
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-or despatches; another would be a special tax on the royalty of the zruniudar • 
and the third would be a specific tax on the income of the companies. ' 
. A.-~e first is a natural tax, already le>ied; the second is a new thing; 
~n the third case, we are not prepared to agree that any further tax should 
be put on except income-tax. 

Q.-Is it not au unearned increment? 

A.-It is a wasting asset all the same. We think that royalties·and income 
~ught to be asSessed to income-tax. We are not in favour of any other form 
of tax being put on them. 

The Maharajadhiraja Bahadur of Burdu·an. Q.-Regarding the royalty, 
there have been adverse judgments. It is said that the Government ha>e no 
right to it under the terms of the permanent settlement. Therefore, that 
question is not so easy to answer as the question of charging income-tax on 
the companies. 

A.-We would be in favour of putting au income-tax on royalties earned by 
the proprietors just as you make the profits of the company working the mine 
pay jncome-tax and super-tax. And we would be in favour of the cess being 
calculated on the basis of the raisings or despatches. But we do not think that 
any additional tax ought to be placed on either royalties or profits, becau8e 
one is the profit of the proprietor and the other is the profit of the worker 
of the mine. 

The President. Q.-Both profits have the element of windfall. 
A.-That may be the case with regard to the original proprietor of the 

mine. . But subsequent purchasers have paid hard cash for it. As regards the 
worker of the mine it is not a windfall because he has got to pay royalty aud 
all expenses of working and we do not see how the worker of a mine is diffe1·ent 
from the owner of a mill. 

Q.-lf you impose a fiat rate, you would be penalising a small company 
"lmrking the worst coal. 

A.-That is true. 
Q.-That is why the profits should be taxed·. 

A.-Profits do not necessarily accrue to the man with the best coal but to 
the man who works the mine best. We ha•e not really consideT?d the question. 

Q.-You ha•e nothing to say with regard to question No. 147. 

A.-The small committee of the Chamber who discussed this matter did 
consider que..-tion No. 147. Their feeling was that unless they had something 
substantial before them, something tangible, they did not feel competent to 
express an opinion. Because while the questions put in front of them were 
.questions suitable for discussion theoretically, they were not able to deal with 
them from a practical point of riew. 

Q.-Could you not arrive at a practical point of view by applying those 
methods to the different taxes? 

A.-But you would ha>e to take into account what the actual revenue is 
from the different kinds of taxes, in order to see what the ultimate result would 
'be. Theoretically, you could answer the question; but practically, unless you 
know what would be the result of ibese measures, you cannot arrive at any con­
clusions. For instance, take the question of import and export duties. It 
would be held that in•port duty should go to the Central Government .. Bu~ 
-take the export duties. You could almost earmark where the particular 

· articles come from. For instance, jute comes from Bengal; tea from .Assam, 
Bengal or Madras· so that you might say that a particular province might 
get the benefit fr~m particular articles. And we prefer to see the act_ual 
figures before we say anything on it. We think that unless we have a pu~ew 
.of the whole thing in front of us it is >ery difficult to express an opiruon 
regarding particular duties. 

Q.-I am afraid we would be travelling be_Yond the te~ of ref~rence if· 
we attempted that. We are asked to decide the questiOn, for Instance, 
whether it would be right to allocate the proceeds of an export duty to a pro-
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vince which has a monopoly of the produce and leave it for ~he Government of 
India thereafter to look at the figures and decide the quest10n. 

A.-We sta,te the point of view ·discussed in our 9om~n£t~e an~ these are . 
the views we held; and we feel that we would not be JUStified m gomg beyo)l(J 
that. 

Q.-Would you not like to discuss the principles? 

A.-No, Sir; because they are ve:·y d~flicult to apply in.practice .. These_ 
are the theories laid down by econonnsts m Western Countnes. The cuc:um.­
stances in India are different so far as these things are concerned. It 1s a 
country hy itself. In the Reforms report ~t was s:uggested that the Govern­
ment of India should come first and get the1r taxat10n and the balance should 
be set aside for provincial purposes. Now taking the Government of India, 
successive Finance Members have said that the budget is a gamble in rain and 
in frontier troubles and so on. One year we may have good trade and another 
year we may have bad trade. Income-tax and customs duties are things, for 
instance, that ought to be kept in the hands of the Central Government in 
order that they may rise or fall according to the several demands put on ~hem 
as a result of untoward circumstances happening in the country. On the 
other hand, taking the provinces, the programme of the provinces is more 
or less a settled one. There is no war and famines are insured against. You 
know what is in front of you. There is a limited liability under ordinary cir­
cumstances. Therefore, the .taxes that should go to the provinces, it seems 
to us, ought to be earmarked and should not be those which rise and fall. · 

Q.-One of your principles would be that the Central Government must 
take the more elastic taxes? 

A.-Yes. 
Q.-Would one of your principles be that whatever taxes are imposed for 

imperial purposes, they must be imposed at the same rates over the whole 
country? 

A.-Yes; because it would not be fair to put a higher rate in one province 
and a lower rate in another province. 

Sir Percy Thom.pson. Q.-With regard to income-tax you get complaints 
from a province like Bombay that it is getting no share in the increased trade 
acth·ities of the province. 'fhe same may be the case in Bengal. Is not there 
substance in that? 

A.--Yes; there is a good deal of substance and we sympathise with Bengal 
and Bombay. 

Q.-Shonld not the income-tax, although centrally administered, be shared 
by tho provinces? · · 

A.-It was shared under the process of divided heads. We feel that it is a 
tax which should not be applied for ordinary nation building purposes but 
retained as a rising or falling reservoir against untoward circumstances. If 
Y<:>U earm!lrk a particular proportion for a particula1· province and that pro­
vmce proceeds to expend it in sanitation, education and things of that :;ort and 
the income suddenly falls away or is required for a war what is the province to 
do? ' 

Q.-rhat is. true; in Engl~nd .the income-tax was imposed for the purposes 
th~t you mentiOn. But I thmk m most of the countries of the world income­
tax is .now really by f?rce of necessity becoming the main engine of taxation 
~nd will. ha,'e to remam so for an indefinite time. It is so not only her.e but 
111 Amenca, France, etc . 

• 4..-But the complicati~ns are not the same at Home as you have here. At 
Home you have _the Imperial Government ~n~ the local bodies; but here you 
hav~ the .Impenal Government, the ProvmCial Governments and the local 
bodies. 

Q.--;-You say that income-tax ought to be reduced to the minimum when 
~h~re 1s no war. I think in some of the countries it has been recognised that 
lt IS the main means of raising the income ef the Government, 

y 
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A.-But it is one which rises or falls with untoward circumstances. 
Whereas in the provinces where they have their liabilities before them, they 
ought to ha>e a more or less steadily expanding income to meet the liabilities; 
and not an income like the income-tax going up or down-going up with a 
war and coming down with a surplus budget. 

Q.-Suppose you gave a share to the provinces; it would be still open to 
the Central Government to increase the rate without increasing the proportion 
which goes to the provinces. It may be steady for the provinces and a vary­
ing rate for the Central Government. 

A.-We have not contemplated that. We have not gone deeply into the 
question. 

The President. Q.-There is the Australian method of giving the income­
tax on the smaller incomes to the States. 

A.-We do not agree with that. If this subject had been discussed fully in 
our Committee, we might have been free to express an opinion. But as this­
has not been discussed already, we do not feel at liberty to express an opinion. 

Q.-There are two new taxes suggested: tobacco and inheritance duties. 
Would yon, generally speaking, approve of these? · 

A.-If you want onr personal opinions we may say this: we understand 
that the death duties are at present provincial and that committees are 
already sitting in Bengal and some other provinces to discuss this subject. The 
feeling of onr Committee was that we should not express an opinion on this 
pending the reports of these committees. Because we see some difficulties in 
the way of imposing death duties. But if it is reported that there are no 
difficulties in the way, we should be prepared to consider the possibility of 
impo,-ing them. 

As for tobacco, it seems to come in along with other things that are now 
liable to excise duties. But we have amongst our members people interested 
in tobacco and therefore, we think we would not be justified in saying any­
thing on the subject. 

Q.-What do you say about patent medicines? 
A.-Personally, we do not see wliy they s!tould not be taxed. 
ey.-Aerated waters? 
A.-We would object; because anything that goes to the health of the 

people ought not to be taxed and we maintain that aerated waters are a 
means towards good health. For instance, • formerly in the mill areas 
cholera and other diseases were qnite common. But since introducing aerated 
and filtered water, the incidence of ill-health has fallen. 

Mr. ALEXANDER KINNEY, Administrator-General, Bengal, wa$ 
next examined and gave oral evidence as follows :-

Dr. Paranjpye. Q.-I see in Bengal that you have been considering the 
question of death duties. 

·A.-Yes. 
Q.-Generally in England there are three kinds of death duties, Estate 

duty, Succession and Legacy duty. 
A.-Yes. 
Q.-But Legacy and Succession duty are not both charged? 
A.-No. So far as I am aware. 
Q.-Both are of the same nature? 
A.-Yes. They are on a sliding scale. 
Q.-You suggest that if introduced in India, death duties should take 

the form of both. 
A.-I am rather inclined to change my views. 1 suggest ouly tw? duties, 

namely Estate duty and Settlement duty. At present you hav~ vanous per­
sons executing trusts. You get a stamp duty on that and nothing further. 



351 

Sir Percy Thompson. Q.-That was the law in England till 1909. 

A..-Yes. ·· 
Dr. Paranjpye. Q.-There should be a graduation according to the degree 

of relationship under settlement duty. . . . . 
A..-I am inclined to take the other view. Owmg to ~he cond1t1ons m 

India fix one duty and collect it once for all when the deed 1s executed. 
Si1• Percy Thompson. Q.-::-Would you exclude that property from the assets 

of the life tenant when he dies? 
A..-You must. 
Q.-How would the partition of a joint Hindu family come in? 
A.-You can stamp the partition deed. 
Q.-The settlement duty? 
A..-Stamp the settlement deed. To my mind it is an easier mode of col­

lecting revenue if you stamp the deed. Then you are done with it. You get 
the revenue at the initial stage and you are finished with it. 

Q.-Meanwhile you lose the estate duty on the successive passages of the 
property. 

A.-If a person who has got a vested interest dies his-legal representative 
will have to take out representation to his estate. Supposing you have a mar­
riage settlement where the life interest is given to husband and wife and 
the ultimate trusts are for the children, and supposing one of the children dies 
after having obtained a vested interest in the property under the settlement. 
Here representation would have to be .taken out before the trustee could get a 
legal discharge. . 

Q.-The usual form of settlement is a transfer of the trust for the wife 
during her lifetime and on her death to the children. The children do not 
obtain a vested interest in her lifetime. 

A. .-They have, in my opinion, vested interests subject to the life interest; 
lt is a vested remainder. 

Q.-You get estate duty on the death of the wife in England. 
A. .-That would, I think, be Settlement duty, 
Q.-We treat life interest as an estate. Up to 1909 the Estate duty was 

paid on the death of the first settler: Then the Estate duty was not taken at 
any subsequent death. Since 1909 settlement property is regarded as free 
property. 

A..-Yes. We have got no duty of that description in India under settle­
ments. 

Q.-If you take Settlement duty at first only you wc;mld lose Estate duty 
on death. · 

A.-I would take Settlement duty once for all. I would only charge Estate 
duty on those persons who have vested interests and die. The only person 
who would pay is the leg!l.l representative. Suppose you have a settlement 
and you have given the interest to wife or husband. Upon the death of both 
it is in favour of the children. Suppose they have four children. Each of 
them attains a vested interest either at marriage or 21 years. 

Q.-Would you charge if they die? 

A..-If t~ey die the trustee could not pay to anybody except their legal 
representative. 

Q.-On succession by death you would only charge on the property of which 
the deceased had p'lwer to dispose? 

.4 .• -Yes. 

Dr. Pa.ranfpye. Q.-If it is reversionary interest, you will have to find out 
"'hat the interest is . 

. 4.-You have got particulars of the trust properites and the definite share 
should easily be ascertainable. 

Q.-If it is a question of several generations, what will you doP 
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A.-You might have legal difficulties as to whether the settlement is void 
or not void. 

Q.-You would not like to have two sets of duties? 

A.-The difficulty will be in realising. In ordinary cases we have no diffi­
culty in ascertaining the interests of various people. If you had already 
charged Estate duty, I don't see why you should charge Legacy duty. 

Q.-8uppose you leave £100,000 with three legacies of ten thousand pounds 
each and the rest to somebody else. The whole Estate duty comes on the· 
residue. 

A.-Yes. 
Q.-Each of those people get £10,000 free of Estate duty. The incidence is· 

not on the specific legacy. . 
A.-Not on the specific legacy. You will find it very much simpler if 

Estate duty were fixed. on a sliding scale. The higher the value of the estate· 
the higher the duty. 

The President. Q.-The leaving of a large number of legacies might lend 
to a minus balnnce. 

A.-It might. At times people leave wills regardless of what they leave 
behind them. . 

Q.-Do you think that distant relatives should pay more than immediate· 
heirs? 

A.-I have seldom seen a legacy being left to strang~rs by Hindus or· 
Muhammadans in this country. 

Dr. Paranjpye. Q.-Generally people don't leave wills. 
A.-But those who leave them don't leave money to strangers. 
Q.-If a Hindu dies intestate and the estate goes to the second cousin, he 

should pay more. 
A.-Those cases are very few and far between. 

The President. Q.-If the money is left to an illegitimate child? 

A.-There is no reason why Legacy duty should not be introduced. But 
I am rather against it. If you introduce ])state duty and make grants compul­
sory, it should be quite sufficient. 

Q.-I do not quite follow that. 
A.-You have certain sections of the Indian Succession Act which are appli­

cable to the Hindu Wills Act. One of them says that no right of the legatee· 
can be established until the will has been proved. But there is not in that 
any section which mor.e or less compels all persons to obtain probate or letters 
of administration. You have cases where you have joint Hindu families where 
shares and securities stand in the name of the Manager of the family and 
these are treated as passing by survivorship. I would prohibit any dealings 
or transfer of such securities and shares except on production of probate or 
letters of administration. 

The Maharaiadhiraja Bahadur of 13urdwan. Q.-Will it work in these 
parts? 

A.-I do not see why it cannot. 
Q.-Very often if there is one heir he does not even take probate. 
A.-He registers himself under the Land Registration Act and obtains s. 

succession certificate when necessary and avoids payment of duty on land . 
. Dr. Paranjpye. Q.~Don't you think that this process would be more diffi­

cult than the other? 
A.-I do not see why there should be any difficulty about it. 
The President. Q.-Is this the position? It will be difficult in the case of 

the joint Hindu family. Because you find it difficult in the case of one race, 
you won't impose in the case of the others. 

A.-I would treat them all equally. 
Q.-If you except the Hindu from a duty it would not be fair to others. 
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A.-I• do. not think it quite fair. A man and his wife are entitled to ~o_ld 
securities in the name of either or survivor. Why should these also· not;. De 
exempt? Companies also repognise joint holders of shares. 

Sir Percy Thompson. Q.-Suppose you have shares. registered in the name 
of yourself and your wife. On the death of one you w1ll be chm,ged half. 

A.-On the death of one the other might be charged on- the value of the 
half. . d 1 Q.-Suppose I am a joint holcler of shares, then I wlll be charge on y on 
my share. 

A.-Joint accounts at Home proceed on the assumption that the money 
belongs-to·the husband until the contrary is proved. 

Q.-Otherwise there would be no estate duty on the wife? 
A.-There would not be. 
Q.-Supposing really there was beneficial ownership y011 would charge 

only half? 
A.-Yes. 
Q.-How would you apply that to a joint Hindu family? 
A .. -That is my difficulty. 1iou must apply that equally to all. 
Q.-In a joint Hindu family if the shares stand in a man's name, he pays 

duty on them, but not if he holds as trustee. . 
,4. .-Then you have to prove the trust. 
Q.-Does a Hindu succeed by virtue of birth or death? 
A.-I take .the view that it is by birth. 
Q.-Suppose there are five brothers and the estate is worth 100,000. Each 

· survivor would get 25,000. Whereas .......... .. 
A.-On the other hand, if another son-is born the property will go on d~t-

oreasing. 
Q.-Can you not solve it by taking account of death but not of birth? 
A.-Then you are going to interfere with Hindu Law. 
Q.-No. I would consider the share passes on the death. 
A.-1 think it would be very difficult. If you force administration, you 

will have to disclose the whole estate. If a person comes for a grant, he can­
not come in for " limited grant. He has got to disclose the whole estate. 
Therefore duty becomes payable on the entire estate. 

Q.-Take the case of five brothers all of. the same age. Are they to pay 
estate duty on the whole estate five times in rapid succession? 

.4..-It is the same risk for everybody else. 
Dr. Paranjpye. Q.-Why not charge a duty upon the death of the person 

of the highest generation on the whole estate? 
A.-On the death of the person belonging to the highest generation you 

would charge t!1~ duty on the share that each one would have got if the e~tate 
had been part1t10ned. It seems to me that any such suggestion is bound to 
lead to litigation. · 

Q.-How? 
A .-On the question of assessment and things of that sort. 
Q.-That would be regulated by rules. The rate would be determined b'i'' 

the amount of share. . • 
A.-If it were possible to frame rules it would be alright. 
Q.-Don't you think it is very difficult to assess properly? 
A.-I have never experienced that. 
Q.-You can always find out the number of shares. 
A.-You may have an amicable partition. 
Q.-That will be the same as gifts in England . 

. -~.-I take the view that if yo~ ch!Lrge at the initial stage and charge on a 
shdmg sc'!'le and compel grants 1t w11l be the simplest form of dealing. with 
death dut1es. 
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The President. Q.-Take the instance of five brothers with one-fifth share 
for each. 

A.-You can make a provision for that and take the duty on the property 
passing. I consider the forcing of administration is the remedy. 

Q.-That is taxing the same estate rather heavily. Make the amount 
taxable when it passes by death without interfering with the personal law of 
the parties whether Hindu or Muhammadan. In other words, in the case of 
the five brothers you would tax the remainder of the joint Hindu family on 
the one-fifth share. Can you not have one flat ratei' 

A.-Yes. 
Q.--Would that not be the simplest course to have a flat rate whether it is 

Hindu or Muhammadan? 
A.-That is my suggestion, can it estate duty or anything you like. 
Q.-Would not that result in the property of a Hindu family paying less 

than the property of Christian or Muhammadan families? 
A.-It would. 
Q.-Would it be possible to rectify it by charging the share when the party 

died at a rate applicable to the whole property? 
A.-You could do that, but it would seem to be very unfair. 
Sir Percy Thompson. Q.-It seems that on this plan the Hindu family 

scores e>ery t:une. 
A.-Yes. 
Q.-Do you think that they should pay at a higher ratei' 
A.-I don't think so. 
(I.-Would it be necessary to tax partitions? 
A . ..:....Yes. 
Q.-.A.t the same rate? 
A.-Yes. 
Dr. Paranjpye. Q.-Don't you think that partitions should be chargeable 

only u~ to a certain limit!' 
A.-Yes, it might be three years before the death of a man. 
Sir Percy Thompson. Q.-Why should you charge partitions? Take a 

case ...-here there are five brothers and the Government is entitled to get, say, 
5,000 on the ...-hole property and the five brothers go into a partition and each 
gets 20,000 property, you would still charge on this 20,000 rupees? 

A.-I ...-as not assuming such a case. 
Dr. Paranjpye. Q.-I am thinking of the case in which as in Bombay the 

son is entitled to claim partition during the lifetime of t'he father? 
.d.-Under the Mitakshara law he can. 
Q.-So in the case of such a family where the son can claim partition 

during the lifetime of the father; in order to escape death duties he ...-onld 
generally claim partition during the lifetime of the father, consequently the 
partition will have to be charged. In the case of a Christian family, the 
father can give by means of a gift and in the case of a Hindu family, the son 
can claim by partition. In order to put the two on the same level, you will 
ha•e to charge partitions within three years of the father's death. 

A.-I do not see how you can charge. 
Q.-What about the partition during the lifetime of the fatherP 
A.-You can make it chargeable. 
The President. Q.-Would it be fair to charge all partitions at a lower 

rate? 
A.-I cannot say that. Where I cannot follow is the question of partition. 

It onl• comes in at least ...-here the father is dead and the sons want to parti­
tion between themselves. My experience goes to show so far as my office is 
concerned that there had not been a case where the partition has been effect­
ed during the lifetime of the father. 
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·Q.-1 understood from Dr. Paranjpye's question to you, that you should 
treat partitions in the same way as settlements. 

A.-If partitions are treated as a settlement, I do take the same view with 
regard to settlement. I think that would be the best thing. 

Q.-Would you put an ad valorem stamp on the deed itself? 
A.-Yes, I would, according to the value of the property, and then on a 

sliding scale. . . 
Q.-I understand in 1920-21 you had as many as 38 cases m whwh de~th 

duties were paid on property other than house property, the total of whwh 
amounted to something like 24 lakhs of rupees. Those were principally from 
zamindars I take it. 

A.-Well, mixed-Europeans, Indians, Armenians and Jews. 
Q .-It means there were a considerable number of Hindus ? 
A.-There were. 
Q.--Dan you tell me why you had so many cases in Bengal? There is the 

Hindu Wills Act, is it not? 
A.-Of course a great many of them come under the Hindu Wills Act, but 

some of them come under intestacy. Take the case where a Hindu desires to 
create a trust, when he wants a permanent trustee, he generally appoints our 
office. 

Q.-Mr. Birley says that "it will probably be a surprise to many as it has 
been to me to find that in the cases disposed of in Calcutta in 1920-21 under 
Article 11 of Schedule I of the Court Fees Act, death duties were paid in 
Bengal on property in land other than house property in 38 cases, and that 
bhe total value of such property on which death duties were paid amounted 
to Rs. 24,00,000." He says that " these were presumably cases in which suc­
cession was governed by the Hindu Wills Act, XXI of 1870 ". 

A.-I could not say that. He has not drawn any distinction between the 
Hindu estates, American or Jews' estates. He merely gives the number 
of estates. 

Q.-But then the Hindu Wills Act is applicable throughout Bengal? 
A.-Yes. 
Q.-Is there any difference between the presidency town and the mofl'usil? 

In the cities of Madras and Bombay one has to pay probate duty, whereas if 
the will is executed outside, the estate escapes. 

A.-There is no such distinction here. 
Q.-Actually Calcutta has realised a great proportion of it. 
A.-Yes. The reason is that you cannot decide these cases in the District 

Courts, and a great number of them come up to the High Court. That is 
why the great proportion comes from Calcutta. 

The Maharajadhiraja Bahadur of Burdwan. Q.-You are in favour of one 
duty, that is to say, at present you have for instance the probate duty, you 
have to pay registration fees, or for a succession certificate. If any death 
dut!es are introduced, you will have a combined tax in the place of so many 
duttes. 

A.-Absolutely; I will make it one. 
Q.-On page 16 of your note where you have suggested a scalo for India 

don't you think that the 10 per cent. which you have suggested for estate~ 
over 10 lakhs would mean that in actual practice, in the case o:f zamindari 
estates, at any rate in the great number of them, that they would go into the 
hands of the moneylenders? 

A.-Why? 
Q.-When you come to consider their net assets after paying land revenue 

you will find ~hat ~t would f:>ll rather heavily on them, and as you know many 
of these zammdan estates m Bengal do not possess much hard cash outside 
lands. But where the only asset is the land itself, don't you think that even 
l() per cent. would be rather hard? 

A:---;-1 do not see that is very much harder than it is in the case of the 
Adnumstrator-General of Madras. I think his commission alone goes to 7 per 
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.:;ent. or so. I do not see why this should work hardly; you can make them pay 
by instalments if you like. 

Q.-My second point was that in providing for the percentage in the case of 
zamindaris which do not possess any assets outside the lands, you will have 
probably to give them some kind of option to pay by instalments. I mean to 
say that a man who has securities only, finds it perhaps easier to pay in one 
instalment than a man who has to realise property to pay death duties. 

A.-That is what we do ourselves in connection with our commission now. 
We take it by instalments rather than force a sale. 

Q.-In the case of property which is mainly in landed property, you will 
probably find it necessary to introduce instalments rather liberally to realise 
your death duties so as to enable the estate to remain solvent. 

A.-Yes, provided the estate consists of landed property and nothing else. 
Q.-My other point is-the President has touched it slightly-you know 

for instance, the case of Raja Peary Mohan Mukherji. He gave away 
in settlement most of his estates during his lifetime to his sons and grandsons, 
not ouly that, be also ga>e away his Government promissory notes to different 
people long time before the settlement. In the case of settlements under death 
duties, what retrospective effect would you give? 

A.-No. I would not worry about that point. 
Q.-You will ta:s: only at the time of the settlement is made? 
A.-Yes. 
Q.-What is the rule now? 
A.-Very small stamp duties are charged at the time of the settlen.;.ent. 
Q.-The Bengal Settled Estates Act has been a dismal failure for the 

~<>n that the stamp duty which the Government provided under the Act is as 
high as 25 per cent. That is why it has been a dismal failure because nobody 
'ffould come forward to pay the stamp duty of 25 per cent. Therefore if you 
want a small charge, what percentage would be fair? 

A.-I would go as far as 10 per cent., according to the value of the pro­
,?erty settled. 

Q.-My argument is, supposing a man has a property worth 10 lakhs of 
rupees; if we were to accept your scale of death duty of 10 per cent. over 10 
lakhs and this man during his lifetime gives away the whole of his property by 
a deed of settlement, would you again charge on his death? 

A.-No. That is my new -with regard to settlement; once you have stamp­
ed it you are finished with it. 

Q.-Do you think in Bengal if you introduce a system like that you would 
encourage settlements, supposing you have a death duty in Bengal? 

A.-I think you would. 
Q.-Do you think it would be better to encourage settlement rather than 

death duty? I am considering this from the people's point of view, because 
whatever way we in the Taxation Committee may decide, these things would be 
threshed out in the local legislatures. I am looh-ing at this from the point 
of view of bow it would be viewed by the local legislatures. If a man settles 
the property during his lifetime he pays; on the other hand if he does not 
settle, a similar amount is paid as death duty by his son or grandson. Which 
do you think will be favoured in this part of the country? As you know to 
escape the probate duties, men under the Dayabhaga law do make settlements 
during their lifetime. 

A.-The only reason I can think of is because at the prer.ent moment 
the stamp duty on the settlement is so excessively low. 

Q.-My object in asking you is that if you ha>e only death duty without 
having stamp duties for settlements you will lea-;e a loophole. 

A.-Yes. 
Q.-You know so far as Bengal is concerned, there are many men who ar~ 

worth lakhs and they e:s:ecute trusts for religious endowments, etc. T"My 
would rather do all these things during their lifetime than leave them to the 
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will. In introducing this law you would introduce a new law altogether, or 
do you think that you can amend the existing law? 

A.-Personally I am in favour of·the existing method. I ~~very strong on 
this view but witlf regard to the Court Fees Act I must say 1t 1s hopeless from 
commenc~ment to the end. I refer Chapter IliA which deals with this 
question. You get one section conflicting with the other. You do n~t know 
where you are. We have also got the Bengal Amendment Act wh:ch has 
amended the Act only so far as Bengal is concerned as regards duty. I am. 
inclined to the view that you require a new Act on the subject. 

The P1·esident. Q.-Have you got any experience of· penalties under 
section 19A? 

A.-No. 
Q.-Does not the Act say if you fail to give full particulars in the. inven­

tory, you. will be penalised by charging five times the duty? 
A.-1 have had no e:x;perience of this. The section is only permissive. lit 

says the Chief Revenue Authority may. It also seems to me that section 19" 
E is contradicted by 19 (i). The latter says no order shall be made upon any 
application till the petitioner pay~ the duty. 

Q.-How do they conflict? 
A.~You get 19 (i) which forces you to file an affidavit of the valua.tio.O: 

and it also forces· you to prepay your duty, whereas 19 E makes provision where 
too low a court-fee has been paid. This section was in the Act before section. 
19 (i) was inserted and see aL~o 19 H. 

Q.-Don't you do that in Bengal? I have penalised numbers of cases 
when I was a Collector under 19 E. I think one of the complaints against 
the Act was the absence of any discretion to reduce the very heavy penalty. 

·A.-Those must have been very extraordinary cases because if there is ~ 
question as to valuation, 1t appears to me there must first be ali enquiry 
under section 19 H. 19 E in my opinion deals with the question of fraudulent 
cases. I do not think anybody who comes to the Court is deliberately going 
to make a fraudulent valuation. 

Q.-Don't you get considerable number of cases where they aim at it? 
.II..-I have had heaps of- cases where a person dies and particulars of the 

estate are given. You go into the papers and find other assets, I do not file 
a further affidavit that I have discovered this, but I simply send in a certi­
ficate showing the valuation according to the petition aitd the valuation of 
the property which has been actually realised and duty is adjusted. There 
are cases when the valuation cannot be correctly stated at the outset. 

Q.-Is it not a fact in the case of private property, the party conceals the 
property? 

A.-I do not think that would be deliberately done. In a certain case the 
executors by not going into the papers in England did not discover that the 
testator possessed a great number of certain shares. They did not make 
any deliberate false statement. I certainly would not penalise unless it is a 
deliberately false affidavit. I do not see how you can penalise a man for a 
thing which he has no knowledge of. Of course if he puts in deliberately a 
false affidavit he has to pay a penalty and also renders himself liable to 
punishment. 

Q.-How would you administer the Act for the purposes of dutyP 
A.-I would make it compulsory to pay the duty before grant is issued. 

The Feason is that at present there are cases, especially in Bengal in District 
Courts, where you get the order passed for a grant. The grant is not issued 
until duty is paid but having got the order for a grant, the applicant then pro­
ceeds to work on a certified copy of the order. All applicants should be 
made to file an affidavit of valuation and before an order for a grant is 
made, they should be made to pay the duty on the value of the estate and 
you would have subsequent sections dealing with the question of investigations 
whether that estate has been properly valued or not. 

Q.-But you would still leave the matter in the hands of the Cour~? 
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gard to enquiries into properti<s, it depends on where those properties are 
situated. 

Q.-You have read Mr. Birley's propos~! that Government should take up 
the question of putting the valuation of estates for death duties under a 
re•enue authority instead of leaving all disputes as to valuation between the 
Collector and the applicant for probate or letters of administrations to be 
decided by the Civil Court under section 19H of the Act. He says that there 
is no valid reason for retaining a judicial authority as the final authority in 
this matter when ~he final authority in income-tax is a re•enue authority. 

A.-That may or may not be so. I consider that the duty must first be 
paid to the court which issues the grant. Having got that, I would make 
the applicant file his affidavit for the valuation of the assets in duplicate. I 
>would have one of the copies sent to the revenue authority to enable that 
'authority to make enquiries as to whether those assets have been correctly 
.disclosed or not. If they dispute the valuation, I would call upon the peti­
"tioner to show cause before the revenue authorities. I would give the peti­
ioioner a right of appeal to the court which issues the grant to decide the 
question whether it has been properly vlaued or not. 

Sir Percy Thompson: Q.-The procedure in England is almost precisely 
the same up to the last point. If there is a dispute as to the value of the 
property, it would not go to the Probate Court, bnt to the High Court. The 
Court which issues the grant is not the same as that which would decide 
disputes. 

A.-Here it is dillerent; we have no Probate Court. 
The President. Q.-You would give exemption up toRs. 10,000?. 

. A.-At present difficulty exists as regards the powers of the Administrator­
General under the Act. He has only power to issue certificates where the 
gross value of an estate is Rs. 1,000. Estates over a thousand have to get 
letters of administration. I think the provision in the Act should be extended 
and the Administrator-General given power to issue certificates where the 
gross value of the estate is up to Rs. 5,000. I would exempt those estates 
from paying duties, but I would make them pay a certificate fee to be granted 
as it now exists to the Administrator-General. You would thus save diffi­
culty over the administration of small estates. Everything over and above 
Rs.- 5,000 I would enforce the grant for, because it is solely on the net value 
you would pay the duty, not· on the gross. 

Q.-You have a tremendous number of estates under your control? 
A.-Yes. 
Q.-Practically you are a sort of public trustee. 
A.-That is so. 
Q.:-Is the tendency likely to develop further in that direction? 
A.-It is on the increase. 
Q.-The percentage is limited here. 
A.-That is so. 
Q.-The office is more than self-supporting. 
A.-Yes. So far as we are concerned, we are on a very low scale. The 

higher the estate, the lower the percentage. 
Q.-Your office pays a net re•enue to Go•ernment? 
11..-Yes. 
Q.'-It is a tax on estates to that extent? 
A.-Yes. 
Sir Percy Thompson. Q.-In England the public trustee is in a curious 

position. He charges a heavier fee than banks and he does not make a 
profit; on the other hand, the banks get the prolific estates and only the 
troublesome estates go to the trustee. 

A.-That is the case here too. 
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Q -You think there should be no difficulty with regard to the adjustment 
of re~enue derived under this head between the different Governments? 

A.-I cannot see why you should have any difficulty at all. I would allo­
cate the revenue to the province which issues the grant. 

Dr. Paranipye. Q.-Would you have a common law for the whole cf 
India? 

A.-Yes. 
The President. Q.-Would the heir be ~ntitled to apply for a grant in 

any province in which he has assets? 
A -If you have assets in Bombay and in Bengal and if the person choose~ 

to go. to Bombay and get a grant throughout the whole of British India which 
extends to Bengal, the Bombay Government would get the benefit of the duty 
and vice versa. 

Dr. Paranipye. Q.-Should you not give each Government its own share!" 
A.-The only way to do that would be to have various forms of affidavits of 

valuation. 
Q.-Some officer specially .appointed for t~e purp~~e would div!de them? 
A.-Yes in accordance wrth the assets drsclosed m each provmce. The 

affidavit of' valuation would have to set out the different properties situated 
in different provinces. Then you have this difficulty: you have a large num­
ber of tea gardens in Assam which have their registered offices in Calcutta; 
who is going to get the revenue? 

The President. Q.-What are you going to do in the case of Government 
paper? · 

Sir Percy Thompson. Q.-What are you going to do with bearer secu­
rities? 

A.-That is the reason why I suggest that the province which gets the 
benefit of the revenue should be that in which the grant is issued. I do not 
see why there should be any difficulty about it. 

Q.-An alternative would be to let it go to the province where the deceased 
is domiciled. 

A.-Suppose, you have a person domiciled in England and has his assets 
out here. 

Q.-The English system charges duty on the property situated in the 
United Kingdom and also on the whole of the I>roperty of persons domiciled. 

A.-If a person dies in England leaving assets in Bengal and Bombay, to 
which p1·ovince are you going to give the benefit of the duty? 

The President. Q.-Would it be practicable to distribute it according to 
the location of the immovable property, leaving the Government of India to 
take a share of the movables? 

A.-I do not see why it should be so. Why should not Bombay and Ben­
gal, where you have the registered offices of the companies, get the benefit of 
the revenue? · 

Q.-Is not the province which has to provide the service for the protec­
tion of the property the one in which the immovable property lies? 

A.-That is so, but can you say it is all immovable property? Once you put 
money in a company, you convert it into shares, which are considered to 
be movable property. 

Sir Percy Thompson. Q.-The thing really reduces itself to an absurdity. 
If a man possessing tea gardens in Assam dies, the property is considered 
to be situated in Assam; on the other hand, if the property is turned into 
a private company, it becomes movable property. 

A.-Exactly. 
Dr. Paranjpye. Q.-If a man has movable property of five lakhs in Assam 

and five lakhs in Bombay, on the five lakhs in Assam he would pay one duty • 
on the five lakhs in Bombay, he would pay the same duty, but because th~ 
total comes to ten lakhs, the rate of duty would be higher. 

A.-I would like to emphasize this: the existing system of paying duty on 
~ho:~ value of an estate at the time you apply for grant is wholly unfair. For 
m.stance, you get cases where a man dies in England and has executed his 
wlll there. It has got to be proved first in England and a certificate sent 
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.uut to India. During this time di·ddends are declared on the various shares. 
You then apply for probate. Owing to the dividends having been declared 
s·1bseguent to the man's death, you have to pay a higher rate of duty, because 
yon come within the sliding scale. To adjust matters, you must fix the value 
.of the .estate as on the date of the man's death. 

The President. Q.-Would not your proposal tend to create a competi­
tion between provinces? 

A .-No, but this difficulty would arise. The Presidency of Bengal ns 
defined by the Administrator-General Act includes Bihar ~"lnd Orissa. If we 
apply for a grant, it is made applicable to the Presidency of Bengal which 
includes properties in Bihar and Orissa, i.e., the coal mines, etc. It is 
nevertheless within the Presidency of Bengal for the purpose of our Act. 

Q.-We were told the other day that one effect of the variation in -court­
f~>es was that suits were filed in Allahabad instead of in Patna, because the rate 
of the court-fee was lower in Allahabad than in Pntna. 

A.-That is why you should have a uniform rate in respect of duty payable. 
Q.-Unless there is some other differential advantage. ~ 
A.-Individuals come to us in preference to either going to Madras or 

:hombay, because our rate of commission is very much cheaper. 
Q.-Because you have so much more business. 
A.-Also because we ha.ve a cheaper rate of commission. I do not see why 

the province which issues the grant should not get the benefit of the duty; it 
does the work. 

Q.-You would not say that the duty is only a payment for services ren-
dered? 

Dr. Paran.jpye. Q.-It is a revenue producing duty. 
A.-That was the decision of the court under the Court Fees Act. 
The President. Q.-Have you anYthing to tell us about the other stamp 

duties? 
A.-They do not come within my province at all. 

23rd March 1925. 
SHILLONG. 

PBESE]'.->r: 
Sir CHABLES Tonnm<TER, K.C.S.I., I.C.S., P1·esident. 
Sir PERCY TH031:Psox, K.B.E., C.B. 
The Hon'ble Sardar JoGEXDBA SrxGH. 
Dr. R. P. PABA.'<".Jl'YE. 

Mr. H. C. BARNES~ C.T.E.~ I.C.S., Officiating Commissioner, 
Assam Valley Division, was examined. 

Written memorandum of Mr. Barnes. 
Q. 10.-The following items are included under the head " Miscellaneou•J 

Land Revenue." This ts not credited under the head of land revenue but 
under a separate head ":Miscellaneous Land Revenue " and is not shown in 
i;he land revenue demand for the province:-

1. Sale proceeds of waste land and redemption of land tax. 
2. Fines under the Land Revenue Regvlation (credited under the head 

" Miscellaneous "). ' 
The value of trees under the timber valuation made on applications for 

special cultivation is credited to forest revenue. The deta!ls of the .variou• 
items credited to miscellaneous land revenue will be found m Appendix VTII 
of the Land Revenue Reports of the Assam Valley Division and the Surma 
Valley Division. A consolidated statement is attached . 

. Q. 11.--Under the head of Excise penalties inflicted departmentally are 
included. 



Districts. 

aoalpara 
Kamrup 
Da.rrang 
Nowgou~ 
Slbsago.r • 

i:~:mfi!r: 

Rs. Rs. 
600 

34 

1o;ii67 

Rs. 
1,897 

76,262 
21,765 
25,662 
61,871 
18,424 
1,406 

Rs. 

'!is 

Rs. Rs. 

i;i67 

11,596 
i 27,51/7 
i 3,361 
: 

Rs. Rs. 

2;so8 
zii)21 
12,447 
6,392 

70,141 

Rs. Rs. 
4 180 

U1 1b3 
24 
10 
61 90 
78 . 300 

2 

Rs. 
11,577 

93 
2,25& 

61 
4,309 
6,036 

Rs. 
9 
7 

Rs. 
... 33 

99 

Rs 

4 

Rs. 
24,190 
93,506 
60,823 
21,906 
34,535 
20,436 
22,240 

T"ri!!~~~lithe Assam ;ane:; ... 11,310 1,1!6,3571 651-.'.~.-~ 43,661 75,717 1,14,909,270 723 ~~.331 30 134 6412,77,735 498. 7:45:794 . 

O.char • • ... 
61 

19,021 ~.. ... \ ... 9,194 14,199 201 724 99 223 44 ·2,474 1,173 47;35~ 
Sylhct • • 1,&4,071 ... 600 I ... 6,881 400 112 76 685 4,493 698 1,67,987 
Nag• Hills. • . . ... ... ... 10,556 602 81,418 ... ..

1
... 1,826 . 365 9~,267 

Khasi and Jainli.i. Hills ... ... 6,076 ... ·•· 1 ... 35,680 1 ~· 001 358 : 3,587 1,790 47;737 
Lushai Hills • .. ... 80 ... ... I ... ... 32,114 ... 589 _ 32,783 

'fo~\~!l:,':;"maValleyandllill-.. -.----81-~,79,247, ... --::: 1~,657 \6,677. 1,63,;;-::- ... _11!.4\ 30011,266 --;~2,379 4,026 3,90,126 

Sadlya and ilalipara Frontier Tract-... - ... 4:~ . I .... I ... ... 15,711 ... -~J. ... 1... I ... :. . 14 ·6,048 \ ... -2~ 
rota! or the Province 11,371 3,76,095 65 ·I GOO ! 64;218 92,39_4,2,94,331 5841 723126,2751 :iao-II-,400 112,_2,95,162.1 4,52' 11,&7,184 

. Ror:E,-Figures are copied from Appendix VIII to tho .Land Revenue Report of Assam !or the year 1923·2-.1. 
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Q. 19.-The answer to this question will depend on what is the d~ftnition 
of the word "tax" as defined by the Taxation-Enquiry Committee. I hs.ve 
been unable to find out how it has been defined. 

Q. 27.-Theoretically the State has the right to demand of the individual 
citizen if need be, any sacrifice of money, services or life. Practically the 
demand is limited in a variety of ways. In the matter of taxation the limit is 
the maximum amount which can be raised by the State without producing suffi­
cient discontent to result in its own destruction. The ideal to be aimed nt is tG 
limit taxation to the minimum necessary -to provide for essential services. If, 
therefore, it should be ~ossible for a state to confine taxation to the wealthier 
sections of the. populat10n, so far as taxes in money are concerned, there is 
every justification for so doing. For military service in defence of the State 
all should have the same liability. Money is only one form of contribution to 
the service of the State. Consequently, it is not necessary that each citizen 
should be taxed in order to qualify for t-he privileges of citizenship • 

. The test for exemption is first the need of the State, which may vary from 
time to time; and secondly the comparative ability to pay of the different clas~es 
of the citizens. Both of these are questions of fact. And by their decisions 
on such questions Governments ara judged whether they be wise or foolish, 
tyrannical or just. , 

Q. 98.-Under representative iustitutions the liability_to perform the duties of 
citizenship would seem to form the· qualification for representation. The pay­
ment of taxes is only one form of duty. Consequently, exemption from taxa­
tion is not of necessity a disqualification from representation. 

Q. 99.-0ne would prefer, were it possible, to confine taxation to indirect 
taxes on non-essentials. Where this is impossible it is better to frame a scheme 
of taxation suited to the community from which it is to be taken. In an 
agricultural community, especially one of peasant proprietors, a land tax may 
be most suitable. In industrial or commercial areas income-tax or customs 
duties may be preferable. It seems impossible to lay down a hard-and-fast 
general rule. · 

In Assam house tax.is levied on those agricultural tracts, in which it would 
be impossible or impolitic to attempt a land revenue settlement. It is really 
a substitute for a land tax. 

Q. 66.-Excise. 
With the exception of a few liquor shops under the outstill system the shops 

in Assam are settled under what is known as the contract supply system. 
That is to say vendors are supplied, by the holders of the contract for the supply, 
with liquor at 30° and at 6oo under proof. The vendor has to pay a license 
fee which is calculated as vend-fee realised on the London proof gallon. In 
addition to paying vend-fee the vendor has to pay duty and cost price of the 
liquor all of which are realised from him at the time he applies to get a permit 
to get the liquor out of bond. The duty is Rs. 5 per London proof gallon 
and the cost price has been fixed by the contract at Rs. 2-6-0 per London proof 
gallon. The rate at wbfch these shops sell to the public is fixed by Government : 
a minimum and maximum rate for each strength of liquor. 

The Committee should know that a rfse in the price of duty is only one 
factor in the fixation of the cost to the consumer of the li9uor which he buy_s. 
I annex two statements, one of which shows the variations m duty from 1911-12 
to 1923-24 together with the number of cases of unlicensed distillation and sale 
detected in those years. The other statement shows the variations in the prle& 
to the public of d1sti!lery liquor for the same period. It is perfectly true that 
the increase in the cost price to the public has been followed by ~ increase 
in illicit distillation : but the inference that the ·increase in cost 1S the sole 
reason for the increase in illicit distillation is erroneous, because the pickettin{!: 
of liquor shops during the non-co-operation agitation resulted ip. an un~xpected 
demand for illicit liquor· and for the time there was a cons1derable m.crease 
in illicit distillation. Consequently the large figures of t.:ases detected m ~be 
last two years are due to special efforts made by the ,excme staff to deal w1th 
this nuisance. The figures of consumption of liquor for the current y~ar 
indicate that there has been a decrease iri illicit distillation. But the v1ew 
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. beld by the District b~cers and by me is that for the time the limit has been 
·reached and no further ~rease in the cost price to the public is ppssible. • 

There are only 10 outstill shops mostly in remote places. For these a 
minimum rate of retail sale'~ fixed and the vendor is allowed to charge any 
rates· he pleases above the ~um. 

I 
NUltlDEn. Oll' O!S"ES . . 

RATE OP DUTY ON 
, 011' U NLIOBNSBD 

YANUi'AOTUR'R AND 
COUNTRY BPtBIT. SALE 011' COUNTRY 

Year. SPIRIT. 

Surma Assn.m Su.rma Assam 
Volley. VoJiey. VnJiey. Valley, 

--------- ---------
Rs. A. P, Rs. A.~. Rs. ~·· 

10.11-12 2 8 0 2 8 0 0 ~5 

1012-13 3 2 0 3 2 0 19 ~3 

1918-1~ 3 2 0 8 2 0 38 ~7 

1914-15 8 2 0 3 2 0 88 50 

1915-16 . 3 12 0 8 1~ 0 24 63 

1916-17 8 12 0 8 12 0 28 04 

1017-18 8 12 0 8 12 0 40 61 

1018-10 ; 4 6 0 4 6 0 88 73 

1010-20 4 6 0 4 6 0 61 29 

1020-21 4 6 0 4 6 0 ()2 47 

1021-22 j 5 0 0 5 0 0 55 88 

1022-23 5 0 0 5 0 0 05 69 

1023-24 : 5 0 0 5 0 Q 70 180 

Statement showing the ·retail prices of distillery liquor. 

DISTILLERY LIQUOR. 
-

Year. 60'U.P. :lo'U, P. 

I 
Rsv.uqcs. 

Minimum. Maximum, Minimum. MaximUm, 

1 2 • 3 4 I 6 6 
-·.-----

1011-12 to 1014-15 Annas 6 per Annas 8 per AnT' as 12 per Rb~ttt~2-~r ~~~ bottle or bottle or bottle or 
Rs. 24-0 per Rs. 8-Q-Q per as. 4-B-0 per 6-12-0 per Im-
Imperial gal- Imperial gal- Imperial gal· perinl gnllon, 
Ion . . Jon. . Ion. . .. 

1015·16 to 1920-21 Annas 8 per Annas 10 per Ditto . Ditto .. 
bottle or bottle or 
Rs. 3-0-Q per Ro, 3-12-Q per 
Imperial gal· Imperial gal-
lou. lou, 

~21-22 Ditto Ditto Re. 1-1·0 por R~ott~5~r ~~~ This y'ear 67' 
bottle or R•. U. P. was in• 
6-3-0 per Im- 7-14-0 per Im- traduced in 
periol gallon, periol gallon, plaoe of 6'0° 

1!22-23 to date Anno.s 10 per Annas 12 Ditto Ditto 
U.P. 

per This year 60" 
bottle or bottle or U. P. was ro .. 
Rs. S-12-0 per 4-8·0 per introduoed, 
Imporial gal· Rs. ial gal· 
Ion. Imper 

Ion. I 
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Q. 67.-Locally.made imitations of imported liquor am taxed at the same 
rates as the foreign article. And as soon a~ they h!lve paid the duty they have 
the same freedom from restriction on transport. I see no objection io the 
nontinuance of this arrangement. · 

Q. 68.-Th_e imposition of supplement~tty duties on foreign liquor by L<xlal 
Governments 1s bound to result in duties varying in different provinces. This 
is undesirable. It would also necessitate the employment of extra staff to 
check the importations of foreign liquor and realise the new duties on liauor 
entering a province or passing through one province to another. The result 
wo~~ be a considerable amount of inconvenierrce· to the public : and I think the 
additiOnal revenue would hardly be worth the trouble, particularly as the duty 
on imported spirits is still very high. 

Q. 71.-I am not aware of the reasons for the imposition of different ra!;es 
. f.>r ganja in different provinces. In this province it ·would be impossible to 

raise the duty without immediately encouraging a trade in wild. gimja. Charas 
is not consumed in Assam and bhang is not manufactured in Assam. 

Q. 72.-I consider this system satisfactory. 

. Q. 73.-The system of selling licenses by auction is not altogether satisfactory 
especially in the case of opium where the maximum sale price to the public 
is fixed by orders. A system of settlement by tendet is being tried and will 
probably be found to be superior to settlements by auction. Either syst-em 
realises equally good results from the point of view of taxation. 

Q. 74.-The restriction in the number of licenses cannot result in the 
increase in the value of the shops in those cases where the prices of liquor to 
the public are fixed by orders and the alcoholic strength of the liquor is fixed 
by Government. The same remark applies to opium shops where the maximum 
price· to the public is fixed by Government. But the right to sell opium acts 
as a valuable monopoly in this way that it attracts customers in respect of other 
articles. Consequently a cotton trader in th!l Mikir Hills is at an advantage as 
compared with other traders if he has the right to sell opium. It is for this­
reason that opium shops cim nearly always be disposed of at a high figure ia 
those tracts where the opium habit is very prevalent among cultivators. 

Q. 75.-The present duty on opium is R~. 45 and the cost price is Rs. 30. 
The amount of duty was fixed by orders contained in Government Notification 
No. 9947F. of the 19th November 1920. The cost price was fixed by the Gov­
ernment of india. The question whether t-he duty can be further r!lised is 
considered by Government every year and for the present it is considered 
unwise and impossible to raise the duty further; because it could not be so 
raised without increasing the maximum sale price of opium to the public. 

Whether the other provinces can raise their duty to the Assam rate is a 
question on which I have no information. 
-- Ct. ·7o.-Salaried persons are not employed in retail sale and distribution of 
opium in Assam. I have no experience of the working_ of this system. The 
effect of its introduction would involve a reduction of revenue unless at the 
same time the duty were increased. As the policy of the Assam Government 
is gradually to reduce the issue of the drug,. no change in the present system 
seems to be necessary at present. 

Q. 77.-The movement of smuggled opium is believed to be from the west 
through Assam towards Burma and the east. Paragraph 4- of the confidential 
letter of the Government of India No. 7378-7391-210 of the 13th September 
1913 may be referred to. 

There is no doubt that if by a revision of treaty arrangements the production 
of Malwa opium can be stopped and t~e cultivation o~ the poppy can be eff~ct­
ively prohibited. in India States; it Will be much eas1er to control smugghng. 
The stoppage of the supply from one of the principal sourc~ ":ou~d be a great 
gain. But I have no information whether such a measure lS Withm the sphere 
of practical politics. . 

The manufacture of Government opium and the cultivation of the poppy in 
Indiim States are under the control of the Government of India. Consequently 
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the prevention of smugaling should be dealt with by the Oriminal Investigat~on· 
Department. So· far a~ .Assam _is concerned, I should_ like to see the pr~vent1ve 
and detective staff of the ExCise Department workmg under the pollee as a 
branch of the Criminal Investigation Department. ~[he matter is under the· 
consideration of the Local Government. 

Q. 96.-A tax is a levy in money, iri kind or in service, imposed by a ruler or 
under authority derived from a ruler on a subject. A rent is payment made 
in money . in· kind or in service for the use of land or of buildings standing on· 
land.. The· terms· are not mutually exclusive : a rent may be a form of tax. 

In India land revenue is a tax taken by the Government as owner of the soil' 
in the form of rent. It really takes the place of a share of the produce of the· 
soil. In Akbar's settlement of 1571 it was one-third of the produce (page 275· 
Baden Powell's Land Revenue Systems· of British India). 

In some cases as in t.he permanent settlement of Bengal the Government 
parted with the riahts of ownership almost <;ompletely in return for an annual' 
payment of a surl: no'Y insignificant in comparison with: the D;nnua~ VD;lue '!f 
estates. In raiyatwar1 settlements such as those of the platns d1stncts m 
Assam (exc1uding the permanep.tiy-settled tracts) the Government has retained 
most of the rights of ownership, more especially the right to revise the land 
revenue. Essentially however there is no difference, except as regards terms: 
of settlement, in the relation between the Government and the payer of land 
revenue, whether the settlement be temporary or permanent. 

Q. 97.-The expression " cultivator " includes two classes; those who pay· 
land revenue to Government and hold their land under Government : and those· 
whC' hold under private landlords to whom they pay rent. Any tax a:f;lects the· 
person taxed, as it involves the sacrifice of the amount levied in-money or its· 
equivalent. 

But, where the assessment is fair, the revenue or i"ent does not adversely· 
Rfiect the prosperity of the cultivator. Unfairly high assessments whether of 
rovenue or of rent are bound to affect adversely the cultivator especially in· 
b~d seasons, more particularly in those tracts where landlords levy from time' 
to time at uncertain intervals cesses amounting to a considerable portion or 
the rental. Bnt whether a revenue assessment or a rent is fair or unjuslr 
is in every case a question of fact : and the subject ~annot be properly disoussed' 
except in relation to specific cases. General statements of universal application· 
on this subject are difficult to discuss and are therefore very convenient for· 
those who use them on account of their vagueness. 

In Assam the raiyatwari settlements have been made with the greatest care· 
and under them the districts so settled have advanced in vrosperity in a very· 
marked manner. Cultivation has extended and the conditwn of the raiyat has 
impi'O\Ted greatly i.n the last twenty years. The province can safely challenge· 
any one who is prepared to point to any part of it and: say that the revenue·' . 
assessment is unfairly high. 

Moreover the system of assessment provides several different method<;~ of.· 
easing the burden in times of calamity. . 

As regards private landlords, I doubt if there is any reason to suppose that·' 
there are many cases of oppressive rents. But the tenants, as compared with· 
the Government raiyats, suffer from insecurity of tenure and hability to 
forcible eviction, with the knowledge that when this happens they cannot fight· 
the landlord in the courts without risking financial ruin. 

The proposal to have a record-of-rights prepared in Sylliet, which would' 
hav~ cured t~i~ evi~ to a large extent! w~s very unpopular with the land~­
holdmg (as d1stmgmshed from the cult1vatmg) classes and was negatived by 
the Assam Legislo.ti'l'e Council. The same body refuses to lind funds for re• 
<ettlements in Assam. The fact seems to be that c~rtain of the land-holdin.r 
dasses favour such changes as abolition of raiyatwari temporary settlements· 
and the introduction of the permanent settlement to replace temporary settle­
ments because those changes would keep the executive Government and the· 
cultivator further apart and allow the land-holding clan~ to intervene between:· 
tl:e two. The Assam system of settlement as developed by Sir William Warde 
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'and Sir Bampfylde Fuller has always aimed at direct dealings between the 
·c?ltiva~or and the Government in temporarily-settled areas and to provide for 
tne former security in his holding and independence. And this object has 
'been attained. 

A statement is attached showing the variations between 1901 and 1921 of the 
.figures of population, cattle and cultivated area in Assam. 

. Q. 98.-The statement of Sardar Gulab Singh may or may not be true of 
-the place where he comes from or of parts of India, which he knows. If so 
there should be little difficulty in having the facts enquired into, as the matter: 
.ii true, is serious. 

As regards Assam the statements are largely void of truth. 

The first statements does not apply to permanently-settled tracts. But as 
r~gards these it is pertinent to enquire whether he maintains that private 

!Indian landlords assess their rents on cultivators with scrupulous attention to 
the raiyat's ability to pay, whereas the Government does not. If so, I do not 
-u.uderstand why the permanent settlement-holder as a class so greatly objects 
-to an enquiry into the actual rents taken by him and to a record of his tenants' 
.rights. A comparison of the rents actually' !&vied by landholders with the 
·revenue assessments of Government would be very interesting. Obviously 
if the cultivator of the soil ought to be relieved of payment of revenue in 
raiyatwari tracts, he should also in future be relieved of payment of rent to 
-his landlord. · ' 

As regards the raiyatwari tracts in Assam, the statement is totally false. 
During the whole of a settlement, the Settlement Officer's main care is to see 

:that in no circumstances should there be an overassessment, whether on a 
village or on an individual. There are many checks applied :-

(1) comparison with rent of similar adjacent holdings, 

(2) allowances by classification of land for bad fields in ·good villages 
and for bad soil generally, 

(3) allowances in fixing unit rates for the general condition of the people, 
(4) check by comparison with gross and net value of produce, 
(5) rules restricting individual enhancements; 
(6) publicity of assessment and power of assessee to enter an objection 

which is decided and then goes to the Government for consideration 
before assessment is confirmed. 

But in addition there is the personal element : the judgment of the officer 
who has no grudge against the people he is assessing and no pecuniary interest 
in the result of his calculations. It ia not in the interest of the Crown to 

·overassess any raiyat. And the Settlement Officer is there to see to the 
interests of the Crown. The position of the private landlord, who probably 
·does not trouble to make his own assessments, and of his staff are quite 
different: and they are to be judged by quite different standards. 

The second statement is misleading and fal.Ee. The comparison between 
the permanent settlement-holder and the cultivator holding from Government, 
although not at a fixed assessment, ia misleading. The comparison should be 
between cultivators holding under Government direct and cultivators holding 
under private landlords. The former are secure in their holding. and in their 
title to it. The rent is fixed for a fixed term and does not fluctuate and they 
are not liable t{) arbitrary exactions. The latter, even when they possess a 
nominal legal title, are not secure or free from liability to ejection by force, 
if they displease the landlord o; his age~ts. They cannot. afford ~ fi~ht their 
landlord in the courts, save m exceptwnal cases. Thall' rent IS liable to 
t>nhancement. And they are liable to be made to pay cesses at the discretion 
of their landlord. Of course there are good and just_ landlords.. But the 
position of an independent cultivator under Government IS far snpenor to that 
(If a tenant under a landlord. The former is his own master. The zamindar's 
'1'8iyat is not so. 



Statement sltowing inm·ease oj 

Population. Cn.ttle and buffaloes. Cultivated area. 
Districts. REMARKS, 

1901. 1921. I Inoreas~, 1901. I 1921. Increase. 1901. 1921. Iucrense, 

----- -----
1 2 3 I 4 5 I 6 7 8 9 10 11 

-------I 
Goalparo. 462,052 762,623 I 300,471 8~,932j 764,614 679,582 67,665 621,621 564,069• 

Kamrup 589,187 762,671 I 173,48·1 637,5171 821,306 283,788 492,849 700,666 2o7;n7 1 
i arrang 337,313 4.77,935 140,622 306,256 008,410 202,154 287,461 439,830 152,369 I 

Now gong 261,160 397,921 136,761 255,250 ! 373,665 118,309 216,132 362,427 146,296 

Sibsagnr 697,969 823,197 I 226,228 ' 380,164 ! 614,360 234,206 602,460 644,006 142,445 

Lakhlmpar 371,396 688,296 216,8on 170,616 401,17> 230.662 230,737 292,160 1&2,423 

GnroHills 138,274 179,140 40,866 ... 46,323 46,323 25,736 96,008 ' 69,272 

Aosam Valley Division 2,767,361 3,991,68£ 1,234,331 1,734,631 8,529.055 1,796,034 1,831,930 3,256,520 1,424,590 
or 41'76 or 103'48 or 77'76 

Caobar 4&»,693 
per cent. per cent. 

326,940 
per cent. I 

627,228 71,636 226,896 276,188 49,292 286,863 39,003 

Bylhet 2,341,848 2,641,3n I 299,493 1,098,732 1,646,685 -363,647 2,486,025 1,971,107 -616,918 

Kbasland Jaintla Hills 202,260 343,263 41,013 ... ... ... .. . 59,800 59,300 

Naga Bills 102,402 160,960 l 68,668 ... ... ... ... 103,000 103,000 

Lushal Hills 82,484 98,466 16,972 ... ... ... . .. 76,900 76,900 

Surma Valley and Hill Divi· 3,084,527 3,571,198 486,671 2,234,628 1,920,878 -803,7'55 2,772,878 2,636,763 -236,125 
don. or 15'77 or 13·66 or 9'30 

per cent. per cent. pe:- cent. 

Sad!ya and Balipara Frontlor 
dcorense. 

7;396 
decrease. 

Tract. 
... 48,350 ... .. . 21,814 ... . .. 7,396 

PROVINCE. 

I 
5,841,878 7,606,230 l,lM,852 3,969,269 6,472,342 1,618,083 4,60~,808 6,800,669 1,105,861 I 

or 30'03 Ol' 88':!1 or 25•96 
per cent. per cent. per cent. 

~OTB,-Population.-F1gnres nre cop1ed from the Census Tables for 1901 and 1921. · 
Cattle and buffalo and cultivated area.-Figures ate copied from the Season and Crop Reports of Assam for 1001·02 and 1921~22. 

W~ J;lave no! nt-.ma~ion a1)ou~ tho de9rease of 9attle ~nd ~ultivate\lare~ in Sylbot, Perhaps the ~revions fi~nres are wro~>~·~ 
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The third 5tatement may be true for the part of the country from which 
Sardar Gulab Singh comes. It ::S untrue of Assam. Of course, there are bad 
and corrupt Go>ernment ser>ants in Assam as elsewhere. But the revenue 
-collection and land records staffs in _-\ssam are drawn from the people among 
"hom they Jiye : and as they have an interest. in hereditary appointment-s or in 
prospecti>e pensions and as they are cho>en as the most efficient of their class, 
they are probably superior in honesty as a class to those among whom they 
live anr1 work. I nave no doubt that in the m"tt"r of tyranny and extortion 
·they are superior to the ordinary run of underlings employed by 1ne~ 
landlords. 

The time of payment of revenue in Assam is fL""<ed after a c-areful considera­
tion of local circumstances and the time >aries in dilferent tracts. 'Where 
the raiyat pays his re>enne from his rice crop the dat('s are the 15th .January 
'lnd 15th February: in mustard areas it is the 15th ~farch : in jute areas the 
15th Xo>ember. And applications for a change of date are considered. 

The cost of collection in A~sam is given below:-
Rupees 5,53,600~ on an ordinary land re..-enue of Rs. 89,09,0i8. t The total 

• E>timate :or !!I-!!-~. charge against. the head of land revenue is Rs. 17.52,000 
~ A•t·Jol re..-eone 'or according to the budget for 1924-25. This includes the 

1.923·2!. collection charges mentioned above, the cost of the 
.Assam Sur...eys and the Land Records staff. as well as the <·harp;es for Suney 
and Settlement : and a small sum for mana~ement of estates under Act X of 

189"2. The percentag:e including all these chargE-S and <'alcubterl on the ordinnl)" 
!and re>enue onh is less than 19-7. And the staff maintained is used for 
many other purpOses, e.g., collection of statistics, census, cattle census, agri­
cultural loans work and miscellaneous enquiries of many kinds, such as enquiry 
-in case- of general calamity or distress, not to "Peak of some semi-judicial work. 

Q. 99.-Tbe question· is not clear. The prices of produce form only one of a 
·number of factors in estimating what would be a fair rent. In any case no 
one can estimate in advance the nature of the seasons in years to come and the 
outturn of future harvests. The rents fi.'l:ed allc-w for fluctuation~ in the 
seasons. There are also means of reducing rents in times of calamity. 

Q. 100.-With regard to cultivators the revenue assessment fixes the rent 
~hey shall pay for the use of their land. It does not fix the proportion of the 
-rai>at's income which he is to surrender. It is true that former!... (and to wm<> 
~ent at present in the case of private rents) the assessment was a fixed 
nroportion of the gross outturn of his crop. A fourth of the gross produce was 
considered not unfair. To-day 50 per cent. of the gross produce is sometimes 
taken by private landlords. 

Of course if it is held that a raiyat earning less than a fixed income of 
·Rs. 2,000 (or any other sum) is to be exempt from land re..-enue, the argument 
would apply with equal force to raiyats holding under and paying rent to 
Indian landlords. It is open to them. therefore. to show the way b'" adopting 
this custom. They are not likely to agree to such a proposition. The effect of 
any such pronsion would be to encourage bad farming on as large areas as 
.could be then held free by the J,:aiyat. Whether snch exemption would affect 
fractionization it is hard to say. In any case it would be nece-'>sary to retain a 
staff for assessing the income from all sources of ('ach raiyat. Such a staff could 
net be trusted to make an assessment; oi any vslue, even if they could be 
-trusted to be honest. In any case they would not be less numerous or more 
honest or less rapacious than the present revenue settlement staff, not that this 
is bad considering the class of men from which the staff is drawn. 

Q. 101.-It has always boon the fOlicy of th~ Assam Government to 
.encourage the raiyat to apply for mutation punctually and regularly in order 
that his title may be correctly registered and that our records may be correct 
ana that the collection staff may thus know who is responsible for payment. 
To that end uncontested mutations if made in the field are done free : and 
the fees in mutation cases filed in office are low, -vide rule 128 at page 102, 
Chapter ill, Part II, Land and Revenue Regulation. 

A correct record is worth the trouble involved in its preparation and 
,naintenance from the point of view of both Government and the raiyat. 
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Fractionization of holdings is checked to some extent by the rule that no lease 
is issued bearinu a revenue less than one rupee, however small the area of the 
bolding may b~ . Whatever ll!ay be !·h" caR~ elsewhere, ·the proposal to tax 
mutations is unsmtable for raiyatwari areas In .!ssam. 

Q. 102.-Tbere are no state irrigation schemes in .!ssam: and I have no 
l<nowledge bow they are run. Irrigation is not a natural resource but the 
l\rtificial application to land of a natural resource (water). .The landlord who 
spends money on irrigation is entitled to share in the resultmg profit whether 
the landlord be .the State or a private person. 

Q. 103.-I presume the question applies to temporarily-s~ttled areas. The 
alternatives stated in the question are not mutually exclusive: nor do they 
exclude other alternatives. I see no great value in uniformity in these matters. 
The conditions of towns vary and considerable discretion ought to be allowed 
in each case to Government and its local officers. I would be strongly opposed 
to any proposal to make over {;he settlement and assessment of land in towns 
to lo~al authorities. It would be unwise to add land jobbing to their other 
activities. And there is no reasoh why the general revenues of a province 
should be deprived of a source of income of increasing value. 

Q. 104.-I should not attempt it, until I bad first decided exactly what I 
meant by the word "incidence." Incidence on what? Does the question 
t·efer to incidence on the individual, incidence on the total area, incidence on 
the settled area, incidence on the cultivated area, incidence on the family or 
on what? 

I should be inclined to compare the incidence in each case noted above, 
taking out separate figures for land in towns and land outside towns, land 
permanently settled (in towns and outside towns) and temporarily-settled land 
(inside towns and outside towns). 

The compilation would involve an amount of trouble probably entirely out of 
proportion to the value of the results. The best way to malte a rough com­
parison would be to take typical examples of agricultural areas in different parts 
of each province, each area to be about 100 square miles, work out the figures 
wanted for each area and then compare them. The results would probably be 
nearer the truth than would be figures r,btained by juggling with official 
statistical returns. For a true comparison should be based on a foundation 
of similarity. No comparison of assessments on soil units would be of the 
least value unless the central soil factor of 16 (for instance) was applied in the 
ease of each province to a land class a£ exactly the same nature. It is not · 
nece"nry for th<O' purposes of settlement that a soil unit should represent the 
same value in different districts or subdivisions of districts. 

I suggest that all incomes derived from rent of agricultural land (excepting 
ren~s of less t~an Rs. 100 a year realized by a cultivator) be treated as income 
clenved from mvestment and not as income derived fro:&. agriculture and be 
taxed accordingly. · 

At the same time I would allow the landlord a full deduction for all sums 
Sp<O'nt on ?mprm·ements, pl_nnting of trees, water-supply, schools, hospitals, 
roads, mamtenanc~ of pubhc places, marltets or on any other work intended 
for the benefit of h1s tenants and the surrounding countryside. · 

Mr. Barnes gave oral evidence as follows:-
The President. Q.-You are the Commissioner for the .!ssam Valley? 
.i.-Yes. 
Q.-You are also the Commissioner in charge of Excise and Land Revenue? 
-~-~There are two Commissioners; both of them are in charge of these 

subJects, so far as their own division is conc~rned. 
. Q.-May we take your answer to question No. 10? The total land revenue 
1s abo11t 92 lakhs of rupees. 

A.-Yes, 
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Q.-About one-eleventh of that consists of items other than the land reventut 
assessment. 

A.-It is roughly about 10 per cent. 
Dr. Paranjpye. Q.-May I ask you what the redemption of land tax: is? 

Have you any rule allowing cultivators to redeem land revenue? 

A.-I know very little about it, but I think there are rules undm· which 
permanently-settled holders can redeem the whole of their land revenue. 

The President. Q.-It is probably the same thing as in the permanently-
settled areas in Bengal. . 

A.-I think it is very much so. 
Q.-Do Government maintain their right to the fisheries in all the rivers? 
A.-They do in all the rivers in temporarily-settled areas. In the per-

manently-settled areas, the zamindars have no right in the navigable channel 
of the Brahmaputra, and I think the same thing applies to the other rivers, 
because they were not included in their estates when the permanent settle­
ment was made. 

Q.-You have dealt with mutation in answer to question No. 101. Could 
you tell us what the amount of the fee is? 

A.-I cannot tell you off-hand. I think it is given in the Assam Land 
.Revenue Manual. 

Q.-You refer to revenue from quarries, mines and mineral oil. Can you 
tell us the details of the ta:s:es levied on minerals, including mineral oil, in 
this province? 

A.-I do not like to give casual figures. I can get you the informatioiL 
Part of the revenue from oil is, I think, levied on the outturn of crude oil. 

Sir Percy Thompson. Q.-It is a sort of royalty? 
A.-That is so. 
The President. Q.-In your Land Revenue Administration Report you 

refer to receipts on account of royalty on coal and oil and .dead rent in 
oil. What are these? 

A.-Dead rent is an acreage rate on the area covered by the lease. 
Q.-Are all these minerals on Government land or are some of them in 

permanently-settled areas? 
A.-All are on Government land I think, and most of them in the Dibru­

garh district. 
Q.--can you give us a note of the various taxes or cesses levied on minerals 

in the province, how much goes to Provincial and how much to Central? 
A.-Yes. I shall .,send you a note. 
Q.-Then you have a poll tax levied from the 11Iiris and Singphos in the 

Lakhimpur district. 
A.-That is a tax in lieu of land revenue. A great many of these people 

are nomadic, they live in unsurveyed areas and the most convenient way 
to assess them is to levy a poll tax. 

Q.-Is the poll tax different from the hoe tax? 
A.-They are really different names, but practically they are assessed 011 

the household. If two families live in the same house, they would be regard­
ed as two families. 

Sir Percy Thompson. Q.-Is it a fixed sum? 
A.-Yes, a fixed sum per house; in most of the hill districts, it is Rs. 3 

andRs. 2. 
The President. Q.-The Land Revenue Regulation says that the Chiaf 

Commissioner may direct that in lieu of the revenue assessable on any land 
there shall be collected an annual tax on each male person who has completed 
the age of eighteen years taking part in the cultivation of the land at any 
time during the year of assessment, or on each family or house of persons 
taking part as aforesaid. 



371 

A..-As a matter of fact it is generally levied on houses in tho N ag(t Hills 
and in the G(tro Hills; but if two families live in the same house, they would 
be reg(trded as two houses. 

Sir Percy Thompson. Q.-Is it Rs. 3 a family? 
A..-It is Rs. 3 in the better-off areas and Rs. 2 in the others. 
The President. Q.-The poll t(tx is lev:ied f;om. the Miris !1nd, Singphos 

in the Lakhimpur district ; and house tax IS .lened m all the distriCts of the 
division except Goalpara and Darrang. 

A.-I think the poll tax is levied on men over 18 years of age, but l am 
not sure. 

Sir Percy Thompson. Q.-Where you do not have land revenue, you can 
have either a poll tax or house tax and in some districts the poll tax is taken 
on every male over the age of 18 and in others the house tax is a tax on 
families. 

A .-The house tax is really on the head of the house. 
Q.-Do you remember what the rate of the poll tax is? 
A.-I cannot say. 
Q.-It must be something less than Rs. 3. 
A..-It is not on each member of the family. 
Q.-The house tax is on the family as a whole? 
A.-It is really on the head of the family. 
Q.-A family may consist of 3 or 4 adult male members. 
A..-In practice that does not arise, because when a young man gets 

married, he generally moves to another house. 
Q.-But a family may consist of children o.f, say, .19, 20 and 21 years of 

ageA.-That happens occasionally. If they were living with their parents, 
they would be covered by the assessment on the head of the family as regards 
house tax. 

Dr. Paranipye. Q.-Who assesses this poll tax or house tax? 
A.-In the Naga Hills the villages are counted every two years by a 

British officer or by one of the Extra Assistant Commissioners. 
Q.-Have you got any village officers in these villages? 
A. .-They are all illiterate; the headman of each village is the represen-

tative of government in the village. . 
The President. Q.-Is not the poll-tax the same as the capitation tax? 

In column 9 of the statement you refer to poll, capitation, house and hoe tax. 
A.-They are really different names, but very much the same. 
Q.-There is another tax called dao tax. 

· A..-I do not know much about it; I think it is practically the same as 
the hoe tax. 

Q.-Can you give us any idea of the extent of these taxes? Are they levi,}d 
in all the districts in the Assam Valley Division except two? 

A..-They are generally levied in the districts of Kamrup arid Nowgong 
on tribes living in the low hiUs. 

Q.-That does not mean that they are levied on all inhabitants livina in 
these districts. "' 

A.-They are only levied in the tracts inhabited by jungly people who are 
not assessed to land revenue. 

Q.-Practically these taxes are all the same. 
. A..-The:y all. wor)t out to ':er;v: much th? same. T~ey are levied in slightly 

tltfferent ways m different d1strwts, havmg been mtroduced by different 
officers. 

1?--Are they levied on the whole tribe or on the members of the tribes that 
cultiVate? 

A..-It is generally ~n the household. 



372 

Q.-Whether they ha>e land or not? 

A.--In mO?t of these ca~es they may not ha>e indi>idual property in land. 
They clear a jungle, keep It for two years and then throw it up so that the 
amount <!f Ian~ taken up by each family is uncertain and chang~ e>ery year. 
They decide this year that they would take up a certain area; after two years 
that area is abandoned and a new one is taken up, so that you never c:1::. 
know how much Ian? each man has got in a particular area, because it 
depends on the capacity of the family for work. .And if there is sickness in 
any family the women also go out to work. 

Q.-so it comes to this: that you tax every family? 
A.-Practically that is what it means. 

Q.-You allow jnngle clearing freely? 

A.-In certain areas it is allowed and among certain tribes. The best 
instance is in the Garo hills where the village boundaries are known and the 
particular -village may cultivate anywhere inside the village boundaries free 
of any tax. But members of other villages may not cultivate inside that 
area without paying rent to the head of the village. 

Q.-.Are they allowed to take also water? 
A.-That is a question which hq~ not arisen. 
Dr. Paranjpye. Q.-What do they do with the timber? 
A.-They generally burn it. 
The President. Q.-.Are the 'grazing dues' payment for grazing in 

forests? 
A.-Partly. If they are for grazing in reserved forests, it goes to t.h~ 

forest revenue. But it is generally for grazing in what are known as " nn~ 
-classed State forests," that is, land not included in reserved forests but at 
the disposal of the Government. 

Q.-Is the permission to graze for a specific piece of land or is it simply 
on the number of cattle? 

A.-There are certain areas reserved for professional graziers, but they 
are not obliged to graze inside those areas. .A question has arisen about the 
liability to grazing ta"' of raiyats' cattle and the rules are being revised and 
the matter is under discussion. The old rules are unsatisfactory becauss the 
question has to be decided in each case whether a man is a professional grazier 
or not; and if he was not he was exempted. 

q.-It is practically a tax on the professional grazier? 
A.-Yes; it is a tax on his trade really. 
Sir Percy Thompson. Q.-Yon were talking now about mutation fees. I 

see that the total for the whole year is only Rs. 65 (Col. 5 of the Statement). 
It is very small. 

A.-.A petition for mutation ought to be stamped. Probably the. revenue 
will come under stamps. 

Q.-The whole total of these miscellaneous items comes to about 11! lakhs 
of rupees out of a total of 92lakh•. :n seems to ~e a large proportion. 

A.-Yes· but it is entirely separate from the ordinary land revenue. It 
is merely a' collection of miscellaneous items. 

Q.-What is your real land revenue? 
A.-The figures are given in page 8 of this year's budget. The revised 

estimate for 1924-25 is 90·26 lakhs for ordinary land revenue; the accounts for 
1923-24 are Rs. 90,67,921. 

The President. Q.-With regard to question No. 12, the point I ~hould like 
to know is what yon would include in calculating the tota~ t~xat10n of the 
prorince; because we are instructed to make adjustments Withm the present 
limits and we are asked whether any part of the re>enue from forests falls 
within the definition of tax. 

A.-It depends upon what is the defi!V.tion of 't:lx! 
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Q.-Roughly speaking, it is a compulsory paym~nt for .th~ go.oc;l o_f the State. 
for ·which the payer gets no specific return; that IS the hmitatwn Imposed by 
most of the modern writers. If you accept it, then does forest revenue come 
under tax? 

A..-I should call it a tax. 
Q.-Don't you get a specific return in grazing, timber and so on? 
A..-No; I do not think so. You might get the timber without or with 

the tax. · 
Q.-For any payment you make to the Forest Department you do get a 

specific return? 
A..-It is not quite that. You do not get the thing unless you make the 

payment. 
Q.-In the case of income-tax you get a general return from the State. 
A..-I think the return has got nothing to do with the taxation. 
Sir Perc11 Thompson. Q.-If it is not a tax, you get a quid pro quo for 

your paymeitt. If you get woocl for your payment, then it is not a tax. 
A..·-But if you can cut your timber free in the forest? 
Q.-You draw a distinction in your answer to question No. 96. You say 

"A tax is a levy in money, in kind or in s.ervice impose~ by a ruler or und?r 
authority derived from a ruler on a subJect. A rent IS payment made m 
monev. in kind or in service for the use of land or of buildings standing on 
land.i' In the one case you get a specific return when you call it a rent a~d 
not a tax; and in the other case you get no specific return and you call It 
a tax. 

A .-l5ut then rent is also a tax. Tax iii. a wider term than rent. Tax 
may takfl the form of rent or duty or anything else. 

Q.-The terms 'rent' and 'tax' are apt to be used loosely. Take, for 
instance, the case of England, where the tenant pays rent to the landlord. 
You W•··uld not call it a tax. 

A .--Because it is not taken by the State. 
The 1'-re.<iden.t. Q.-'fhen we take it that you consider that you ought to 

include forest revenue in the total taxation? 
A..-I certainly think that forest revenue is a tax. It is a means of taxing 

the people for the use of timber. 
Sir Percy Thompson. Q.-When I want some firewood I use my money. 

How is it different from my going into a shop and buying? 

A..-Only the difference is that in the one case the State is the person to 
impose the price that you have to pay for the privilege of cutting in the 
State forests. It is not the case of the State having the firewood for sale. 
If you ~vant to take firewood from the. G?vernment forest, you have to pay 
a certam sum of money before you do It Irrespective of the market .value of 
the firewood. · 

Q.-On that analogy surely the price you take for railway tickets is a 
tax. 

A..-If it is a State railway, certainly there is an element of taxation in 
• it. A tax is fixed without reference to the market values. 

The P·residen.t. Q.-But supposing you have two forests one belonging 
t? the State and the ?ther to a p:ivate landholder; and the' State sells the 
hmbe_r at the same priCe as the private landholder sells it. Do you still aa:v 
that I~ you buy from the State you are paying a tax and if you buy from 
the pr1vate man you are not? 
. A..-Ye~;. I think it is correct ~o say that the payment made for permis­

SIOn to extract the forest produce IS undoubtedly a tax. 

Sir Percy Thompson. Q.-If the whole land is nationalised then taxes 
would go up by _leaps ~n~ ~ounds; because things which in the p~st had been 
p~ym;mts to private md1v1duals would become taxes in a system of nation­
ahsatwn because they are payments to Government. 
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A.-That will be the case if you antionalise the permanently-settled land in 
Bengal; the money will go to the Government. 

Th~ Pr~sid~nt. Q.-In answer to question No. 28 you say "Under repre­
sentatlve mst1tutions the liability to perform the duties of citizenship would 
seem to form the qualification for representation." Would. you regard service 
as one form of taxation and one form of contribution? 

A.-Yes; I regard compulsory service as a form of taxation. 
Q.-You would advocate service as a form of taxation? 
A.-As a matter of fact we do requisition services in Assam. In soma 

cases we requisition free service. 
Q.-,Ve have witnesses who recommend that instead of taxation on ~he 

poorest classes you can take some service from them. 

A .-There is a great deal to be said for it in regard to savage people 
and it is actually done; for example, in the case of an expedition. There is an 
ambiguity as between taxation in money and other forms of taxation. My 
point was that taxation in money was not a necessary qualification for citizen­
ship. 

Q.-You would not advocate giving voting power to people who pay no tax 
and giving them power to tax the rich? 

A.-No. 
Q.-Would you confine taxation to non-essentials? 
A.-Yes; if it could be done. 
Q.-But is it not the modern idea that everybody should know what he­

is paying and why he is payincf in order to control his representatives in 
the Legislature? . 

A.-That is a view which I do not·sympathise with at all. 
Q.-You do not feel that indirect taxation weakens the sense of citizen­

ship? Does not your direct taxation give you a very live interest in what 
your representatives are doing in the Legislature? 

A.-I do not think so. 
Q.-With regard to excise, in answer to question No. 66, you say "The· 

vendor has to pay a license fee which is calculated as a vend-fee realised on 
the London proof gallon." I see a reference elsewhere to other methods; one 
is the auction method and another is the tender method. 

A.-Yes; the auction system is becoming rather unhandy just at present. 
because everybody knows what the maximum bid will be. 

Q.-Then, why do you impose the maximum bid? 

A.-You have to do that; otherwise they bid so high that the shops cannot· 
honestly run at a profit. For instance, take opium. They would offer bids 
which would leave them no profits at all, with the deliberate intention of 
making profit out of illegal practices.· 

Q.-You will have to prevent such practices, by taking drastic measures 
against dishonest vendors. 

A.-Is it.correct for the State to make settlements knowing that you are • 
driving the settlement holders by competition to resort to illegal methods? 

Q.-You don't drive him; he does it himself. If he deliberately goes into. 
the business with the intention of making illicit profit, you ca:q break him 
and the same thing would not happen again. 

A.-We fix the maximum bid and if there are a number of persons who bid· 
that amount, we make a selection out of them. 

Q.-Does it work better? 
A.-Yes; much better. At present they are doing it by tender for each 

shop. The tenders are opened by the Deputy Commissioner and after consuL. 
tation with an Advisory Committee he selects the settlement holder. 

Q.-I find from the last year's report that the tenders were extravagant .. 
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A.-That was because the thing had not been explained p~operly to the 
llidders. This year I had made it known that extravagant bids wo~ld not 
·be noticed and the consideration of the Committee would only be givell: to 
reasonable bids. Therefore, in the two districts in. which it has be~n tned, 
it is working perfectly well. We .say _we are not gomg to accept a bid a~JOV:e 
,a, certain amount.. Of course, It will leave a profit .t? .the ma~. This IS 
simple and solely to see that he may have no excuse for IlliCit practices. 

Q.-But does it make him less liable to resort to those practices? 
A -There are lots of respectable people who won't take these licenses o:.t 

·any ~ther terms, because they do n?t want to take the risk of going to jail 
or being subjected to heavy penalties. 

Q.-Your view is that if you have the system of auction, people know the 
biddings will be high and decent and i'espectable men won't compete. On the 

-other hand, if you have a maximum there will be a chance for decent men. 
A.-That is what I mean. If you are going to have unlimited auction, the 

·man who goes in for illicit practices always outbids the honest man. 
Q.-How·are you going to select men when they do not compete in the 

.auctions? 
A.-selection will be made among the competitors. 
Q.·-The report says that everyone 0ffers the maximum. How are you going 

to distinguish the honest from th~J dishonest? 
A.-:Maximum there means the maximum bid at which you are going to 

settle. It is not the maximum of the extravagant bids but the maximum 
fixed by the Commissioner after allowing a certain percentage of the profit. 

Q .-But do the competitors know what t}le> maximum is? 
A.-They are not supposed to, but they generally have a working idea. 

][or instance, take the opium shops here. They know that a profit of Rs. 3 per 
seer is allowed, and what the maximum sale in a shop·is likely to be. 

Dr. Paranipye. Q.-Does it subject Government officers to very strong 
-temptation? 

A.-I do not think so. 
Q.-When this system was tried in Bombay it was found that the whole 

-excise staff was corrupt. It was finally given up. 
A.-I have no reason to think so as regards Assam. 
The P1·esident. Q.-Jn other provinces they have been reduced to select;"!l.g 

licensees by lot. 
A.-That was tried by a Deputy C·,mmissioner this year. He put the names 

.of the selected licensees into a box and drew lots with the result that a lot of 
-decent people who had carried out the rules Iost their shops simply as a 
matter of luck. So I had to reverse the whole thing. 

Q.-On what principle do you go? 
A.-Provided they had not committed any offences in the previous year 

wherever possible I put in the old licensee if he was a good man. ' 
Sir Percy Thompson. Q.-The unljmited auction system breaks the honest 

man and helps the man who commits most illicit practice. 
A.-I think that will be the natural effect. 
Q.-If you adopt the system of taking the old licensee, it will create a sort 

·Of vested interest. 
A.-;-You can have a consultation with the local Advisory Committees. I get 

that kmd of argument from people who had licenses for 20 or 25 years. Quite 
recently a license was refused to one man, though he had held it for the past 
twenty-five years, owing to the fact that he was fined for three offences con­
nected with selling liquor. I said I was not going to take him again unless he 
promised better behaviour next year. 

The Pusident. Q1-If you have a weaker successor, the old licensee wiD 
.have a permanent settlement. 

A.-I do not think I will have a weaker successor 
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. Q.-From the figures you ga>e, there has been considerable illicit distilla­
tion . 

. -1.-Yes. The increased numhPr ,.,r cnses arose part!• because one month 
we took special measures to suppress offences. · 

Q.-If you had a competent staff working all the twelve months, you would 
ha>e a larger number of cases. 

A.-That is quite so.· But from the revenue point of view, I do not know 
whether we should make a profit. 

Q.-The review says that it is idle to pretend that these figures give any 
indication as to the illicit traffic. 

A.-The fact of the matter is that distillation goes on in remote places 
where it is >ery difficult to controL 

Q.-In tea gardens? 
A.-Xot much distillation, but :t ;wod deal of brewing. 
Q.-The sale of rice beer is prohibited? 
A.-But anybody can brew it for his own use. 
Q.-It is stronger than country spirit? 
A.-Xot in every case. Ordinary rice beer is not strong. The Cachari 

liquor is strong. During pujas they brew particularly strong liquor. 
Q.-Is there much drunkenness ou pa~h1rai? 
A.-There may or may not be. 
Q.-No attempt is made to control it? 
A.-Beyond the prohibition of selling and prosecutions, nothing. 
Q.-A.re there members in the Local Council who are for prohibition? 
A.-There are certain members. 
Q.-Do they know how pachu:ai is being used? 
A.--some go so far as to excommunicate people when they drink anything. 
Q.-Do you get any duty on foreign liquor? 
A.-It is a question which has jnst been raised. We have now made 

arrangements by which the duty will be credited to the Assam Government. 
Q.-You.ha•e not got last year's credit as yet? 
A.~I do not tlllnk so. 

~.,..Q.---Dn what principle do you fix the fee on foreign liquors? 

A1.--Generally we fix a lump sum fee. Country liquor license fees are 
fixed according to the number of proof gallons sold. 

Q.-You have not got the Bengal system of decreasing the proportion of 
profit as the sales increase. It has been very successful. 

A.-No. I think that would be a splendid thing. 
Q.-Do you get wild ganja here: 
A.-Yes. People collect it and sell it. If they cultivate it the plant im­

pro>es and you get a stronger intoxicant. 
Q.-You refer to jts being mixed· with Bengal ganja. · Does it bear any 

resemblance? 
A.-They try and mix it. 
Q.-You ha•e got _a t~emendou,ly h~~avy d?ty _on regular flanja ;m? you 

are allowing free culttvatwn of something which IS comparattvely stmllar. 

A.-You cannot help it; it is growing e>erywhere. 
Q.-"\\ould it be impossible to prohibit the cultivation of hemp by a heavy 

duty? 
A.-You cannot prohibit the natural growth on waste lands. 
Q.-You pay 25 rupees per seer? 
A~ I cannot say except roughly. 
Q.-That is a very extraordinary price to pay, is it not? 
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A.-I do not think so. That is a matter of contract between the golahdars' 
and vendors. 

Q.-Does not Government make a C'Ontractr . . . 
A.-I ·do not know; I cannot tell yon as I have never enq~n·ed mto th1s· 

point. 
Q.-Yon say yon fix maximum prices for opium, do yon succeed in enforcing: 

them? 
A.-Yes. Very heavy penalties are imposed'. If anybody is found selli~g, 

opium above the I;naximum price, l~e will get his ~ioense cancelled an~ los~ Ius 
two montlis deposit. Rather than mcrease the pr1ce, th~y sell by short weight .. 
And the consumers inform us where they get short werght. 

Q.-What do yon think of _the proposal t? have pills manufactured at the· 
Ghazipnr OpiuJ71 :Factory and Issued for sale 111 sealed bottles? 

A,'7"I think it will be a very interesting experiment: but the experh;nent. 
will have to be tried very carefully. Supposing ~here is found to be a b1t ?f 
mud in the pill instead of opium. Government w1ll have to be very ca1·eful m. 
manufacturing this. 

Q.-Don't you thin]< the factory would do the work honestly? 
A.-I do not know. If you have thousands of seers of opium and are­

making tl'tousands of pills, I think it will be very difficult to· control. I would. 
like to try this experiment as a prevention of short weight selling. 

Q.-You register the consumer in certain districts? · 
A.-Yes, in Goal para district it has been going on for. one year. It is 

being introduced in another district this year and next yea1• we are going to· 
introduce it in the whole of the Assam Valley Division. 

Q.-Opium is used very little for smoking, bU:t mostly eaten? 
A.-Yes. A man from outside \"ho con'J.es·into Assam will he allowed. for a 

few weeks to obtain a special pass, but the idea is if he does not obtain that. 
permil, he will have to give up opimn or stay away. 

Q.-Is opium commonly usecl as a domestic remedy? 
A.-Yes, that is the reason why so many people take to opium. They begim 

to eat it as a remedy first. But the Assamese look with great contempt on 
opium eaters. 

Q.-'-Does the shop ration correspond to the total of the registered con-· 
sumers' ration? 

A.-That will be when the registers are completed. As the opium is sold' 
in ·whole seers, the shopkeeper will have always a little in hand. We cannot,. 
therefore, work it out exactly. The total ration of a shop won't be fixec1 
exactly with reference to the total amount of consumers' demand on that 
shop. You cannot issue to the vendor fr<;>m the treasury a fraction of a seer .. 

Q.-Is not your system that you have a definite quantity to be sold at· 
fixed prices to fixed people? 

A.-No. 
Q.-You cannot issue opium through dispensaries? 
A.-You could not nsk the doctors to give their time for this work. After 

all, you allow Rs. 3 to Us. 5 profit on each cake of opium. The vendor likes 
to have opium in his shop even if you allow a very small profit because it 
enables him to push his trade in other things. 

Q.-Would it not be the best plan to deal with it? 
A.-I think our present plan works quite well and saves lot of trouble. 

. Q.- You refer us to a circular of 1913, can you tell us what that circular· 
lS r · 

A.-He1·e is the circular I have referred to. 
· Q.-Do you favour the formation of an Excise Criminal Investigation De­
partment? 
. A.-I d? not think that in Assam the separation of Excise and Police detec­

tive work 1s very sound I would prefer to have it under one contro!P We-
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3re making experiments now, with a view to letting the police do the detective 
work. 

Q.-You have abolished some excise staff? 
A.-Yes, that was done as a measure of economy. As a matter of fact 

-our excise officers are not good detective officers. 
Q.-Don't you find that the Police have got much more important work to 

·do and tend to neglect excise work? 

. A.-But there are plenty of rewards given for these cases and this will 
induce the police to do this work. Of course we only want them to do this 
work in conjunction with the excise staff. .At present the police do not ordin· 
·arily touch excise cases. 

Q.-In Sylhet you have abolished the excise staff? 
A.-;-Yes, the work h~s been handed ove)" to the police. It is worked by the 

-Bupenntendents of Pohce. I do not know much about it. I think the In­
spectors have been abolished. In the Assam Valley we abolished the Excise 
Superintendent in one district. 

Sir Percy Thf?mpson. Q.-You say the restriction in the number of licenses 
-cannot result in the increase in the value of the shops in those cases where the 
prices of liquor to the public are fixed by orders and the alcoholic strength 

-of the liquor is fixed by Government. Supposing you have 10 liquor shops in 
a given area, will they not be more .aluable than if you have 100 shops in the 
same area? 

·A.-That might be. But there is no monopoly value over and above tho 
profit you would -get before the amalgamation. There would be no increase iu 
profit as it would not be a monopoly system as the maximum price is fixed. 

Q.-Don't they make 10 times the profit? 
A.-The Government would not get more profit. You don't get an;v 

·monopolist profit. 
The Hon'ble Sardar Jogendra Singh. Q.-Your point is that land revenue 

is in the nature of a tax or the element of taxation is not absent from it? 
A.-It is a tax taken in the fonn of a rent. 
Q.-Your criterion would be that the prosperity of the tenant conti:c.ulll 

·to improve steadily as has happened in .Assam? 
A.-If it is properly worked. 
Q.-You favour no change in the policy? 
A.-I think in our raiyatwari settlements we are doing very well and I 

-think the system is quite good. 
Dr. Paranjpye. Q.-Do you think that cultivators in those districts unde1 

pennanent settlement are a good deal less prosperous than in the raiyatwari 
areas? 

A.-I do not know if I would say that; but I think the cultivators in the 
Jlermanently-settled districts are in a rather less favourable position than the 
~<mall tenant under the Government . 

. Q.-Which are the more prosperous districts generally speaking? 
A.-It is very difficult to say. Personally I think the raiyat under the 

-Government is by far better off than one under the zamindar. 
The President. Q.-You have an- extraordinary variety of systems. 

Could you illustrate some of them? Pennanent settlement is the same as in 
'Bengal? 

A.-Yes. 
Q.-Temporarily-settled is ordinary raiyatwari? 
A.-Temporarily-settled periodically estates are those over which the.raiyat 

'has got a pennanent right of occupancy, hereditary and with the right of 
selling subject to resettlement of rates of revenue. Then there are the annual 
leases which do not give him any right at all, but unless the raiyat gets a 
notice six months before the end of the settlement he has got the right to a 
;renewal. 

Q.-What are the annual leases? 
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A.-They are applicable to people who clear the lands and than begin to· 
grow crops on them. They are generally for fluctuating cul~iva~ion. The less_ees. 
are assessed only on the area they take up actually for cult1vat10n. Supposmg. 
a raiyat wants to take a new plot of land he can go and ~ork on ~he land a:nd 
every year it is measured up and settled. Anybody who 1s found m possess10n 
of a bit of land is assessed. 

Q.-There is no land revenue attached to the land? 
A.-No. The rates are fixed, but there is no revenue attach~d to the parf.i­

cular field. For instance a man takes up a bit of land and the rate for waste· 
land taken up is fixed at 'such and such a figure according to the classification 
in which the land has been classed at resettlement and he gets the rate fixed\ 
for that class. 

Q.-At a settlement do you settle the whole of the cultivable land? 
A.-Well, it depends upon the resettlements. You only settle lands ac-· 

tually found in possession of someone. You do not settle waste land. 

Q.-What we do in Madras is we settle the whole village subject to certain . 
rules and any man can go and take up the area and pay the rates. It is·· 
assumed to have been taken under ;raiyatwari settlement? 

A.-In that case when he takes up land in that way does he get automati-· 
cally transferable right? In Assam it is not so. 

Q.-You have different rates for ordinary cultivation and special culti­
vation? 

A.-Special cultivation means where land is taken up for crops like tea. 
where the amount of capital is considerable. They are charged at a lower 
rate. 

Q.-Then you have ordinary raiyatwari with periodical full rates? 
A.-Yes. 
(J.-Then you have nisi khiraj? 

A.-Yes, they are grants granted by the old Ahom Kings generally to· 
religious institutions to be held at half the rates of rent levied on the ordinary 
cultivation. The ordinary cultivation is what they call at lchiraj rates andl 
Jlisf khimj means half of the khiraj rates, and these grants are assessed at the 
DR!t rates. They are settled and classified exactly as the ordinary cultivation 
Nisf khiraj are periodical and classified for one year 10 years 20 years. You 
will find the figures in Appendix I, page 3, L. R. 'Report. 'The rent is not­
permanently fixed but they are transferable and the holder has got the right of' 
occupancy. 

Q.-Then you have special settlements, what are they? 

A.-I ~annot say off-hand. I can only give you the reference. It is in the. 
Introductwn to the Land Revenue Manual. 

Q.-You take special rates for town lands? 
A.-Town land settlements are made separately. 
Q.-Under what lawP 

.A:-I thi~. it is under the land revenue regulation under the orders of the· 
Chief Commissioner. 

Q.-You have waste land grants? 
4.-Yes, under .the old rules. They are old tea estates when tea was first 

cultivated. You will find the description of it in the same Introduction. 
Q.-Fee simple grants? 
A.-There are very few fee simple grants. 

Q.-The bulk of the ordinary cultivation is periodical on full rates tem--
porarily-settled at periodical full rates? ' 

A.-That is. the main thing. 

. Q.-Did your Council negative the funds asked for for making a record-of-· 
n~~? . 



380 

A.-They did last year, but they have passed it this year. 

Q.-What is the effect of that on the programme? 
A.-Nothing; Government certified it. 

Dr. Paranjpye. Q.-As regards private landlords you say that you doubt 
~hether there is any reason to suppose that there are many cases of oppres­
sive rents. But the tenants, as compared with the Government raiyats suffer 
from insecurity of tenure and liability to forcible eviction. Havenit they 
-got any occup:l'ncy rights? 

A.-Yes, they have occupancy rights, I think, under the Act of 1869 but 
forcible eviction is a negation of rights. That happens everywhe.N>. You' may 

··have the right to remain on your land, but if somebody actually turns you out 
:your rights have not much value. ' 

Q.-If you look at the figures in the table on page 374 of your written state­
ment, you will find that in Goalpara district there is an extraordinary rise in 
·the number of cattle and in the cultivated area. The number of cattle in 1901 
was nearly 85,000, while in 1921 they rose to nearly 7 lakhs. What is this 

·.due to? 

A.-It is due to the very large increase in cultivation due to migration 
from Bengal, and extension of cultivation by the indigenous population. 

· Q.-The population has gone up from 4! to 7! lakhs; on the other hand, the 
.number of cattle increased by about nine times. 

A.-There has been a great deal of increase in professional grazing. 
The President. Q.-Is there such large migration taking place from 

Bengal? 

A.-Yes. 
Q.-Do you restrict them to a particular area? 
A.-We are trying to keep them apart from the Assamese. 
Q.-The settlement rate for the Assamese is on the basis of a return con­

;~;iderably less than what the Bengal cultivator would get .out of the land? 
.L-An Assamese raiyat taking up a land does not- pay less than the Ben-

gali who takes up a similar piece of land. 
Q.-The Bengali does not pay more? 
A .• -No. 
Q.-Actually the Bengali would get a very much bigger return. 

A.-Yes, that is because he is more industrious. 

Q.-If you leave th& Assamese out of account and settle lands at rates cal­
~ulated for the more industrious class, you would get milch more land revenue. 

A.-I suppose so; it is rather a difficult question to answer, because new 
.settlers are entitled to consideration. Once they settle in, they would improve 
the land and make larger profits. 

Q.-Is it not a fact that your settlement is advantageous to the Assamese 
although he is a lazy cultivator P 

A.-I do not think that; except in certain out of the way places. Our 
Battlements are lenient. There is no discrimination made between one class of 
persons and another. 

Q.-The discrimination is in trying to keep the Bengali out of the Assamese 
village: 

A.-That is only done because they do not get on well-it is done to avoid 
crime. 

Dr. Paranjpye. Q.-If yon look at the figures in the table again, yon will 
find that in Sylhet district the population has increased .by about two lakhs, 
while the number of cattle have decreased and the cultivated area has also 
.decreased. ·What is the reason for this decrease in the Sylhet district as 
.against increases in practically all the other districts? 

A.-One reason is that there is very little waste land left in Sylhet. 
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Q.-That does not mean that the ~ultivntecl area will diminish by five lakh~ 
.()f acres. ' -

A.-I. am afraid I cannot make any statement off-hand. I will try to:find 
out why it is and send you a note. 

Q.-You say that landlords levy cesses at their discretion; are there no 
laws to prevent them from levying these cesses? 

A.-The raiyats cannot put the Jaw· into force. 
Q.-It appears to be an extraordinary state. of affairs that the ra~yats are 

liable to be forcibly evicted from their lands and cesses ·can be leVIed upon. 
·them at the discretion of the landlords. · 

.4..-It is clone all over Bengal. 
The P-resiclent. Q.-Is jute largely cultivated in Assam? 
A.-The area under jute is increasing very rapidly. 
Q.-A suggestion has been ~ade that Bengal. should have t];e e::rport duty 

•0 n jute. If Assam has any consrclerable area of JUte under oultrvatron, Assam 
would also ask for a share of the duty. 

A.-Why not? That brings -qs _to th.e1 expor~. duty on ~e11 .. I _am· not 
prepared to speak for the Government, "but personally I and other men think 
that it is unjust that the export duty on tea should be taken by the Govern­
ment of India ancl that the Prov~ncial Government should get nothing ol!-t o£ 
.h. . . . . . . 

Q.-Would not the·Govemment·of hclia sa:f.that you have m~ opportunity: 
of taxing their land? · . 

A.-The cluty.on tea was put on as a war measure on the distinct under­
standing that it was to be temporary. It is apparently going to continue, 
which is not fair. Anyhow it is a duty on an article which is grown in Assam; 
it has to compete with foreign tea and if we have to pay the tax, we do no~ 
see why we should not get the rGsult of it. · ·' 

Q.-Is it not a fact that the .levy of the duty has been made possible by 
the extraordinarily low incidence of land revenue in Assam? · 

.4..-That would be an additional reason to give \IS the tax. The land 
revenue rate is light, because the desire was to get tlie _province -developed: 
Ten is a very fluctuating industry. There is a boom now, sometimes you get 
periods of depression. 

Q.-<..Jould you give us any idea by reference to particular estates what 
proportion the land revenue bears to the profits of the estate? 

.4 .. -I cannot personally, but it is very small. 
Q.-You say that the cost of collection of land revenue fs 19·7 per cent.; 

does not that exclude the overhead charges for Collectors and Commissionet•s? 
11.-It includes the collection charges, the cost of the Assam surveys and 

-the Land Records staff, as well as the charges for survey and setj;lement. · 

Q.-But does that include any part of the overhead charges? 

A.-It includes charges which ought not to be included, e.g.,. the profes­
sional survey staff ; it does not include the general establishment ~aff. 

Q.-=.rn your se~tlements do you have anything corresponding to what we 
call the commutatiOn rate? One of the factors taken into consideration in 
fixing the rates. for settlement _in Madras, for instance, is the average price 
-of standard grams for the prevwus twenty non-famine years . 

. 4..-We have nothing like that, but the prices over a period of years are 
considered. 

Q.-What is the term of your settlement? 
.!.-The .last settlements were for 20 years; they are just falling in now and 

the proposal is that the next settlements should be for 30 years. 
Q.-Is there not a considerable difference in the share of the economic 

rent that is taken between a settlement that is falling in now and was made 
·20 years before the War and a settlement made last year? 

N 
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A.-Ther" is bound to be a difference in the relation between tfu; rent tnkerp 
and the actual value of the total produce. 

Q.-That is an inequality you want to get away from? 
A.-No. 

Q.-You say .that the revenue assessment does not .fix the proportion of the 
raiyat's income which he is to surrender. 

A.-He may have income from all kinds of sources. 
Q.-That is not income from land. 
A.-The income of the family from all sources is not considered in making· 

a land revenue assessment. The income from land is practically the same as 
the net value of the total produce. This income will be calculated practically 
on the net value: and the revenue assessment has a relation to the gross 
produce; that, however, is only taken as a guide. 

Q.-Is there no attempt to get at 50 per cent. of the net? 
..4.-If we find that the assessment is 50 per cent. of the net value in any 

case, that case will be seriously looked into to see what is happening. 
q.-But you do not attempt to work to that? 
A . ...,-No. The relation of rent to value of produce is simply a guide. 
Q.-Please refer to quest}on No. 104. What we are trying to arrive at is 

in some way to compare the land tax in different provinces, and obviously it· 
is no use dividing the land tax 'by the population or by the area. The only 
thing that would help us to arrive at the comparative incidence seems to be 
to take the proportion of the economic rent as compared with the net produce. 
If one province takes a fourth of the economic rent, another a fifth, another a 
sixth and so on, you will have some idea of the comparative incidence of lana 
revenue. 

A.-It would be all right if your land yielded the same every year, bu·b it 
does not. 

Q -To get at the economic rent, would it not be as good as anything to­
take the rents fixed by the settlement officer? 

' A.-You would then get very high rents in areas where the population is 
very dense, and low rents in sparsely populated areas. 

Q.-Would not your land revenue also be low in a place like that? 
A.-Probably where there is a great deal of waste land about, your land' 

revenue would be low, unless the soil was exceptionally fertile. 
The Hon'ble Sardar Joaendra Sinah. Q.-You have suggested that the­

best way to make a rough comparison would be to take typical examples of 
agricultural areas in ,different parts of each province, work out the figure& 
wanted for each area and then compare them. 

A.-That \vould be a very expensive thing to do; and I do not think it 
would be possible to get the results required in this way. · 

The P1·esident. Q.-Would not you do it by a process of sampling? 
A.-I do not think you would get a general average of any value. 
Q.-'\Vould you tax all rents to income-tax? 
A.-That is a suggestion I have thrown out for ~iscussion. I· would 

certainly differentiate between the man who actually cultivatfJs the la~d (and 
who I think ought to be entirely free from income-tax so far as agriculture 
is c~ncerned): and the man who simply receives rents. 

Q.-Your Land Revenue Administration Report for 1923-24 says that it ia 
now nearly five months since the salt tax has been reduced to its former level, 
but no appreciable reduction in the retail price is apparent. Have you any 
idea of the cause of that? • 

A.-I have no information at present on the subject; As a matter of 
fact, whenever the salt tax goes up or down, the effect 1s never passed on 
wholly to the consumer. 

Q.-In this case it does not seem to have passed on even partially. 
A.-Quite likely; I have not made any investigation on the subject. 
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Mr. C. GIMSON, I.C.S., Offi.ciating.Commissioner of lncome•Tax 
and Inspector~General of Registration, Assam, · 

was next examined. 

Written memorandum of :Mr. Girnso1~. 

Q. 83.-'fhe question is one of policy and therefore concerns the Govern; 
ment, the public and the Legislatures rather th~n the Income-tax Department 
which is concerned with assessment and collectwn. O_n general grounds I d_o 
11ot advocate ,. ·ty immediate increase in t~e r~ttes. of mcome-~ax. The tax lS 
.admirably adapted to a highly developed mdustrml ?on~umty and to other 
.communities which are sufficiently advanced to mamtmn regular accounts 
·where these conditions do not prevail, as in Assam, the incidence of the ta;;: 
is uncertain and probably inequitable. 1\Ioreover, so long as. so-called agrl­
·cultural mcomes are exem{>ted, the tax is fundamentally unfmr, because the 
charge upon agricultural incomes through land revenue is not comparable 
:to the charge of income-tax upon incomes from other sources. 

If it is decided to increase the rates, I suggest that no increase should bo 
imposed on incomes of less than Rs. 3,000 a year; but that the graduatim1 
.should be steeper after that. To propose rates of increase without knowing 
the sum which it is desired to raise would be useless. 

Q. 84.-Unless it is necessary to raise extra revenue from income-tax, I 
would not· interfere with the present graduation until the public has been 
·educated into a better appreciation of this form of taxation. If extra revenue 
is to be raised, the rates on incomes of over Rs. 3,000 and upwards can be 
increased and more steeply graduated and income-tax can be levied on incomes 
·Of less than Rs. 2,000 as suggested in the· answer to question No. 40. · 

Q. 85.-I do not advocate any differentiation in favour of earned incomes 
·or of sums shown to have been invested in productive enterprise. Further 
-experience in the working of income-tax seems to me to be necessary before 
such refinements are introduced in this country. I believe that the applica­
tion of the principle has proved very complicated in England and that a large 
'body of informed opinion there disapproves of the distinction. 

Q. 86.-It is not practicable without proceedings of an inquisitorial nature 
to make allowances for the number of persons supported out of particular 
incomes; but allowances for.a wife (or even wives) and children might be made. 

Q. 37.-I have no opinion to offer. 
Q. 88.-I can see no justification for the exemption from income-tax of 

incomes derived fr01n agriculture. In Assam it would be quite unnecessary 
to draw any distinction between the actual earnings of the farmer and the 
income of the absentee landlord or any other class, because the actual farme1· 
will rarely or never have an income assessable to income-tax. The number or 
working farmers- whose income from agriculture exceeds Rs. 2,000 a year 
cannot be as much as ·1 per cent of the whole. 

If it is not deemed expedient to assess " agricultural " incomes to income­
tax the definition of agriculture. can surely be narrowed down so as not to 
include forests and other things \vhich the landowner has done nothing to' 
produce or even to develop. 

Q. 39.-It is hardly possible for me to give an estimate of the sum that 
would be produced by making " agricultural " incomes liable to assessment. 
Perhaps the Deputy Commissioners of the districts will be able to do so. 
From Sylhet, certainly, a considerable' sum should be obtained from the in­
con.les of landlorc;Is. I can, however, give information about the tea industry 
winch now pays mcome-tax on only 25 per cent of its income on the ground 
that the other 75 per cent is income from agriculture. ' 

In 19?3-24, the income-tax credited to Assam on account of tea gardens in 
:the prov!nce was 13 lakps and the super-tax 4 lakhs. This is not the whole 
sum realised because many Assam gardens pay their income-tax in Bengal and 

N2 
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only 85 per cent of the ta:s: so collected is credited to Assam. But e\"en neg­
lecting the 15 per cent (amounting to about Rs. 2,70,000) which was creditd 
to Bengal, an additional re•enue of o•er 50 lakhs would haYe been credited to 
Assam last year, had a ta:s: on " agricultural '' incomes been in force. 1923-24 
was a very prosperous year for the tea industry but 1924-25 will show e•en 
higher profits. Although the profits of tea industry are liable to wide fluctua­
tions, it does not seem to be unduly optimistic to estimate that an a•ernge of 
Rs. 25 lakhs may be expected from this source alone, if income-tax is pnid on 
" agricultural " incomes, and for some years to come that estimate is likely 
to be far below the actual receipts. 

It will not be easy to frame accurate estimates for the tax likely to be 
collected -from landlords, whether absentee or not, in the permanently-settled 
areas of Assam, unless the landlords concerned will supply information a bout 
their rent-rolls. In Goalpara two of the largest estates are under the Court 
of Wards, and it should be possible to base an estimate on these. In Sylhet 
less data are available; but something may be gleaned from the records of the· 
experimental settlement made in 1914-1917 in the parganas of Baraya, Renga 
and Dakshindach. The rents due to landlords from tenants were entered in 
full in the record-of-rights. These two districts will probably contribute the 
largest amount if income-tax is imposed on agricultural incomes; but some­
thing would come from the temporarily-settled districts also. l\Ioreo,·er, 
traders in rice or paddy would not be able to escape assessment on the plen. 
that the paddy being the produce of their own fields, they are not liable to tax 
on the profits made in selling it. 

The profits of landlords would not be liable to great fluctuation. In my 
opinion, the estimate that an increased revenue of 16 to 20 crores would be· 
obtained in the whole of India if agricultural incomes were taxed is \"ery con­
servative; but without more data I should find it hard to justify the opinion. 
When the estimates from the Deputy Commissioners are received, it should 
be possible to form more definite conclusions. 

Q. ~0.-I think that it would be much fairer to reduce the limit for pay· 
ment of Indian income-ta:s:; but at the same time I would make allowances­
for wives and children. The payer of land revenue is less affected by changes 
in the price of food stuffs than the receiver of fi:s:ed income and the latter is 
affected almost in direct ratio to the size of his family. I would fix the limit 
at about Rs. 1,000 or Rs. 1,200 which is ordinarily sufficient for an Indian of 
respectable position to live in reasonable comfort, unless he has many 
dependants. 

Q. ~1.-In Assam, the growth of an accountancy profession has been so· 
slight that it. has had no appreciable effect on the accounts of the ordinary 
trader. That the reproach that income-tax is a tax on honesty is still par· 
tinily true is shown by the fact that such a large number of traders still refrain 
from producing accounts before the Income-tax Officers. The only inference· 
to be drawn is that they find it more profitable not to l?roduce accounts. EYen 
when accounts are produced it is often impossible for the Income-tax Officers 
to accept them; but it is the policy of the department to encourage assessee& 
tc produce accounts by accepting them, whenever there are no obvious grounds 
for refusing to aecept. The bigger companies generally have their accounts 
audited by a competent accountant: the ordinary traders rarely or neYer 
·produce audited accounts. 

Centralised and more efficient control have undoubtedly helped to remove· 
the reproach; but in Assam the staff is still too small and the time has been 
too short for tne work to he adequately performed over the whole province. 
The work of the trained Income-tax Officer in Dibrugarh has given an indica­
tion of what may be e:s:pected elsewhere. 

Q. ~.-In present conditions, I do not advocate the prescription of a form 
of account as I think that it would be almost impossible to enforce its use· 
amon~ tax-payers; but it would be a valuable help to honest payers if a 
standardised form were prepared and circ:ulated. The department would try 
to persuade assessees to use the form, and in a few years it might be possiblo­
to prescribe it. 
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Q. 43.-I do not think that there is any publ~c opinion against fra~ds on 
the income-tax in this part of India and I consider that the pubhcat10n of 
assessments and the appointment of assessors would have no useful effect, 

Q. 44.-This is rather a question of general policy than .of Income-tax 
administration. From the departmental point of view there Is no reason to 
discourage the issue of incomectax free securities. 

Qs. 45 and 46.-I have no opinion to offer. 
Q. 41.-From the point of view of the Income-tax Department, the present 

system of assessment on the previous year's income is more satisfactory than an 
assessment on a 3 years' average would be. If accounts were accurately kept 

·and regularly produced,,the English system would be P!act~cable here also. In 
present circumstances, It would lead to much confusiOn m the case of new 
assessees. I cannot speak for the tax-payers; but I have not heard any com­
plaints against the law on this point. 

Qs. 87, 88, 91 &: 157.-I have no opinion to offer. 
Q. 89.-In principle I consider that the fees realised by court-fees, etc., 

should not exceed the cost of the judicial admii_dstration. In practice it will 
not be possible to adjust the income and expenditure with exact accuracy and 
it is justifiable to ensure that the revenue fi·om this source shall not fall short 
of the cost. Stamps and court-fees ordinarily form such a small proportion 
of a litigant's cost that I doubt whether any hardship is caused by eJ>.--tra 
receipts on this account. 

Q. 90.-To some extent all taxation tends to restrict trade or other forms 
of personal or social utility. That stamp duties act as a greater restraint 
than other forms of taxation seems to me to be very doubtful. . · 

Q. 93.-In my opinion, it .is legitimate to charge more than the actual cost 
of administering the department us registration fees because the guarantee 
given by the State at registration is of value to the parties. · 

Supplementary Note by Ur. Girnson. 

1. The penalties referred to· in statement VII of the Assam Stamp Report 
for 1923-24 must be under section 19 (E), though I have no papers from which 
I can prove that they were. The extraordinary variation in the percentage 
of penalties is explained mainly by the fact that in 1923-24 there was one 
item of over Rs. 25,000 on which a penalty was levied, whereas in 1922-23 
the total fees amounted to only Rs. 1,544. 

2. 'Vithout a reference to the districts concerned, I cannot trace the classes 
of estates for which probate was granted. The big case from Goalpara was 
probably for the Bijni Raj Estate which is now under the Court of Wards. 

3. A~sm_n .receives an antll;tal payment of Rs. 45,000 from Bengal on account 
of non-Judicial stamps. Th~s sum was agreed upon after negotiations. A 
clerk was employed on speCial duty for 6 months, from June to November 
!922, to find out what sums were paid for stamps in Bengal on instruments 
executed in Bengal Jor properties in Assam. The result was as follows :-

Rs. 
(a) Both parties in Assam . 21,848 
(b) B<?th parties in Bengal . . 4,255 
(c) Some part~es in Assam and some in Bengal . . 3,675 

It was recognised that "\ssam had a moral claim to the whole of the receipts 
under (a) an~ to a portion of thos~ under (b) <\nd (c). Finally, after some 
small deductiOns had b~en made m Bengal's favour, it was agreed that 
Rs. 4-5,000 should be .pa1d annually by Bengal and that there should be no 
further bargaining . 

. No con~ribu~ion is made by B~ngal on account of judicial stamps. Assam 
w:nved tlus pomt on a compromise, Bengal agreeing to make no charge to 
Assam on account of the expenses of the Calcutta High Court. 
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Mr. Gimson gave oral evidence as follows :-

The President. Q.-Do you mind telling us the departments you adminis­
t-er? 

A..-Land Records, Income-tax, Stamps, Registration; and I am also Regis­
trar of Births, Deaths, and Marriages; also Registrar of Joint Stock Com­
panies. 

Sir Percy Thompso·n. Q.-In most provinces the Income-tax Commissioner 
is altogether separate. 

A..-But the difference is that in Assam the income-tax is comparatively a 
small item. The only large industry here is the tea industry. We have 
here a local man as part-time Income-tax Commissioner. The Government 
of India have decided that it i, not worth while to have a whole time man 
for the purpose. The collecting stall is also the local stall and not the Govern­
ment of India's staff and for that Assam gets 10 per cent of the income-tax 
realised in Assam as cost of collection. I think it is more than what it 
actually costs us. 

·Dr. Paranjpye. Q.-You also get the three-pie rate? 
A.-Yes. We get advantage of rnle 15 of the Devolution Rules. 
Sir Percy Thompson. Q.-With regard to question No. 34, do you think 

that the present system of graduation in India is satisfactory? 

A.-It is extremely difficult to say that, because it is the system that has 
been in force and whether any other system would be more satisfactory or not, 
I do not know. It works fairly well in this province. 

Q.-The complaint here mostly is that if a man's income is, say, Rs. 2,001, he 
pays 2001 times five pies. Under the English system only the excess above the 
exemption limit is taxed. You thus get a continuous graduation right up. 
The present system in England is this : The first £225 is free; the next £250 
is taxed at half rates, and the rest is taxed at the full rates and that gives you 
a regular progressive scale. 

A.-I£ that is the case, I misunderstood the question. I did not look at it 
from the point of view of the English system; but only from that of the Indian 
system. I understood the question to be whether there should be a steeper or 
less steep graduation and I thought that the change to a more steep one would 
probably not be beneficial. I am speaking only of Assam where the income-tax 
is a comparatively unimportant subject. 

Q.-There are very few large incomes here except those of the tea com­
panies. 

A.-Yes; the graduation would have to begin fairly low to have much effect. 
Q.-And you think if there is_any change, you should raise the limit of ex­

emption toRs. 3,000? 
A..-No. I have suggested elsewhere that I think that Rs. 2,000 is really 

rather a high point at which to begin taxing. I think that a respectable 
Indian on Rs. 100 a month is probably better off than a respectable English­
man on £250 a year. I also suggest that allowances should be granted in the 
-case of Indians in the case of a family. 

Q.-You do not advocate any differentiation in favour of earned incomes? 
A..-I do not. 
Q.-Partly on the ground that it wonld complicate things? 
A..-I do not think you wonld be able to distinguish here. 
Q.-I am not sure if yon are right in saying that it has proved very com-

plicated in England. · 
A.-I can tell yon why I said that. I have two bz:others, who are. acc~unt­

ants at Home. I know that at one time they considered that thetr clients 
often suffered unnecessary h:rrdship ~ec9:use it was difficult to dr~w the line 
between productive and non-productive mcomes. My knowledge IS gathered 
from what they used to discuss at times. 
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Q.~But when •any Finance -Bill was discussed in the House of Com~ons, 
there are alwa;ys amendments -with a view -to increasing the number of differ­
entiations. 

A.-Is not that political rather than economic? 
Q.-;y0 u advocate allowances for wife and childre~ .. We ha':e :b~e~ t~ld 

that in India is would lead to a large number of enqmr1es of an mqmsttorml 
nature. In England there is no such trouble ·because there is the ~arriage 
certificate; and if a man says he has ten children, one can go and verify that 
in a Registration office. Is that possible in India? 

A.-In the case of the Muhammadans there is some such thing. 
Q.-The other point that has been ·put is this: that ·in England it is :per­

fectly right to have the system ·of allowances; because you have got there 11 
large number of bachelors and a large number of married men with children; 
but in India generally the man who ·is chargeable to income--tax is a manied 
man and you really make the allowance when _you make the exemption limit 
higher. 

A.-I advocated the a:Ilowance rather in conjunction with the proposed 
reduc'tion of the exemption lil!lit. But I think if it remains at Rs. 2,000 1 
should 'be inclined ·not to make the allowance because it would leail 'to trouble. 

Q.-Suppose you reduce the limit toRs. 1,000, do you know how many new 
assessees there would be? 

A.-No. 
Q.-In one province it would be almost ex~ctly double the present number 

and the (lnticipated increase -of revenue would ·be extraordinarily small, 

A.-I think it would be so 'here too. I have no figures. I fully admit there 
are arguments against the reduction of the exemption limit. 

Q.-'You have not·said anything on question No. 37, super"tax. 
A.-I have discussed that point with Colonel Smiles ilinc.e I sent in my replies. 

The nouble is that the small investor in a company which pays super tax 
really pays that tax just as ·much as any other big investor. 

Q.-That is exactly the complaint in England. The question seems to ·be 
''do you think that the privilege of incorporation is worth so much that there 
should be a differential tax on a company as distinct from that on an indivi­
dual?" 

A.-As a matter of fact the super-tax. on companies is favourable t~ them 
rather than not. · 

Q .-Th~ other argument i~ : an individual is charged super tax on the 
whole of hts profits; whereas m the case of the company the super tax is only. 
charged on the sums declared as dividends. 

A.--:-My own view is that there is no satisfactory reason for a distinction of 
that lund. I should make the one on the companies and one on the -indivi­
duals at the same rates throughout. 

Q.-You .can_n'?t do that; _bec~u.se if yo_u ch.arge it on .the company and then 
charge. the mdtvtdual on hts dtvtdends 1t wtll be maktpg him to pay super­
tax twice. 

A.-The individual does do it now. 
, Q .. -If you charge the company to super-tax on its profits, it will have to. 

pass tt on to the shareholders. -

A.-Yes. Nm~ t~e man who does not pay super-tax at all in the ordinary· 
course, does pay 'It Jf he h';'s shares in the company and if he pays super-tax 
he has no means of recovermg the same; but in the case of income-tax he can• 
recover . 

. Q.-It is a misnomer to call it a super-tax. It is only an additional charge 
of mcome-tax on the profits of the company? 

A.-Yes .. As it stan~s now it is the small man who pays super tax just as 
much as a btgger Inan, 1f you assume that the whole of the sum that is paici 
as super-tax would be taken from the dividends. 
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Q.-If you take it out of the money in the hands of the company which 
otherwise would go to reserve or dividends, it really must be paid by the share­
holders. 

1!.-In the long run, certainly it would. 
Q.-In the long run it is paid by the shareholders in proportion to t.be 

amount of shares? 
A.-Yes. There is no doubt of that. 
Q.~Do you see any justification for exempting companies to the extent 

of Rs. 50,000? · 
A.-I had not really considered the matt-er from that point of view at nll. 

It does not begin until the profit reaches Rs. 50,000. If you had a graded in­
come-tax that would affect all companies more or less equally the higher profit 
would pay higher duty. 

Q.-It falls equally on the poor and the rich. 

A.-The poor shareholder "is paying super-tax. That is the point which 
Colonel Smiles raised. He was strongly in favour of a more graduated income­
tax. 

Q.-With regard to the taxation of agricultur~l income, do you make any 
distinction between cultivators and others? 

A.-I am only speaking of Assam. I do not know about the rest of India. 
If it is decided to exempt agricultural incomes I would try to narrow the 
definition down. . 

Q.-When you mention forests you refer to the recent ruling? 

A.-Yes. The actual case was that of the Raja of Gauripur. 

Q.-He contested your charging him income-tax on his forest revenue. 
The question was whether the revenue from forests was agricultural income or 
not. · 

A.-There were three points for decision; viz., grazing, profits from ·]and 
leased for stacking timber and .fisheries. The Income-tax Commissioner won 
on ful::eries, gave up grazing and lost the second point. I think it was in 
May in the High Court. · 

Q.-You said that both the judges declared income from fisheries not to be 
agricultural. The senior judge said that it was taxable and the second judge 
said that it was not taxable and it was heard in the Full Bench . 

.4..-They disallowed the appeal on some legal ground. The Full Bench 
have not decided on the facts of the case at all. 

Q.-The senior judge's judgment holds good? 
A.-Yes. 
Q.-Was there not a similar case brought before the Patna High Court? 

The Chief Justice and another differed and the opinion of the senior judge 
prevailed. The senior judge of Patna was oppm!ed to the senior judge of 
Calcutta and there is no appeal against either. . 

A.-I do not know. 
Q.-May we take it that there is nothing in the argument that the perman­

ent settlement prevents the levy of income-tax on agricultural income and the 
only question to be considered is whether the yield is substantial enough to 
jru;tify the trouble. · 

A.-I personally do not accept the view that to tax income derived from 
permanently settled lands is a breach of the permanent settlement. 

Q.-At any rate we will leave out perma~ent settlement. It turn_s on the 
question of _yield. You come to the conclUSion that 16 to 20 crores IS a con­
servative estimate. 

A.-Perhaps I was rather incautious there. I w~s !hinking at that time 
that if Assam produced more than Rs. 50,000 extra m mc:ome-tax,_ th_e whola 
of India would surely produce 20 crores more. But the mcrease m mcome-
tmr from the t-ea industry would not affect most of India. · 
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Q.-Are you going to get anything out of agricultural income except from 
th c tea estates ? 

A.-Oh, yes. In Sylhet and in Goalpara you would get something. 
The President.-The actual farmer will never be able to pay, 
.4..-The working farmers would not be iiable t_o assessment. But in per­

manently-settled areas you have a fair number of ·b1g landlords. 
Sir Percy Thompson. Q.-Why is that a ·charge of 25 per cent is made on 

the profits 'of tea companies? _ 
A.-How the arrangement was made I do not know. It was decided th~1i 

25 per cent should be allowed as manufacturing profits and the rest as agn­
cultural. 

Q.-No enquiry was made? 
A.-No. 
Q.-Wha-t about jute? 
A.-I do not know what happens. There are no jute mills in Assam. 
Q.-If the tea estates were charged to income-tax) you say Assam would 

get 50 lakhs? 
A.-I nave not said so. The extra income-tax in .Assam would be that 

from tea alone. 
Q.-It would have been credited to Assam? 
A.-They would get only ten per cent for the cost of collection and 3 pies in 

th~ 1·upee under Devolution Rule 15. 
The P,-esident. Q.-What proportion would the land revenue paid by au 

estate bear to the average profit? · · 
A.-I cannot give that information about the tea estates. 
Sir Percy Thompson. Q.-Agricultural incomes pay a very heavy tax in 

land revenue. 
. A.-Not in permanently-settled estates. In temporarily-settled estates­
Rs. 2-8-0 per bigha would be the average rent and the landlord would be paying. 
between 12 annas and Re. 1-4-0, that is about 40 per cent. 

Q.-Forty per cent is a very heavy tax. Would it be fair to put on au 
additional income-tax? · 

A.-I do not think the tax is on his income. It is not like a man getting 
an income from agriculture. 

Q.-You look upon the landlord as sharing rent with the government? 
A.-Yes. That is a charge on the business. But the business man has his 

people to pay. 
The President. Q.-If you let out an area and the licensee sublets it? 
A.-He has to collect his tax and he can get what he likes. I look upon 

paymen'i? of Government revenue as his only expenditure. 
Sir Percy Thompson. Q.-Would the same arguments apply to the culti­

vator? 
A.-He has his expenses. He has not only his labour but also cattle and 

other aetual expenses for working. I do not think you would get a single raiyat 
in Assam who has got a taxable income. · 

Q.-If there is not a single one with a taxable income what is the justifica-
tion for taking so much by way of land revenue? · 

A.-By taxable income I mean one which could be charged to income-tax. 
Dr. Paranjpye. Q.-The only cultivators who will be in a position to pay 

will be those who haYe some other means of earning money than cultivation. 
A.-For example, he may be a cultivator and money-lender or a cultivator 

and shop keeper. The actual cultivator who did nothing else would be extre­
mely rarely liable to income tax. 

The Hon'ble Sardar J ogencl-ra Singli. Q.-8uppose a man invests a Iakh of 
rupees in land and gets an income of Rs. 10,000. He has to pay a land 
reYenue of Rs. 5,000. '\Yould you tax· the e>.--tra five thothland? 
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A.-I won't tax the land revenue. 
Q.-Supposing he puts the same amount in a factory and gets Its. 10,000, 

he will have to pay income-tax on Rs. 10,000. But the man who has inv€stlld 
in land has to. pay the land revenue and again incomectax. 'f.hat woulcl r,,. 
double taxation. · 

A.-The one has got land and the other has got a depreciable alliU)I;;. 

Q.-One gets 10 P.er cent and the other gets five per cent on his land. 
A.-In Surma Valley, P!"ople are quite content to get four per cent. He 

does not want the 20 per cent which he would demand in money-lending. The 
difference is partially in the risk. 

Sir Pe?·cy Thompson. Q.-When he bought land it was not to make ten 
thousand. He purchased it to get an income of.five thousand and he 'paid 
a high price for it owing to the fact that it was exempt from income-tax. 

A.-That would affect only a few people. Enhancement of income-tax 
would have the same effect. 

The President. Q.-Don't you collect cesses on the basis of rents? 
A.-In the permanently-settled areas, cesses are levied on a flat rate per 

-acre. 
Q.-Is that under a special law? 
A.-Under the Local Rates Regulation. I did a small settlement and from 

that certain figures may be collected. From 100 square miles you can strike 
an average for tLe district. Every zamindar has his rent-rolls. 

Q.-If it were decided to tax these incomes you would do it by altering 
-the definition P · 

A.-I would so modify it as not to exClude agricultural income. 
Q.-Don't you think there are a vast number of people who do not keep 

.accounts? 
A.-Every ordinary trader in this part of the country has generally a part­

·ner or a servant who may draw some commission on the·profits. Almost invari-. 
ably there is some kind of account; hut that would not necessarily be accepted 

<by the Income-tax Officel'. There· is always some kind of account kept of his 
·transactions. 

Q.-People who draw commission, do they keep accounts? 
A ;-They have a kachha khata and they will produoe nicely. written new 

books with perfectly white paper. 
Q.-Itis always-easy for them. to pvoduce such books.? 
A.-Yes. 
Q.-You speak about the centralised and efficient control of the income-tax 

nepartment and give an instance of the trained Income-tax Officer in Dibru­
garh? 

A.-It is little complicated to el<Jllain. 1 have got some figures .. since I 
se~t in my written memorandum. Everybody talked about the splendid work 
that he has aone; but the opinion is coloured by the fact that he has raised· the 
as.'!lessment, but mostly the increase in the tea assessment was not made by 
him at all.· I'have got the figures of the increase in non-companies assessment. 
''!hey are from 33,000 in 1922-23 to 68,000 rupees in 1923-24. I admit there 
may be a tendency on the part of the Income-tax Officer to justify his position 
:by excessive enh.ancements. 

Q.-The assessment on the tea estates are actually made in Calcutta? 
d.-Yes,. on many, but not on all. 
Q:~And then 85 per cent levied on it? 
A.-Tea has been assessed only since two years. It was considered as agri­

cultural income before that. 
~.-Since it started you have got 85 per cent? 
A.-Yes, of the income-tax assessed in Bengal. We made this arrange­

ment in consultation with the Bengal. Government. 
ll.-The marketing of tea is done in Calcutta? 
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Where the company has its managing agents, the assessment IS do~e t~ere, as 
they have got all the accounts there, Theref~re, 15 per ?ent IS given to 
Bengal. The companies that have no managmg .agents m . C~lcutta, are 
;,rdinarily assesstld in Assam and where ~he managmg agent IS m Calcu~ta, 
B9ngal is given 15 per cent and we are given 85 per cent. 

Q.-What about tha .complaint of double income-tax? 
A.-It will arise undoubtedly next year. 
Q.-Can they get a refund from the British Government? 
A.-I do not know what they have done at Home. This year one compan)· 

approached me and I found that their claim was time-barred. Surely it will 
come up again next year. 

Sir Percy Thornpson. Q.-Then with regard to the question of maintaining 
the accounts in a standard form, is it not difficult to have many different 
forms for different kinds of business? 

A.-The ordinary banker has his balance sheet, he has no need to have 
any special standard form. I mean it for people who do not know how to 

. keep their accounts. The big companies have their balance sheets prepared 
by their chartered accountants. As far as their accounts go they are expected 
to be accurate, but the small shop keeper may have nothing except his dail;t 
7chata. As I have said it would be almost impossible to enforce a standard 
form of account among tax-payers, but I would advocate a standardised form 
to be prepared and circulated. 

Q.-Even if the prescribed form is adopted, you would have to check it. 
again? 

A.-Certainly it will need examination. The form will only simplify 
matters and avoid the searching of accounts. 

Q.-Do you think it would be worth while to advertise the prescribed form 
which the trader could use? / 

A.-I think it might be worth while. I am not sure about it .. At present 
the Income-tax Department is looked upon with more suspicion than it ought 
to be. I think one of the reasons is that we cannot accept the trader's stah­
ment of profit and loss, because. we do not know how the figures have been 
arrived at, even though we may believe the accounts to be accurate. If we­
c'ould do that I think it would do good. It will remove a good deal 
of suspicion. 

Q.-What you mean is to give them a sort of book in which they can give­
their final account? 

A.-I don't care in what form .they keep their daily account. They may 
keep it in any way they like. But I want to prescribe a detailed form giving 
the information we want from them much more clearly than in the present 
form, which is rather unintelligible to the ordinary trader, and then let them 
fill in that form afterwards. It might be a consolidated forin. 

Q.-It would be a form which would show the main heads of expenditure 
main heads of receipts and so on .. That is what we mean by form of accounts.' 

A.-You mean consolidated accounts at the end of the year. These are­
what I mean too. He can keep his account in any for111 he likes but when 
the time· comes for the return of income-tax, he must use our fo~ns. If he 
uses this form, it will solve the trouble for those whose figures we can accept 
as correct. · 

Q.-,Vill it not be advantageous to advertise these account forms and let 
it be known to the traders that they might use these forms? 

;1.-l mean that. I did not advocate the prescription of the form because 
I thought it would not be possible to enforce its use. 

1'he l'Tesident. Q.-Is it one of your difficulties that the offiCial year does 
not correspond with the calendar year? 

A,.,- Yes. 
Q .-You. allow the as>o"see to send in hi~ accounts at any time of the year? 
A.-Yes. 
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Sir Percy Thompson. Q.-Here you ha;e a s;stem of assessment on preri­
ous year's income. Ha;e yon heard any complaiitts. about this system? 

.4 .. -I cannot_speak for the tax-payers, but certainly if I were a tax-payer I 
should feel the present system as a grie;ance. 

The President. Q.-Have you got a considerable number of people who 
pay house tax? · 

A.-We have no house-tax except in the .Assam Hills. 
Q.-But there are a large number of small traders who escape all taxes? 
A.-You mean people below 2,000 rupees? Yes, there are >ery considerable 

number of them. In the ordinary hazar yon see many of them with fairly big 
shops paying no income-tax at all. 

Q.--So you agree that there is a class which escapes taxation? 
A.-Yes. 
Q.-can yon suggest any remedy for it? 
A.-In some cases they pay chowkidari tax, but there are only two dis­

tricts where this tax is in force. Thev pay land re;enue if they have lands. 
I don't think they pay any other tax. -

Q.-In most of the provinces there are taxes on circumstances and property 
and in Brtrma there are the capitation tax and thathameda. 

A.-Yes, there are none of them here. 
Q.-Then there is the haisiyat tax in the Punjab. 
A.-Nothing of the kind here. 
Q.-Yon agree there is a big gap that ought to be made good by taxation? 
A.-I think so. 

· Q.-Now we pass on to stamps. Ha>e yon increased the rates up to Ben­
gal rates? 

· 'A.-It is only this year the Qouncil has passed the Bill allowing 50 per cent 
increase over the rates that were in force in the year 1920. 

Q.-Is it an all round 50 per cent. increase? 
A.-I think they are the same rates as in Bengal. Last year the Council 

refused to pass this Bill, but this year an offer was made that if the Stamp 
Act and the Registration Act were passed, 10 lakhs of rupees would be taken 
from the extra income and given to the transferred departments, and they 
were passed on this condition. 

Q.-Do yon lose a good deal of money to Bengal on account of stamps? 
A.-I do not know that, but I am not sure whether we get our proper share 

or not. We get something back from the Government of India on this account, 
about 21,000 rupees. 

Q . .....,-I remember this point was raised at the Finance Member's Conference 
last year and some settlement was arrived at as the result of this discussion. 
Could you give us the figures, as we ~re interested in the question of the divi­
sion of the proceeds between the provmces? . 

A.-I am sorry I have not looked into this point as I was definitely informed 
that I was going to be examined only on my written answers. 

Q.-With regard to tea estates, I suppose, a good deal of their business 
is done in Calcutta, I mean, business involving the use of stamps? 

A.-I was thinking of agreements under the Act of 1913. 

Q.-I suppose on the transfers of stocks and shares, etc., you get nothing!' 

A.-certainly we do not get anything. It all goes to Bengal. 
Q.-Yonr report mentions some 71 cases of probate and letters of admini­

ckaticn. Can yon give ~n idea of what class they belong to? 

A.-I cannot say now. 
The President. Q.-You say that yon consider that the fees realized by 

court-fees etc. should not e-.:ceed the cost of the judicial administration, but 
in practi~ it ;;u not be possible to adjust the income and expenditure with 
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exact accuracy. I do not know if you have seen the report of the Civil Justice 
Committee in this connection. 

A.-'-I have not, but in any case it is impossible to estimate the exact ex­
o!lnditure beforehand. · 
- Q.-You mentioned registration of marriages taking place among Muham­
madans. Who does that registration? 

A.-There are Muhammadan Kaz-is who do .it. The ordinary Sub-Registrar 
can register Muhammadan marriage.s, and i1; some places t~ey pref~X: to go to 
him· there are Muhammadan marnage registrars In certain localities where 
peo~le do register marriages. · 

Q.-Is he under your control? 
A.-Yes. 
ilr. Paranjpye. Q.-He takes all the fees? 
A.-Yes. He has to keep his own staff. He gets no pay from the depart-

ment, but he has to get leave from the department. · 
The President. .Q.-Is registration optional? 
tl..-Yes. 
Q.-It has been suggested to us from many quarters that registration 

should be made compulsory on all marriages; practically that would affect 
Hindu marriages, because Christians, Muhammadans or Parsees already regj•­
ter marriages. 

A.-I do not think Muhammadan marriages are all registered. 
Q.-In other provinces, are there special marriage registrars P 
A.-We have special Muhammadan marriage registrars in Assam. 
Q.-In the Punjab, the District Boards control marriages and keep all the 

fees. 
A.-In this province the man keeps the fee. He pays his own establishment 

and he keeps his own house. Government have really to do nothing with him 
except to appoint or remove him. He is supposed to have certain qualifica­
tions before he is appointed. He is actually appointed by a standing com­
mittee and before that committee meets, the Inspector-General of Registration 
appoints him provisionally on the nomination of the District Registrar. 

24th ~arch 1925. 
SHILLONG. 

PRESENT: 
Sir CHARLEs ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir PERCY THoMPsoN, K.B.E., C.B. 
The Hon'ble Sardar JoGENDRA SINGff. 
Dr. R. P. PARANJPYE. 

Mr.). E. WEBSTER, c:s.I., C.I.E., I.C.S., Commissioner. Surina 
Valley and Hill Division, Assam, was examined. . 

Written memorandum of Mr. Webster. 

Qs. 1 t~ 9.-Accurate statistics of.the econ~~Q ':ondition of the people cannot 
be. had w1th?ut prol~m~ed and detailed enqumes m· the particular locality by 
tramed enqmrers enJoymg the confidence of the people. Such enquiries on a 
large scale would require a staff a.nd a.n expenditure quite beyond the meane. 
of the Local Governnient, but given complete and accurate information ro. 
gardi;l~ a !?articular locality_, ~airly reliable conclusions may be drawn as tu 
conditto.ns m a somewhat similar tract by an observer knowing both tracts 
and their people well. · 
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l'here are statistics of the production of staple food crops, jute, cotton 
timber, and minerals, and of the number of cattle, which afford some materiai 

on which to base an estimate of the available wealth. To obtain more aocurat,., 
and complete information would be troublesome and probably not worthwhilt~. 
The statistics of labourers' wages are practically useless as a guide to taxation,. 
nnd we have sufficient information for such purposes as to rents and prices. 
The income.tax returns give information as to income and municipal and 
'Village -assessment lists often contain estimates of the same, rough but not 
without value; we know roughly the burden of direct taxation; but we cannot 
·estimate the share of the indirect taxation borne by different classes. Even 
if we ascertain that we may be far from knowing how it presses on individuals. 
within the class. . 

Nothing therefore short of an extremely detailed. investigation -of the indi­
vidual income will be of much help towards an appreciation of the incidence ot 
the burden. Whether a knowledge of the incidence will enable the burdeDJ 
to be lightened is still another story. 

Qa. 10 to 17.-(a) Land Rev-enue as shown in the Table V-A of the budget 
and Appendix V to the Land Revenue Reports is the rent paid for the use and: 
occupation of land the property of Government (see paragraph 13). 

(b) House, poll, and •dao tax (Rs. 1,64;000 in my Division) are properly 
classed as Taxes, though ·shown as " Miscellaneous Land Revenue." 

(c) Grazing fee (Rs. 12,000) is also shown as" Miscellaneous Land Revenue." 
I should class it as a tax, as it is levied on the number of cattle irrespective of 
the quality and extent of the land on which grazing is allowed. 

(d) Penalties and process fees are paid in Court-fee Stamps and are shown· 
under that head. They are neither rent nor tax but approximate nearer to 
taxes in their effect. 

Qs. 21 to 23,-There is no economic justification for excluding indirect taxes 
from consideration; the burden is there, but it is often unrealized and may 
'be ignored 'by the statesman. 

The salt tax would hardly be recognized but for the political agitation 
against it. 

The masses do not appreciate the effect" of customs duties and such excise 
duties as the kerosine tax, so that although such duties may be felt and even 
resented by those who pay in the first instance, they usually are prefernbk 
to direct taxation. 

Sudden large enhancements, however, causing a substantial ri•~> in retai! 
price~ are felt and may be very unpopular. Changes should therefore be 
gradual. 

Qs. 27 to 31.-(a) Theoretically every citizen should bear a share of lrhe 
burden, but anything in the form of a poll tax is troublesome to collect and: 
if new, would be strongly resented. Therefore indirect taxes afford the best 
means of taxing the masses. This may however need qualification in the case 
of local taxation (see paragraph 20). 

(b) In this province the house tax. is levied in the hill districts. Jt is 
understood there and is well suited -to democratic communities where the 
general standard of wealth is pretty constant. ·The usual rate is Rs. 2 or­
Rs. 3 per house, but some pay as little as Re. 1 and a few as high as Rs. 5. 

(c) The chowkidari ta~ is in force in Sylhet and Cachar and is most un­
popular, largely because the ·villager does not recognize that he receives 
value ior his pa_ynients and partly because the tax presses more heavily on the 
poor 'ihan on· the well-"to.do. The. total tax is nearly 3! lakhs and the incidence­
·about ·12 'annas Jj>er housi:lhold "in the .assessed area in Sylhet and nearly Re. 1 
•in ·Cachar. The lowest rate is 6 annas a ·household and the highe~t common-
iRs. 1>-8.· · · · 

Income:tai:-(a) Net incomes, of lts. 2,000 or over (or whatever be the· 
minimum for 'industrial 'incomes) derived rrom land should ·not escape income­
tax. In most instances the recipients derive such incomes from the receipt of 
rents. Planters and gardeners on a large scale will come into the category. 
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"hut. the peasant farmer working with his hands or even the petty landowner 
cultivating his own lands with hired labour will hardly ever be taxable. In 
.any case these incomes are far above the normal comfort level. The tax 
obtainable in the Surma Valley from temporarily-settled landholders other 
than tea planters would be negligible, but there are some 800 permanently­
,settled estates paying Rs. 50 to Rs. 100 as land revenue and 450· paying more 
thnn Rs. 100. The gross income of such estates may be Rs. 20,00,000 and 
perhaps one lakh might be had as income-tax. These are very rough 
.approximations. 

The question is whether such a tax will constitute " augmentation of the 
public assessment (on permanently-settled estates) in consequence of the im­
vrovement of permanently-settled estates." There is r'oom for argument, but 
-the Court of Directors can hardly have had in mind the exemption of landed 
;proprietors from a general contribution to the State required of all classes of 
well-to-clo persons. 

(b) There is much to be said in the present s.tate of Assam for substituting 
a tax on turn over for an incoJD.e-tax. In practice the profits of eertain classes 
of business can only be estimated by assuming a normal rate of profit on gross 
transactions. This is the case with small contractors, grain dealers and brokers, 
and others who do not keep, and cannot be trusted to keep proper accounts. 

Qs. 48 and 50.-To a great extent the incidence of excise and customs is 
graduated by means of ad valorem duties. It is doubtful whethe,r this is 
altogether sound even for tobacco and it would be most undeskable to. extend 
H to whiskey so as to encourage the s.ale of cheap and deleterious brands. 

Qs. 63 to 75.-The statistics furnished in the Appendices do not afford a 
complete guide to the level of excise duties, inasmueh as they omit license fees. 
The relevant figures for Sylhet district ar·e-

SHARE OF--

Drug. Retail price .. -

:Government. Wholesale Retail 
producer. ~eridor. 

---
1 2 3 "4 5 

Rs. A, p, Rs. A.. P. 'Rs. A. P. Rs. A'. p, 

.Opium. 160 0 0 a seer 137 0 ·0 20 0 ·O(a) 3 0 0 

.(l!wja 60 0 0 
" 50 0 0 7 8 ·0 2 8 0 

Country •pirit 11 4 0 per 
L.P gallon 

8 8 
01 

2 6 0 0 6 0 

NoTE.-(a) To Imperial Government. 

Thes.e figures are typ!cal. The excise duty is far heavier than th\'1 cost of 
productiOn and the _retail vendor:s margin of profit is very, low, many would 
say . too ~ow. . The license fees will b~ lower n.e":t. year. Any enhancement of 
re~ail pi1.c~ ~Ill le~d to. ~ore smugglmg and Illicit production. Hemp grows 
"1ld; spmh IS easily d~s~Illed from the rice beer allowed to the tea-garden 
labourer nnd the abongmal population; mah'!ta is cheap· and the opium 
poppy used to be grown freely m Assam. So further enhancement ma.y entail 
.an unremunerative increase of preventive staff. Illicit distillation is known to 
be prev~len~ but int~rference is restricted by the danger of causing unrest. If 
th_e cultivatiOn of opmm throughout India is restricted and jJricea raised Assam 
might follow su~t, but 'Yith country spirit and ganja increase can be made only 
gradually and with cautwn. 
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· Q. tiB.-'-Practically Local Governments tax foreign liquor by means of license 
f,ees, .but the incidence of such taxation· is low. I would allow Local Govern­
ments to impose a duty not exceeding the duty on couutry spirit in addition 
-.o moderate license fees. Such fees should be low in comparison with duty. 
. Q. 69.-Under a recent arrangement with Bengal, this province will get the· 

duty on country-made foreign liquor and drugs imported into Assam :from 
Bengal, but the adjustment of license fe~s is still under consideration . 
. · f)s. 73 and ?4.-'--License fees now arc, with few exceptions, fixed at so much a 
gallon, and the licensee is not allowed to retail above fixed rates. Practicall~· 
au· shops are settled at the highest fee they can possibly be.ar and the value 
of a license must be low unless there is opportunity for illicit gain. It would· 
he less misleading if the duty were raised and license fees lowered to a level 
at which they would only suffice to keep the margin of profit approximately 
level in all shops. 

Q. 93.-Registration benefits the whole community by giving security of 
t.itle a.D.d 'the fee stands on the same footing as stamp duty as a legitimate 
source of revenue. As some fee must be levied to cover the cost of the· 
operation registration fees afford a convenient opportunity for taking 'ome­
thing mote at a time when the parties are likely to have money. 

Q. 94.-(a) Heavier fees could be levied under the Arms Act. Gun licenses· 
fo'r the protection of crops might be assessed at Rs. 15 a year in the case of 
muzzle loaders· and Rs. 10 for breech loaders. l!'ees for sporting license might 
be raised. 'Licenses for extra ammunition might be heavily taxed; cartridges 
and explosives might pay an excise duty. In these ways Rs. 1,00,000 could 
easily be raised in Assam. 
. (b) On iico'nomic grounds the grazing fee could well qe raised, but the 

unpopularity of the tax is a serious obstacle. 
· Qs. 96 and 97;-Land revenue is assessed on exactly the same principles 

as would be followed by a prudent and just landlord in fixing the rents to be 
paid by his tenantry .. In ryotwari tracts the productive power of the land, 
the ·relative· facilities for export, the amenities of its residential sites are 
compared with those of other lands and the revenue fixed accordingly, enhance­
ments being limited so as to avoid hardship. In zemindari areas land revenue 
represents a portion of the agricultural rental at the time of assessment, just 
m; does the ordinary patnidars' rents which no one has sought to classif~· as a 
tax and not as rent. If land revenue is low, or where there is none, the 
settiement-holder tends to become a mere landlord and the occupier a tenant, 
probably more heavily l'ented than he would be under Government. For these 
~easons it is not correct to say that the prosperity of the cultivator is affected 
by the " land tax." It is not a tax. If there were no land re,·enue in n ny 
part of India a corresponding sum would have to be raised in taxation. The 
c.ultivator, or the landlord, would have to pay most of it. Rents would remain 
as they are and the great mass of the agriculturists would be troubled by .new 
and strange taxes in place of the old and well understood land revenue. 

· · The prosperity of the cultivator depends on-

(1) The fertility of. his land and its security against crop failure. 
(2) The demand for his produ~.e. 
(3) The amount of land available: 
( 4) His own skill and industry. 

I,imds are not· becoming more ·fertile; there is little new protection against 
flood or drought; no great improvement in the quality of the staple crops or 
'Hie cattle.· The ryot cannot have as much· land, or at least as much good 
land, ~s formerly I His ·skill and industry· develop slowly. So we must look 
to a rise in the outside standard leading to higher prices for his surplus. The 
standard is rising but the growth of population tends to lower the level of 
eomfort. . . . . . . . . . 
:: The foilow1ng figures will ·illustrate the incidence· of land revenue. 
:, .)p ·recent ·assessments. in ·the Surma Valley the incidenee per settled acre 
varied in different blocks from Re. 1 to Rs. 1-12 and· per cultivated acre from 
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Rs. 1-8 to Rs. 2-8, while the percentage of land revenue on the total estimated 
gross value of the produce ranged from 7 per cent. to 9 per cent. even taking 
a very low value for the grain. At present prices the revenue will be about 5 
to 7 per cent. of the value of the produce. In permanently-settled areas the 
incidence is much lower, roughly Rs. 3,65,000 on 2,400,000 acres or nearly 2!­
annas an acre, while cultivators' rents often amount up to Rs. 12 an acre 
and except in a few localities are rarely less than Rs. 2-8 an acre. In th~ 
three Parganas of Sylhet selected·for cadastral survey the average land revenue 
was a fraction over 4 annas an acre while lands sublet at from about Rs. 4-8 to 
Rs. 15 an acre and rents averaged about Rs. 6 an acre. 

Q. 98.-Th\) criticism offered in this question is quite unsound. 
(a) " Ability to pay " is not a canon of the rent law and in the sense 

intended is wholly inapplicable to payment for 11 right to the occupation of 
land. 

(b) From the cultivator's standpoint there is less certainty under the 
permanently-settled proprietors of Bengal than under Government. 

(c) Is simply untrue as regards Assam. 
(d) In Mauzadari areas there is little expenditure on the collection of 

revenue beyond the Mauzadars' co=ission, viz., 10 per cent. on the first 
Rs. 10,000 collected, and 5 per cent. on the residue. Allowing for supervision, 
the charges may be put at 10 per cent. and not 20 per cent. In the· tahsils an 
estimate of 5 per cent. was made some 20 years ago. 

The land revenue now collected direct through tahsils is about 15£ lakhs. 
The cost of the tahsil establishment is Rs. 60,000. Adding 50 per cent. to this 
for supervision, the total cost of collection is only Rs. 90,000, and against this 
may be set penalties for late payment. The cost of distress warrants is more 
than covered by process fees. We thus arrive at 11 gross cost of about 6 per 
cent. and a net cost, allowing for penalties, of not more than 5 per cent. 

Q. 100.-Following Major Jack the level of comfort may be taken at Rs. 360 
11 year; on an estimated income of Rs. 240 a cultivator has enough for his 
vants. It is not practicable for a Settlement Officer to ascertain the income 
and a system of assessments graded according to estimated income would be 
unworkable. 

Q. 101.-A tax on mutations would be very troublesome and would un­
doubtedly make the maintenance of the land record impracticable. Moreover 
ewry transfer of immovable property of the value of Rs. 100 or over must 
be made by a registered and stamped document and is already taxed. It is 
not practicable to prevent fractionisation in a Muha=adan land. 

Q. 103.-The assessment of land revenue in Municipal areas, where land 
is at all subject to revenue, needs to be regulated by broad principles, and I 
doubt if petty local authorities h~ve wide enough experience to assess fairly. 

Q. 104.-No one measure is sufficient, but No. (5) is the most important. 
Regard must be had also to the average size of the estate or holding. None 
of these methods is of any use for the comparison of raiyatwari with zamindari 
settlements. 

Q. 105.-The methods of taxation specified omit:-
(a) License fee for prospecting. , 
(b) Kerosene duty of an anna per gallon on quantity sold. 

Dead rent should be fixed fairly ,high. I would not advocate any othe1• 
addition to existing taxes in this province. 

Q. 120.-IIi paragraph 4, I noted the unpopularity of the chowkidari tax 
but some of those who demand its abolition would substitute for it and the local 
rate on land a single tax as outlined by Major Jack. I agree that this would 
be the ideal form of local taxation. It presupposes the division of the whole· 
district into unions in which there would be true community of interest and 
accurate knowledge of each resident's circumstances. A tax, larger than the· 
present chowkidari tax and better grnduated, might be assessed and collected 
by every such authority which would contribute a fixed quota to the parent 
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•Subdivisional Board and have the residue for its own needs. Most of those 
-whom I have consulted would not trust the village authority to assess, but no 
.other form of assessment is practicable. 

The present chowl-idari tax in Sylhet js just over 3 lakhs, or rather more 
,than the local rates demand. It might easily be raised to six lakhs by in­
creasing the payments of the more well-to-do so as to make them more propor­
tionate to the payments of their poorer neighbours. 

Considering the needs of local bodies this tax should be in addition to, and 
not in lieu of, local rate; which might be earmarked for main communications, 
etc. Some form of tea cess would be raised on tea gardens in lieu of the 
village "tax. 

Qs. li!l to 136.-It is not practicable to tax tobacco as a crop, and very 
,difficult to tax country-made tobacco at all. I would welcome a heavy excise 
.on cigarettes, which are far too cheap and popular, but it will be difficult to 
-touch those who make their own cigarettes. Nearly a century ago the Settle­
ment Officers of Orissa assessed tobacco land at 4 to 12 times the highest rate 
for paddy land, and some zemindars charge special rents for such land ; but 
Government could not do this without a new and expensive staff. On the 
-whole I would only suggest an excise duty on macliine-made cheroots and 
cigarettes and- pipe tobacco at say Rs. 2 per lb. for smoking tobacco and 
.cheroots and Rs. 4 per lb. for ciga.r~ttes. 

If anything more is attempted a regular organization will be necessary and 
·might deal also with betelnut and betel leaf, which were taxed by the East 
II:ndia Company and are easier to deal with than tobacco. But I doubt if it is 
worthwhile trying this. 

I have left untouched much that is of interest, but should like to emphasize 
·that with rare exceptions the best tax is that which is least felt or least re­
.,sented. Almost any change, other than an unbalanced reduction, is sure to 
.ro:lSe resentment. 

SUBSIDIARY NOTE. 

Municipal Finance. 

In this province the outstanding feature of municipal taxation is that while 
;rates are substantial the proceeds are small. 

To take Sylhet as a· typical case, the nominal direct taxation is, excluding 
<Government buildings:-

1! per cent. on the annual income of the rate-payer, plus in certain areas 
:latrine fees on holdings having latrines at 10 to 12 per cent. of the annual 
,-value, and water rate of 6 per cent. or 7! per cent. of the annual value. 

The present and the proposed assessment ~der these heads is :-

Present. Proposed. 

Rs. :&. 
Personal tax 12,350 17,884 
Latrine fees 8,028 15,369 
Water rat~ 6,168 12,32g 

TOTAL 26,546 45,582 
GoVERm!E!IT BUILDINGS 10,875 10,875 

ToTAL 7AXBS 37,421 

·The recent revaluation without alteration of rates has raised the assessment by 
71 per cent., and though some valuations :ue likely to be red~ it is iznt>robable 
-that -rents or income have been ov~estimated. Anyhow this great diJierene~ 
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shows the inaccuracy of municip~J:l as~essrr,tents; an inaccuracy w~ich is almos1r 
unavoidable when most people llve 1n flimsy structures for which they pay 
no rent. 

The municipal returns show that the incidence of taxation in 1923-24 was­
Rs. 2-14-9 but about one-fourth of the taxation shown is made up of the rent­
of the Sur~a ferries which are farmed out. This is not really municipal taxa­
tion and the ferry tolls are paid largely by persons living outside municipali 
limits. It is doubtful also whether the rates paid by Government should be­
regarded as taxes on the inhabitants. Excluding these two items the incidence· 
·cf taxation proper is under Rs. 1-8 a head and of this the greater part is directl:r. 
for payment for services rendered, viz., water-supply and private conservancy. 

Altogether the income is composed of-

Taxes proper 
Government buildings 
Grants from Government 
Municipal property including pounds and ferries 
Fines and Miscellaneous 

Per cent. 
43 
18 

: I) 

2S 
':1 

·Hitherto wheeled traffic has been negligible; now the motor 1:4;; 'J.i~IDO <lnd' 
.taxes on motors may yield some revenue. Other possibilities are fees on 
mooring boats-but this would be troublesome. Licenses for bombs and musical' 
parties might yield a substantial sum if they were at all proportionate to the­
nuisance. The Pharges for house water connections should in any case be· 
increase~ .. 

Mr. Webster gave oral evidence as follows:-

The P1·esident. Q.-As regards questions Nos. 1 to 9, you know that a new 
Committee (the Economic Enquiry Oommittee) has been appointed and your 
replies will be transferred to them. ·we are only concerned with the incidence­
of taxation on classes. You say that the statistics of labourers' wages are 
practically useless as a guide to taxation; but we have been told that there· 
i~ a lot of material in the Report of the Assam Labour Enquiry Committee. 

A.-That is as to the material condition of the workers on tea gardens 
show_ing in certain cases what their actual family budgets are against 71Lei;· 
earnn1gs. 

Q.-It is commonly stated that the wages on the tea gardens are extr~-
.ordinarily low. . u 

A.-The wap;e is very low, but it is a family wage for practical purposes .. 
Women and children work and though the earnings of the men are lower than· 
they would be in · otl~er lines, the ~ot~l family earnings generally co;me to 
Rs. 20 a month. Bestdes, there are mdtr.ect advantages such as a free ·housa 
fret· fuel, good water supply, medical attendance, eto. ' ' 

Q.-Is your estimate for a family of five? 
A.-I am assuming that the man, his wife and one child under 14 are-

working. 
Q.-What taxes would such a family payP 
A.-They would pay no taxes unless they drink spirits. 
Q.-Can they have as much pachwai as they like free? 
A.-Yes; we call it lao-pani in the Assam Valley and pachwai in the Surm;

1
• 

Valley. 
Q.-Do they pay on salt? 

A.-Yes; they pay duty on their clothes also; they mostly wear importea. 
cloth. 
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Sir Percy Thompson. Q.-Do they wear better class cloth? 
{.-It is rather inferior stuff, but they do not spin it the111Selves. 
Q.-They do not use the Bombay cloth? 
4 .-I think a good many of them do. 
The President. Q.-Do these people manage to save anything? 
A.-Those who are frugal save a little and buy laud; others will spend 

what they save on drink or merry-making; that depends very much on the 
class. 

Q.-A:re they not the lowest class of labourers-people who have no skill 
J>f any sort? 

tQ~ 

A.-Yes, most of them left their districts in times of distress or scarcity. 
Q.-Have you made any estimate as to what the family taxes would come 

A.-:No. 
Q.-Would it be possibie w get an estimate? 
A.-Qne could estimate the salt tax at 3 annas per head; the others would 

be difficult to estimate, because the great majority of them do not drink. A 
few of them take ganja, but not many. 

The Hon/ble Sardar Jogendra Singh. Q.-Don't some of them drink? 
.-!.-Some drink spirits. 
Sir Percy Thompson .. Q.-:Uost of them drink pachwai or locally-distilled 

liquor. 
The Hon'ble Sardar Jogendra Singh. Q.-What would the cost for their 

~mbsistence comet<> in a month? 
A.-It is almost impossible to say; according to estimates, they spend the 

whole of their income. -
Dr. Paranjpye. Q.-A:re their passages to and from their native places 

paid by the estates? 
·A.-The passages from their native districts to the estates are paid by the 

estates ; they are not entitled to get their passages back, but they may go back 
~ recruiters. · 

The President. Q.-The Assam Labour Enquiry Report would give us 
how much they spend on clothes? 

A.-Yes. 
Q.-8o that a family of four would earn, say, Rs. 240 a year and some­

thing more, e.g., a free house. 
A.-I do not think that even in the Assam Valley they earn more than 

.Rs. 300 a year; in the Surma Valley it is a little less. 

Q.-We were wid that we could get some family budgets from the settle­
ment reports; can yon tell us what the best ·settlement reports are which would 

. serve our purpose? 
A.-The settlement reports have not 'yet been written; it is now under 

progress in two districts in the Assam Valley and the Settlement Officer has 
been instructed w prepare family budgets. I am not aware of any settlement 
reports ?.!" present in existence in which family budgets are given. 

Q.-Yoa refer w a report on the Hailakandi flood area; what is that? 

A.-About the year 1915-16, there were very serious floods in the Haila­
li:andi subdivision of the Cachar district. There was excessive indebtedness 
and as a result of that, an officer was deputed w make a survey of typical 
"ill~ges. on the same lines as Major Jack's report in the Faridpur district. 
"The special officer wok up 27 villages and made detailed house-to-house en­
oquirie3 as w the condition of the people living in those villages. He found 
ihat the actual level of prices was a little higher than in the Faridpur district 
•nd the indebtedness rather less but differently distributed. 

Q.-Are there no family budgets in the Census report!' 
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A .. - Yes, there were some in the last Census report. 
Q.-These might help us to get the incidence of taxation on the lowest 

classes. 
A.-I think so, decidedly. 
Q.-You refer to a house, poll and dao tax, you say that the. house 

tax is sometimes 2 or 3 rupees, sometimes as low as Re. 1 and somet1mes as 
high as Rs. 5. Who makes these assessments? 

A.-They are n1ade by the Deputy Commissioner subj~ct to the approv~l 
<>f the Commissioner and Government. In the N aga Hills, where there IS 

permanent cultivation among the tribes, the rate has been fixed at Rs. 3; 
111 the remaining districts where the cultivation . fluctuates, it is Rs. 2. 
Foreign settlers who come and settle in the plains pay Rs. 5, and in the newly 
administered areas recently taken over, the tax was started at Re. 1. 

Q.-It varies by classes or localities and not from house to house? 
A.-Yes. Similarly in the hills, it is levied according to the fertility of 

the village and its accessibility. 
Q.-Is the grazing fee based on the number of cattle? 
A.-Yes. It is Rs. 3 a year on buffaloes in the Assam Valley and Re. 1 

in the Surma Valley. 
Dr. Paranjpye. Q.-The fees must be paid whether the grazing ground is 

used or not? 
A.-The grazing ground is used. 
The President. Q.-Is there no exemption for cattle used in agricultureP 
A.-This tax is not levied on cattle used in agriculture. It is purely on 

professional graziers, mostly foreigners. In the case of cultivators, nobody 
can be assessed as a professional grazier unless he has at least ten head of 
cattle in use for the plough and unless, in addition, the bulk of his income is 
.derived from cattle trade and not from agriculture. 

Q.-It is rather a sort of tax on circumstances and property? 
A.-That is so. 
Sir Percy Thompson. Q.-Would you call this house or poll tax a tax 

at all? Is it not a rent? 
A.-I would call it a tax, because we impose the tax, whether the 

man cultivates 10 acres or 3 acres or even if he is a village carpenter and 
.does not cultivate. 

Q.-Yesterday we were told in evidence that this tax was a substitute for 
the land revenue in the backward tracts . 

. A.-It is in a sel!-se, because we charge no land revenue; on the other hand, 
tlus tax does not, like land revenue, depend on the extent of cultivation. 

Q.-Would there not be professional workmen or non-cultivating people? · 
A.-I won't say there would be none. There is the village priest. 
The President. Q.-Would he pay? 
A.-He would be exempted, as a rule, as a teacher. 
Q.-You say that the chowkidari tax is very unpopular. Why is that? 

A.-There is a feeling that the chowkidar does nothing for the village 
that he is merely the servant of the police and not the servant of the village: 

Dr. Paranjpye. Q.-Does he boss it over the people? 
A.-He is a miserable person, he can hardly marry his daughter. 
The President. Q.-His pay is very low? 
A.-Yes, it is never more than Rs. 6, very often it is Rs. 4. 
_s;,. Percy Th_omP_son. _Q.-Is there general satisfaction with the way in 

-winch the chowk1dan tax 1s assessed? · · · 
.4..-Very little. 

Q.-You say it presses more heavily on the poor than on the well-to-<io. 
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A.-It does, but we get very few objections on that account. We trv to 
persuade people to put more burden on those who are better able to bear ft. 

Q.-Is this chowkidari tax levied in the same district where the house tax 
is in force? 

A.-Not in the same areas. They have no chowkidari tax where a house 
tax or poll tax is imposed. 

The President. Q.-Why is the chowkidari tax levied in some places and 
not in others? 

A.-We have practically no police in places where the house tax is in 
force. The village headman is the local representative of Government . 

• ~ir Percy Thompson. Q.-Is not the reason really that the tribes are 
migratory? · 

A.-That does not apply to the Khasi or the Naga, Hills. 
Q.-If they"are permanently settled, why can't you ha,•e land revenue? 

A.-Because the cultivation fluctuates. They one day take a hill-
side,- burn it and prepare it for cultivation and cultivate for one or two 
yE-ars, after which jungle grows up again and they go to an entirely fresh aren. 
and cultivate there. 

Q.-These areas they cultivate must be.at some distance from the village. 
A.-Often several miles. 
The President. Q.-Would the chowkidnri be au unpopular tnx if the 

proceeds were applied to local purposes? 
A.-I think so, but still there nre experienced Local Board members and 

Chairmen who advocate this as the best form of local taxation on the 
assumption that it goes to a village authority who would look after the sani­
tation, communications and general welfare of the village, ns well ns run the 
chowkidars. 

Sir Percy Thompson. Q.-Does the tnx pay for more than the chowki­
dar's salary? 

A.-At present it only pays for the chowkidar; but the idea is to combine 
the chowkidari and the village authority as has been done in the new BengaF 
Act and to have a combined tax for the two. 

The President. Q.-That is what the Punjab hn•e done; do you advocate­
the same thing? 

A.-Theoretically I thinJ;: it is the best way, but it is very difficult to say 
-how unpopular it will be. 

Q.-Did your Government try to get rid of the chowkidari tax at any time?· 
A.-No; it has been the other way, viz., to convert the payment by 

;agirs into the payment of a tax. 
Q.-Whom did you give your jagir to? 
A.-Originally patwaris and chowkidars had lands and they enjoyed the-

few acres they had free of revenue or rent. 
Q.-Was that in the two permanently-settled districts or was it general? 
A.--Only in the two districts. 
Q.-Did they originally have a revenue free grant? 
A;-Only in some parts. 
Q.-I suppose that prices have now risen and you wish it had not bee~ 

done. 
A.-My own experience of the system of payment of chowkidars by jagirs 

which obtained _in Bengal was that it was very unsatisfactory. They generally 
l[!.Ot into the hands of money-lenders. 

Q.-The jagir changes hands. 
A.-Yes, and the chowkidar got nothing. 
Q.-On the other hand, the land is now worth something. 
A.-It is worth a good deal. 
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Q.-Have you a~y knowledge .of t):le proposal made by Sir Edward Baker 
-at one time to abohsh the chowlndar1 tax? 

A.-No. 
Q.-When he was Finance Member he cancelled the villa~e service cesses 

in the United Provinces and Madras and when he became Lieutenant-Gover­
nor of Bengal he attempted to do the same thing wi~h the chowkidari tax, ~ut 
~he proposal was refused by the Government of India. 

A.-It was just after I left Bengal. 
Sir Percy Thompson. Q.-You are in favour of the removal of the 

·exemption of agricultural incomes from inpome-tax. 
A -On economic grounds I would favour it, but the question is whether 

-the ;mall amount we should get would be worth the dissatisfaction which it 
will cause among our most important landholding classes. 

Q.-You say you would favou~ it on economic grounds. How would you 
'justify an additional burden of mcome-tax, when they already pay a very 
·heavy tax in the shape of land revenue? . 

A.-1. regard the land revenue as really equivalent to a rent and not as a, 
tax, and I sco uo reason why a man who pays land revenue to Gov'ilrnment 
should escape income-tax. 

Q .-You take the view that land revenue is simply a part of the economic 
,snrplus. 

A.-That is so. 
Q.-In Assam probably, relative to its size, a tax on agricultural incomes 

~>auld yield a fair sumP 
A.-I estimate one lakh of rupees for my division. 
Q.-What about the tea planters? 
A.-That would be much nearer half a crore. My estimate of one lakh 

-wos apart from too tea planters. 
Q.-Taking 25 per cent. of the profits, the tax would amount to 17 lakhs 

:and if you take the whole 100 per cent. it would amount to 58 lakhs. 
A.-Somet~ing like that; it is a big sum. 
Q.-You SiJY that there is much to ·be said in the present sta;te of Assam 

for substituting a tax on turnover for an income-tax. You cannot do that, 
ibecause you cannot make a special case of Assam. 

A.-You cannot do it. 
Dr. Pam-n.jpye. Q.-Can you not issue a private order to your officials 

·that if no other information could be got, the turnover might be used a basis 
!for ainessment? 

J_,-I think so; it was the practice a few years ago. 
Q.-Very often in England, even now, the estimate is made by reference 

to the turnover when a man has not got ·proper accounts. 

The P1·esident. Q,-You have given us a quotation in which you say that 
tho question is whether such a tax will constitute " augmentation of the 
public assessment (on permanently-settled estates) in consequence of the im­
provement of permanently-settled estates." Could you tell us where that comes 
from? 

.A.-It is a quotation from the Permanent Settlement Regulation. 
Q.-You do not think that any breach of pledge would be involved? 
.4 .. -I do not think so, but it would be regarded as such . 

. Q.-You say hemp grows wild and so affords easy means of cheap intoxica-
tion . 

. 4..-Yes. 
Q.-From this.! assume that you can get intoxicated on wild hemp . 

. 4..-Yes, it has the same effect as ganja. It would give you a worse head 
but I have no personal knowledge. ' 
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Q.-We have been told that you get the resin which contains the intoxi­
cating property only when you grow the male plants separat~ly and that if 
you grow the male and female plants t<Jgether, you do not get any intoxi­
cation. Therefore there is_ no need to worry about wild hemp growing. Is 
your experience different? 

A.-I ha-.-e been told by Excise Officers that in the case of the wild plant 
you· take tlie whole of "the leaves, not merely the flower. It is not ganja 
properly speaking, but what is locally known as bhang. 

Q.-We have been told, particnlarly in the United Pro-.-inces, which has 
the largest consumption of bhang in India, that it is an innocuous and cooling 
drink. Do you jind that it is used for smoking like gania? 

A.-I do not know exactly how it is used; it is probably mixed with 
tobacco and smoked. 

Q.-It seems to me to be a matter of considerable importance when you 
are pushing up the duty to an enormous height, that you are all the while 
allowing a substitute to grow wild. 

A.-The fact is that villagers in the hills ha-.-e found !t worth while to col­
lect this plant and sell it. to coolies and others; so I assume it is the quality 
the> want. 

·Q.-You are- now putting the duty up t<J a le-.-el ofRs. 25 toRs. 35, while 
bhang is practically almost untouched, and if it is as easy to get intoxicated 
on the one as on the other, it is rather a reductio ad absurdum. 

A.-There is -.-ery little demand for the imported bhang which we get from 
the United Provinces. 

Q.-Is there any Excise Officer up here who could put us in touch with the 
actual facts? 

.4 .• -I think there is an Excise Officer up here now helping to re,·ise the 
Excise J\Ianual; he may have practical experience of it. 

Q.-Then you say " spirit is easily distj_JJed from the rice beer allowed to 
the tea garden labo~rer." Is it in practice? 

A.-Yes; it is quite common.­
Q.-Is it very strong? 
A.-In the early stagGS, it is very innocuous. Children of three years old 

take it easily. 
Sir Percy Thompson.-Then how is it made strong? 
A.-It depends upon the amount of water used. If you put very little 

water to the rice you get a strong beer, whereas if you put a large quantity 
of water you get a weak and innocuous drink, which will be very like barley· 
water. 

The President.-If you put no water? 
A.-Then it is very strong. 
Q.-That is what they use on festival occasions? 
A.-Yes; the_y also mix something else which has an intoxicating effect. 
Q.-There is no attempt to control that? 

-A.-Yes; there is no control beyond the prohibition of sale and possession 
of more than a· certain quantity. 

Q.-Do you think it will ever be possible to control it? 
A.-No. 
The Hon'ble Sardar Jogendra Singh. Q.-Do you think it is necessary­

to control it? 
A.-I do not know. The general opinion is that it is not as strong as 

spirit. 
The President. Q.-You say "Illicit distillation is known to be prevalent 

but interference is r~ricted by the danger of causing unrest." 
- A.-The illicit distillation is chiefly on the tea gardens. Visits by the­

police upset the manager of the garden. He does not want the police or the- : 
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"Excise Officer to go into the garden. He generally lets things go ?n till it 
oecomes a scandal and then he gives private intimation to the pohce officElr 
who will then take action. 

Q.-And you cannot exercise a greater measure of control than that? 
A.-Then we should run the risk of upsetting the labour force. They 

resent very much the interference of the police officers. 
Q .-But cannot you compel the planters to ·stop distillation? , 
A.-He would be trying to keep it down himself and ·keep it in moderation. 
Q.-Do you have a provision in your Act that the landlord is liable to 

prosecution_ if the act is committed on·his land with his knowledge? 
A.-I do not think so. 
Q.-You think you should raise the duty pn country spirit? 
A.-Only very gradually. I think more might be transferred from license 

fee to duty. 
Q.-You would allow "Local Governmeu+,s to impose a duty on imported 

spirit not exceeding the duty on country spirit in addition to moderate license 
fees "? You know that would create difficulties as between provinces? If 
you raise the _provincial duty, you would have to pay a preventive force ~o 
_prevent spirit that has not paid as much as your duty from coming in. . 

A.-It will have to pay before coming in. The present idea a• regards 
·liquor manufactured in Calcutta is that anybody who wants to. impod is to 
apply to his own district officer for an import certificate and pay the duty. 

Q.-Then it would make each pr9vince a wa~er-tight compartment. ls it 
r.ot more satisfactory to leave the duty on foreign liquors to the Government 
or India? · . ' 

A.-Yes; I see the practical difficulties. 
Q.-You say "Under a recent arrangement with Bengal this province will 

get· the duty on country made foreign liquor and drugs imported into Assam 
from Bengal but the adjustment of license fees is still under consideration.'·' 
'Vhat has Bengal to do with your license fees? 
. A.-They say they. are _getting very large license fees in Bengal on foreign 

liquor and the quest10n 1s whether they should allow us a share in· those 
license fees in respect of the foreign liquor sent from Bengal to Assam. . · 

Q.-The question is whether part of the fees paid in Bengal shoul\1 be 
yours? 

A.-Yes. 
Q.-Bengal has the vend fee for liquor sold in Bengal but not on liquor 

sold out of Bengal. They charge As. 2 a bottle. 
A.-I am afraid I did not quite understand the principle. 
Sir Pe1·cy Thompson. Q.-It may be that they want to charge As. 2 a 

bottle on the whisky sent to Assam and give you a part of it. 
A.-I do not know~ 
The Presi_dent. Q.-In answer to question No. 94 you say "Heavier fees 

co~ld be leVled .under the Arms Act. Fees for sporting licenses might be 
ra1sed." What 1s the present fee for a sporting license? 

1l.-Rs. 5 in the beginning and Rs. 2-8 on renewal. 
Q.-You mention a fee for taking extra ammuniti01ip 
.4..-The p~e.sent fees cover a certain quantity of ammunition but we give 

.extra ammumt10n free. 
Q .-This is a local regulation? 
A.-Yes. 

Q.-You say that explosives might pay an excise duty. That is, locally­
made gunpowder? 

A.-Yes. 
Q.-Would you approve of a monopoly of explosives? 
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A.-We have practically a monopoly. Everybody who manufactures ex­
-plosives has to take out a license. 

Sir Percy Thompson. Q.-You would not tax explosives made in Assam' 
and let explosives made in Calcutta enter free. If you have the excise duty,, 
would you not he killing the local industry? 

.4 .• -Yes; I am afraid that a provincial excise would not be workable. 
The President. Q.--Grazing fees, you say, could be raised? In 1\Iadra&·· 

it i~ As. 3 for a cow per year. 
A.-Here it is As. 4 to As. 8 for a cow and Rs. 3 for a buffalo. It is a ·verv· 

small proportion of the produce. . There is a great difference between the tw'O­
in the consumption of fodder and there is also a difference in the outturn of 
milk and ghee. 

Dr. Paranjpye. Q.-Not to that extent. 1: 2 would be the utmost ratio .. 
A.-Six maunds a year, I take it, is the milk production of a buffalo; and 

in the case of cows, very few of our cows will give more than a maund in the· 
year. 

The Hon'ble Sardar Jogendra Singh. Q.-Do you think that the land 
rvvenue system as it is worked here is quite fair and just and is worked just 
as it would be worked by 1). prudent landlord? 

A.-I think so. . 
Q.-Have you a large area under permanent settlement? 
A.-About 240,000 acres are under permanent settlement; and they have· 

a sort of fluctuating settlement in the hills. 
Q.-What standard do you work up to in fixing the assessment? Up· 

to 50 per cent? 
A.-We hardly base our assessments ou rents. 
Q.-What is your system? 
A.-We generally start by examining the present incidence and the co)ldi-· 

tion of the tenants and estimate what increase can reasonably be expected 
owing to the general improvements in communications, etc., during the· 
course of the settlement. 

Q.-You say "lands are not becoming more fertile." 
A.-Yes. 
Q.-Are the holdings getting smaller? 
A.-The holdings, I think, are getting decidedly smaller and there is more· 

encroachment on land liable to flood. 
Q.-What will be the average holding in the permanently-settled area and 

in the other area? 
A.-I am afraid I cannot say that exactly. But I think in the perma­

nently-settled areas, 7 or 8 acres is the average holding and in the temporarily­
settled area it is less. 

Q.-You say that the land revenue is not a tax. 
A.-Though the element of taxation is not altogether absent, it is more 

in the nature of rent. 
Q.-Then you recommend a tax on incomes derived ~rom land. s·?P­

posing you had no landholders and you had no vested mterests to gtve 
staomty to the State: do you think i! is in the interests of the State to· 
interfere with vested interests when the- income that you are going to get 
is not very great? 

A.-I think it is very valuable to have people with vested interests who· 
form a conservative block. I may say this: suppose you invest your capital' 
in buying house property in a town, you do not thereby escape income-tax on 
your profits from rents. 

Q.-Don't you find the Mauzadari system working in the interests of the­
State? 

A.-I think i-1; is a most valuable class. 
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The President. Q.-What exactly is the Mauzadar? 
A.-He is something between a servant of the Government collecting rents 

and an agent who is making what he can. He has to collect a fixed land 
revenue and gets commission on the amount he collects. 

Q.-Does the 10 per cent. come out of the collection or will he have to take it. 
in addition P 

A.-It comes out of the collection. 
Q.-Do you regard him as a useful collecting agent? 
A.-He is far more useful as a representative of the Government. 
Q.-You say that the total cost of collection is 10 per cent in mauzadari 

areas. 
A.-Yes; practically the whole of the Assam Valley is mauzadari. 
Q.-Do you have TahslldarsP 
A.-Not in mauzada1·i areas. In certain areas Government collects 

through paid servants and the cosu of that comes to only 5 per cent. 
Q.-And you consider that the JJlauzadar is worth the additional 5 per 

cent? 
A.-I think so. In these areas in which there is no zamindar, he is the 

local big man and the representative of the Government. 
Q.-You don't add any overhead charges in your cost of collection for the 

Deputy Commissioner and the Commissioner P 
A.-I think it is included in the 50 per cent. It is only on the first ten 

:thousand that 10 per cent is paid. Only 5 per cent is paid on the balance. 
Q.-Is the ·Mauzadar hereditary? 
A.-No; but the practice is to appoint a man of the same family-the next 

good man available. 
Q.-You say that a tax on mutations would be very troublesome. Is not 

.one levied at present P · 
A.-Mutations in the field are free. If you apply to the Deputy Com­

:missioner there will be a small fee to be paid. 
Q.-Mutation on the field-is that on a written application? 
A.-As a rule it is on verbal application made in the first place to the 

·village patwari and subsequently passed by a Circle Officer. 
Q.-You say "it is not practicable to prevent fractionisation in a Muhani­

uladnn land." 

A.-Yes; with the present law of inheritance, it is very difficult. 

Q.-Would you tell us what is the system of assessing land in municipal 
.areas to land revenue? 

. _A.-I have very little ~xperience. But I think that in Sylliet, for instance, 
)t 1s all revenue free owmg to some untraced free grants long ago. It was 
.made into a Kasba which was always held free of revenue. 

Q.-To whom was it granted? 

A.-I cannot tell you: But we fo~nd the la~d in possession of a large 
num?er of people ~vho cl.mmed to hold 1t revenue-free. Our general principle 
~ow 1s ~o _take a fa1r eqlllvalent of the economic rent in assessing building sites 
~n mummpal areas on Government land; but it is very arbitrary. 

Q.-Don't you follow the 1895 order of the Government of India? 

A.-We endeavour as far as possible. But I don't think the rules are 
very easy to interpret. There-is very little private land with which to com­
pare it. 

Q.-Don't you fix a quit rent and sell by auction subject to the payment 
,of that? 

A.-:-We do not sell by auction. 
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Q.-Then supposing land which is assessed land re'l"enue as agricuitural 
land is subsequently included in the limits of a town, how do you deal with 
that case? 

A.-In the first instance we should not make any alteration; but in the 
next revision of the settlement we should treat them as hazar sites anJ apply 
the hazar rates. 

Q.-Besides this Ka.sba, have you any other town lands that are free of 
assessment? 

A.-We ha'l"e a lot of revenue-free town lands jn Baniachand, the biggest 
village in the province, with 35,000 inhabitants. They have held these land& 
from time immemorial. It is not all revenue-free. In some cases we brought. 
civil suits and lost them. In Shillong we have put up re'l"enue 'l"ery largely 
and are taking premiums. 

Sir Percy Thompson. Q.-Do you think it requires a revision of the lawP 

A.-The fundamental question is whether land revenue can be claimed 
after 60 years. 

Q.-What we are trying to do is to make some sort of comparison between 
thE' incidence of land revenue in different provinces. "What we have got to· 
do) is to get the economic rent where we can through a process of sampling and 
compare that with the land revenue in the areas in question. Is it practi­
cable to do that in .Assam? 

A.-I think it is in parts of my division. I know very little of the Assam 
Valley. I think a good deal can be done. We have not got a record of 
rights for Sylhet district. In our temporarily-settled areas we have \"ery 
little authority"to determine rents. So that there is no complete record of 
rents anywhere. A certain number of bonds are registered. We made an 
experimental survey and we collected good deal of information in other 
settlements. 

Q.-May we now come to minerals? The plan that has been more or 
less suggested to ns in other provinces is to combine a flat rate on raisings 
and despatches, a special income-tax on landlords' royalties and a special 
income-tax or super-tax on companies' profits. 

A.-In lieu of everything? 
Q.-Whether a mine makes profit or not it ought to pay something for 

local services. Landlords' royalty is purely an unearned increment and it is· 
quite right he should pay a special tax as in England. Companies' profits 
vary .-ery much with regard to the value of the minerals. The suggeotion 
made in Behar was that the taxes based on these three principles should be put 
together in a fund which should pay the Government of· India for their 
speciali&ed staff, pay the local bodies for roads and the balance should go to 
the pro'l"incial Government. 

A.-This province is in a slightly different position. Except for one set 
of oil wells all minera~ are in lands at the disposal of the Government. So 
we get the royalty. 

Dr. Paranjpye. Q.-I understand you have got coal mines at Cherra­
punjee. How do you charge them? 

A.-We charge nothing at present. But negotiations are going on for 
settlement. 

Q.-There is an agreement with the people that each man is entitled t<J 
as much coal for bim&elf as he likes? 

A.-Yes. 
Sir Percy Thompson. Q.-If you had a free hand in the minerals belong­

ing to Government, you would charge such royalty as the quality of the coal 
or mineral would bear? 

.A.-Any way we follow the Government of India rates. We take a certain 
percentage of the value of minerals varying with the quality. In some cases 
for our own convenience we have converted this into a fixed sum per ton. 
The difficulty is really in estimating the value and it is not an easy matter. 
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different qualities of coal which are being mined because you are chargmg: 
royalty varying with the selling price? 

A.-Yes. 
Sir Percy Thompson. Q.-If you tax the companies profits, are you not 

putting a tax on good management? 
A.-Yes. The difficulty is we are already. taking income-tax. 
Q.-Income-tax is a general tax. This will be a differential tax on a 

particular industry. 
A.-I do not like a differential tax on a special industry. 
The President. Q.-Don't you think there is a reason in the fact that 

tbey are using a wasting asset which ought to belong to the general tax­
payer? 

A.-No. I think income-tax is a very much heavier burden on a wasting. 
asset than on an investment which brings you a permanent income. 

Si1· Percy Thompson. Q.-Is it not the owner's estate that is wasting? 

A.-I think the owner's estate is wasting undoubtedly. But so is the 
trader's. 

Q .-Only to the exi!ent that his. machinery wears out. 
The President. Q.-But actuaily in the case of the mines owned by Gov­

ernment you cannot take everything that you should take, because the Gov­
ernment· of India rules prevent you. 

A.-I am not in a position to say how much we could take. Any way at. 
present we are bound by these orders. 

Q.-In the case of the private mines the owners charge something very 
much more than the rate in the Government mines. 

A.-I have no knowledge on the point; but the Government of Ii1dia. 
rates are very low. 

Q.-You say thnt Orissa used to have :1 special rate of land rev_enue for. 
tohncco; so that I take it there would be no breach of the pe1·manent settle­
ment. 

A.-There wiii be great difficulty in the case of tenants who have got 
occupancy rights holding under proprietors. We could not interfere with 
their rents without a mdical alteration of the tenancy law. 

Q.-Then you say that at one time there was a tax on betelnut. 
A.-I believe so. 
Q.-Can you give us the reference? 
A.-I came across this when I was dealing with the Gazetteer of the­

N oakhali district. I think there is a note about it. 

Sir Percy Thompson. Q.-On 'vbat baais an local cesses raised for the-
purposes of the District Boards? -

. ~.-T~e general idea is one nnna in the rupee of revenue. That is the 
ongmal 1~ea. . In the full;y- a~sessed areas it is one annn in the rupee of 
re,·enue w1th hberty to ra1se 1t to one nnna three pies. In Sylhet district 
we hnd not the information to adjust it to rents and we fixed an all round rate­
at two annas per ncre. 

Q.-What you do is to charge one anna in the rupee on the land revenue· 
of fuily assessed areas of tempomrily-settled districts. In the permanently­
settled district you chnrge two mmas on whnt would have been land revenue­
had it been fully assessed. 

. ~--I'!- practice you will find two annas is what they pay in Sylhet. It 
13 g1ven m the Local Rntes Regulation. Clause (c) provides for the permn­
nently-settled areas in Sylhet district. Certain allowances are made for waste 
lands. 

Q.-(b) is the thing that puzzles me. 



410 

A.-clause (b) is complicated but ·only applies to a limited number of old 
-grants. 

Q..--In the ordinary way you charge on once the land revenue: In this 
-cas€' you charge on twice. . 

A.-on revenue-free lands it is paid on twice the estimated land revenue. 
Q.-Why? 
A.-I suppose really they wanted to get something out of them. 

· Q.-But generally speaking it is one anna in the rupee on fully assessed 
lands. · 

A.-That is the general thing. 
Q.-I understand you have some complicated provisions for the appor-

ctionment of the cess. 
A. Yes. 
Q.-Gan you say what is done in the temporarily-settled districts? 
A.-.As far as I know in the temporarily-settled areas nothing is recovered. 

from the tenant. Thr.t is, in the case of the peasant proprietor letting out· 
laud. 

Q.·-In the temporarily-settled areas? 
A.- Tn somr. cases the landlord gets nothing at all. In others he rcPolcrs 

<One; al!na in the; rupee of revenue. · 
Q.·-Au anna in the rupee of rent is more than ~n anna in ·the rupee of 

:revenue? 
A .• ···A great deal more. It is quite impossible to say on wlwm the <'<'sq 

"U[tiruateiy falls in the Sylhet district. It varies from the landlortl paying 
-the whole to the landlerd making a profit on it. The commonest of all is to 
-.take half an anna in Sylhet. Where more than half an anna is taken it 
·-probably includes illegal cesses. If you ask them about that they say it is 
local rate. But it is· something besides local rate. 

Q.-Has this practice been in force for a long time? 
A.-I think since the Regulation was passed. In the permanently-settled 

areas the rents got increased by various ways. The landlords can increase 
-the rents through the courts on certain grounds and increase them very sum-
-marily in the case of the tenants who have not got occupancy rights. In 
-the, temporarily-settled areas the tenants have no protection. 

Q.-Is it not the case that the local rate is paid either by the cultivators 
-or the landlords and that the balance of local taxation is heavily weighted 
.against the agriculturist. 

A.-Yes. But the boards get a good deal in the form of grants from 
·Government and also have income from forests and pounds. 

Q.-Take a shopkeeper in a village. What contribution does he make? 
A.-Practically nothing direct. He pays to the provincial revenues and 

the province contributes to the local board. 
Q.-Is it not desirable to have some sort of tax on non-agriculturists,. 

.something like the l,lircumstances and property tax? 
A.-People-suggest that in the place of the local rates. 

Q.-Then the absentee landlord in some cases won't P"Y anything. 

A.-Unless he is a resident he will cease to pay an:~thing. 

Q.-.As regards municipal finance you say something about a tax of 1! per, 
-cent on the annual income of the rate-payers. What is that? 

.4..-That is the way they have interpreted the tax on circumstances and 
-property. The assessor made an estimate of the income of every person in 
-the town and he proposed to take a tax of 1! per cent. 

Q.-People have told us that ·a tax. on circumstances and property iB quite 
impossible in the municipalities because there is nobody who is aware of the 
incomes of the inhabitants. · 
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A.-I think for purposes of assessment they would. base i~ on th~ apparent 
position and expenditure of the man. They would considei' his style of 

living. 
Q.-The reason people do not obj_ect to this arbitrary assessment is that 

the rates are very sm~tll? 
A.-I should not call the rate very small but the estim~tte of income is 

extraordinarily small. . 
Q.-You say the latrine fee is 10 to 12 per cent, water rate 6 to H per cent·. 

Why are the rates heavy P 
A.-The conservancy charges are very high, and ren~s very low. Our; 

water schemes do not usually pay their way and are assisted from gener~tl 
revenues. 

Q.-The latrine rate is not giving more than the cost of conservancy? 

A.-It is supposed not to do so. 
(!.-What is the item, Government buildings? 
A.-Government have agreed to pay 7! per cent on the annual value in 

addition to the water rate and the latrine rates. 
Q.-Who does the assessment? 
A.--Sometimes it is done by the Ward Commissioners in the Municipa~ 

Committee but lately it is being done by paid men. Assessment is done­
in Sylhet by a man who is paid Rs. 350 for the whole job of revising the 
assessment. 

Q.-Do you think it is fairly well done in this province? 
A.-I think they are extraordinarily inaccurate. 
Q.--There is no favouritism? 
A.-I would not be prepared to say that. I have had no serious complaints. 

made to me about this. I can only say that it is done very roughly, but­
th<O>re are no serious complaints made. 

Q.-On what principles are the grants-in-aid given by the Governmem ,;o 
the District-Boards and Municipalities? 

A.-Originally I think a grant of 25 per cent of the ordinary income­
of the local bodies was given by the Bengal Government. It was meant to· 
assist them in improving communications. Now-a-days a certain amount of 
money is given every year by Government and the Commissioner of the Divi­
sion distributes it between the local bodies in his division primarily in accord­
ance with their local rate income, but with liberty to vary it in accordance­
with their needs. 

Q.-It is not used at all as an instrument of control? 
A .-Practically not. 

Q.-Could it not be made an instrument of control? Could you not 
require a certain standard of efficiency P 

A.-The trouble is if you withhold the grant from an inefficient board it' 
would get into a dreadful state, the roads would remain unmended and the­
schools would fall down, so that the possibility of control is rather limited. 
We .have in a few cases tried. to use this power by compelling the boards to 
utJ!Jze properly tho grants glVen for special purposes and spend them only· 
on such p~rposes. For instance, take the case of education grants, Gov­
ernmeJ~t g1ves a ver~· large amount of _money every year towards primary:· 
educntwn and there IS a tendency sometimes not to spend the money on this 
ohjeet and to divert the money to other purposes. 

Q.-If you exercise control, you can use it very sparingly no doubt but 
would it not tend to a certain standard of efficiency? ' . 

A.-It is done even now. The Commissioner does not distribute the sum 
placed at his disposal definitely in arithmetical ratio according to the local 
rates, bu~ he does _ta~e in~o consideration ~ow a body is likely to use the­
money. The CommisSioner m that way exercises a control over their expendi-
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-ture and efficiency. If I find that they are not spending the grants properly, 
1 \<"ould certainly reduce the grants. · 

:fhe President. Q.-Actually the sums raised by local taxation are wholly 
·madequate for the purposes for which they are required? 

A.-Yes, wholly inadequate. 
Q.-I see in the renew of your last report on the l<"orking of municipalities 

it is said that " it \<"ould, hol<"ever, be idle to pretend that there has been 
much improvement in the condition of the municipalities.: This cannot be 
expect-ed unless and until the local authorities obtain larger resources to be 
utilized for the benefit of the area under their control." Don't you think 
that there are se>eral measures l<"hich can be adopted to provide the local 
bodies mth funds required for their development? 

A.-There is no question that the present system of taxatio~ is very 
inadequate and if the local bodies \<"ant to run their administration properly, 
they mil ha•e to tax themse~>es. 

Q.-You mention a circul~r letter ""hich has been issued in this connectioit, 
.can you t-ell us ""hat suggestions are embodied in this circular letter? 

A.-One question is about revising the Local Rates Regulation so as to 
i11crease the present rat-e to one anna .and four pies, then there was another 
suggestion that the nllage authorities under the local boarqs should be given 
pol<"er to impose local taxation for their special needs, and generally the 
reply from the local bodies in my division ""as, that they were opposed to 
any further form of taxation, but they suggested that chowkidars should be 
abolished and the proceeds of the chol<"kidari tax should be placed at their 
disposal. 

Q.-Would that; be legal? 
A..-It l<"ould require a special Act and something is necessary to take 

thE' place of chowkidars if they are abolished. 
Q.-Even that suggestion \<"ould fall short of l<"hat other provinc.as are 

actually doing? 
.-L-I imagine so. 
Q.-Actually in the case of local bodies you see more than half of their 

income is from the general tax-payer and the remainder-a considerable sum 
at least-is derived from pounds. Is it not in the form of a disguised sub­
sidy? 

A..-At present it is a disguised subsidy because the control still lies l<"ith 
the Magistrat-es. 

Q.-There is also a considerable sum of income on ferries? 
.-!.-Yes. 
Q.-Do you think it right that ferry should be a source of revenue over 

and above the serrices rendered? 
A..-Xot theoretically of course, but having been taxed for a long time 

the people have become :rccustomed to this. I \<"ould rather prefer to keep 
it on rather than substitute something else. 

Q.-Is it fair that \<"hen there is already a natural obstacle you should 
.add another obstacle in the shape of taxation? 

A.-I see the objection to it, but they have to pay something for the 
-upkeep of the ferry and there is no objection to pay something more. 

Q.-You are penalising the community l<"ho are on the =orig siac ~f tbA 
Tiver? 

.-!.-Yes, to some extent. 
Q.-You propose some form of tea cess on tea gardens. Will it be on the 

.acre or on the produce? What shape l<"Ould it take? 
.-!.-It \<"ould probably take an acreage rate. 

Q.-It l<"ould rather like _a regular land cess? 
.!.-Yes. 
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Q.-Have you taken any steps tb compel the municipalities ~o meet their 
-own expenditure in the case of wa~er works? I see they are runmng at a loss. 

A.-They have been induced in soine cases to increase the water rates, but 
still they are having a minus balance. 

Q :-Government contributed to. the original construction? 
A.-Very considerably, partly by loans and partly by grants. 
Q.-Can you tell us the proportion? 
A.-I am afraid I cannot say that. 
Q.-You have very rightly pointed out that· the rates paid by Government 

~hould not be regarded as taxes on the inhabitants. Do ·you consider one 
taxing authority should take the property of the other? 

A .-For instance, in Sylhet, Government buildings are the o~ly ~ubstantial 
;lJuildings which can be taxed. The great bulk of the people hve m:bamboo 
.structures of very small value. There is no use of levymg house tax on such 
;people. . . . 

Q.-Have you got no metre system for water connections? 
A.-That is one of the proposals which Government is urging ·on the 

iiilunicipalities for years, but they are turning a deaf ear to it .. , · 
Q .-Can't you enforce it by refusing grants? 
A.-I think we can do it. 
Q.-I see you suggest licenses for bombs and musical parties? 
A.-Yes, I see no reason why you·should not.tax the bombs, etc., which 

·are fired· during the marriage times, creating inconvenience and trouble to 
·others. · 

The Hon'ble Sardar Jogendra Singh. Q.-Have you got any idea where 
the shoe pinches badly and whether it ·is necessary to lighten the burden of 
-taxation? 

A.-The man who getS off more lightly is the garden labourer and the day 
labourer who is not able to pay any substantial amount. Otherwise it is a 
fairly well distributed burden on the general agricultural classes. I do not 
:think it is heavy on any class. 

The President. Q.-Is it not light on the small trader? 
A.-I think if he does not pay any income-tax it is certainly very light~ 
Q.-What about the permanently-settled landlord? Does he pay much? 

· A:-Well, he also gets off very lightly indeed so. long he has not to pay 
any mcome-tax. . . ' 

The Hon'ble_ Sardar Jogendm Singh. Q.-In the case of permanently-
s.ettled landlords, what proportion does land revenue bear to their income? · 

A.-I think about one-tenth. · 
Q.-Does it not save Government about ten per cent in collection? 
A.-I think it is about 5 per cent. · 
Q.-What about the local cesses? 
A.-They pay local rates and land revenue generally in the same pro­

-portion. 
· 1.'he P1·esident. Q.-Have you any figures of their rent-roll? 

A.-·we have only in a few cases. 
Q.-Is your lan,d revenue there one-tenth of the rent-roll? 
A.-I think it is about one-tenth. 
Q.-There is no other income besides the rent-roll? 
A.-No other substantial income. 
Q.-No substantial income from forests aml. fisheries? 
A.-~n ~ertain .ar~as the income. is very large, but in the particula~ areas 

l am tlunkmg of, It ts not substantial. 
Q.-What percentage of income does a tea estate pay in land revenue? 
A.-One to two per cent I think. 
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Mr. A. PHILLIPSON, I.C.S., Deputy Commissioner, Lakhimpur 
District, Assam, was next examined. 

Written memorandum of JJfr. Phillipson. 

Q. 1.-The statistics given in Annexure A are not; in my opinion, very 
reliable on account of the agency employed to collect them. The duty of col" 
lecting such information is very frequently delegated, rightly or wrongly, t() 
persons not fitted to supply accurate information. 

Q. 2.-The wide variation in the average income of the inhabitants, as 
estimated by different persons or methods, discloses the unreliability of th~ 
conclusions. 

Q. 3.-I agree that statistics of Income-tax in India are for more un­
reliable than the corresponding figures in other countries. 

Q. 5.-I believe that the difficulties attending a census of production m 
India would be similar, if not -greater, than those in England. And the result­
would be more inaccurate. 

Q. 6.-I would not advocate all-India legislation on the lines recontly in­
troduced in the Bombay Legislative Council, until time had been allowed to­
see the operation of such an Act in Bombay. 

Q. 7.-Accurate :nformation on the subject of wages and prices with :l 
knowledge of family budgets would be valuable for the purpose of arriving nt 
nn approximate estimate of the incidence of taxation. It would, I think, b& 
possible to say roughly for different classes of income what percentage is paid 
in taxation. 

Qs. 8 and 9.-'l'he incidence of taxation on different classes might he cal­
<mlated from (a) their real earnings and expenditure together, (b) an estimate 
of the amount of tax paid on each cj)mmodity consumed and (c) the direct taxes 
paid by them. But the result would be only approximate, because a tax on 
a conimodity is not borne by the consumer alone. It is generally divided be­
tween him and· the producer in a ratio which is indeterminate, and depends 
upon the " elasticity" of the demand. An accurate estimate of the real incid: 
ence of taxation would require a statistical knowledge that is expressible with 
the accuracy of mnthematical laws. Yet in practice, even a rough estimate of 
the division of a tax on a commodity, between producer and consumer, might 
admit of calculations that would be useful for the purpose of broad comparison 
of the taxation borne by different classes. At any rate, an upper and lower 
limit of the relative percentages paid in taxes might be determined. 

I would suggest a division of the population with reference to the tnxes 
that affect them into (1) ilctunl cultivntors, (2) lnndowners and landlords, (3) 
ngricultural labourers, including such as work on tea gardens, (4) those tie­
longing to the class of Indian clerical establishment with pay up to, say, 
Rs. 200 a 1nonth, (5) professional classes and persons in executive positions in 
Government and other services up to Rs. 600 and (6) others. The last class is, 
of course, susceptible of further subdivision, having regard to the different 
modes of life and budgets. The burden of taxation is different for an Indian 
never leaving India with an income of Rs. 1,000 a month, from another Indian 
or European who travels to Europe and uses imported commodities. 

Q. 13.-In my opinion, Government in managing any commercial or semi­
r.ommercial undertaking should aim at a fair return on capital after putting 
aside sufficient for reserve to ensure that this return wi1i be maintained. Such 
a return would ensure the voluntary provision by the public of the capital 
required. A simple criterion might be the quotation of the shares on the 
stock exchange. A fair return of capital would mean a quotation in the 
neighbourhood of par. Any JU'Ofits made over and above this fair retnr" 
wouid imply a tax on the particular class of the public which purchase the 
products of the commercial undertaking. 

Q. 16.-In my opinion, when land newly brought under irrigation or 
guaranteed a supply of water for the first time, increases largely in value, the 
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·State is justified in taking a portion of this increase, because th~ State haa 
risked the e,xpenditure of capital supplied by the whole popul_atiOn for the 
benefit of a section of it. It is less easy to fix. wha~ proportiOn s)lould_ be 
·taken, but it might reasonably be fixed <.m the basrs of msura~ce agamst rrsk. 
For example, if such reclamation experrments succeed four trmes out ~! five, 
Government might claim at least 25 per cent. of outlay on successful proJects. 

Q. 19.-Taxes imposed solely for expenditure on ~he n~eds of particular 
localities should I think be eliminated from the consrderat10n of .the general 
incidence of ta~ation, /g., in the case of expenditure for: irrigation, for the 
construction of embankments to prevent floods, for makmg local roads and 
.bridges, ferries, etc. 

~~- 21.-I do not regard any taxes, indirectly imposed, as voluntary. T_o 
·say that. a man pays a tax voluntarily b~cause he c~ooses. to purchase a parti­
cular commodity which has been taxed, rs a mere drstortron of words. If the 
particular commodity were not taxed, he would obviously have more to spend 
on other things, and to that extent, he is making a sacrifice. 

Q. 28.-I do not agree with the stateme~t that taxation ir~poses no ~cono­
mic burden in the case of smokers, and drmkers, who contrrbute heavrly to 
taxation although they may do without the commodities taxed if they choose. 

Q. 24.-Similarly I regard a tax on <tntertainments ,or on railway tickets 
as not optional, because the payer of the'tax is to that extent deprived of 
other amenities of life on which he might spend it. 

Q. 25.-I think that if any particular class abstains from intoxicants on 
account of religion or custom, then they do not in fact bear the burden imposed 
by excise revenue. In each case, it seems to me to be necessary to look at the 
actual simple facts in estimating the incidence of taxation and not to base 
conclusions upon motives or hypothetical considerations. 

Q. 27.-In my opinion every member of the community should pay a tax 
<Jf some sort, however small, unless he is a pauper. . 

Q. 28.-As an ideal, I thi~k that taxation is a proper accompa~iment of 
representation. But in practice, where education is backward or where the 
.State is dealing witl1 primitive peoples and tribes, the ideal cannot be realised. 
1'axation may be inevitable even when representation is absent or nominal. 

Q. 29.-I think an indirect tax is preferable to a direct tax in the case of 
the poorest classes because payment is made in trifling and unnoticed instal­
ments. As such persons generally do not. appreciate why the State requires 
>tny revenue, so they do not notice their contributions to it. Nevertheless it 
has been held as an ideal that all should pay direct taxes :is a stimulus to an 
interest in the State's activities. 

Q. JO.-I do not recommend a direct tax, but a poll tax may be the only 
means of taxation in some cases (as with some hill peoples in Assam, where 
no other tax is practicable). In Assam there are certain tribes who are migra­
tory and cultivate Government land and at the same time escape the payment 
of land revenue. The poll tax is a substitute for such payment. I have no 
experience of the working of the capitation tax in other countries but think 
it would be objectionable in India because it is more irritating 'than other 
·:orms of taxation, and education and public spirit are not sufficiently general 
Ior the public to appreciate the objects of such taxation. 

Q. ;J;J.-I am not in favour of raising the income-tax in India unless it is 
hrdispensable for want of alternatives, because in my experience it is a tax 
more commonly evaded than any other tax. The result is that those with 
known incomes, and the honest, pay for large numbers who evade ·such pay­
Jnent. 

Q. 34.-Nor would I recommend any further graduation in the present 
scheme, for similar reasons. 

Q. 35.-I do not think that any differentiation in earUP.it an<i unearned 
incomes would be productive of much practical result in Indin. Differentia­
tion in favour of s_ums shown to ~ave been i~vested in productive enterprises 
would le~d to eYaswn. Amounts mvested mrght be exaggerated and it would 
also be d1fficult to prevent a productive enterprise from being sold or recon-

o2 
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structed with the object of defrauding the income-tax authorities, after the 
exemption or concession had been obtained. 

Q. 36.-I£ any allowances are to be made for a number of persons sup: 
ported out of particular incomes, the enquiry should be confined to near and 
clearly specified relatives, for definite reasons of age or infirmity. This is 
necessary because the head of a family in India often declares he has numerous 
dependants of whom several are capable of earning their own subsistence. 

Q. 37.-I see no.objection to the Indian super-tax on companies so far BS 
it is based upon the ability to pay. Individual shareholders can get a rebate 
if they are entitled to it, by declaring their income. The only objection 1s 
that noticed jn question No. 33 above. 

Q. 38.-I am in favour of the removal of the exemption of incomes derived 
from agriculture. Agricultural incomes have been exemptea on the ground 
that a tax is paid in the shape of land re.,-enue. I regard land revenue as a. 
rent or the price paid for the use of an instrument for production, and I do 
not see why the ordinary canons of taxation, such as ability and equality 
should not be applied to such incomes. If land revenue were in reality a sub­
stitute for income-tax, it should at any rate be levied on -similar principles, 
and be graduated. For these reasons, I would not distinguish between the 
earnings of a farmer and the income of the absen~-landlord or the money­
lender who has become a landowner 'through the· foreclosure of a mortgage. 

In Assam, apart from the Tea industry, I doubt if one cultivator in a. 
hundred would be required to pay income-tax if the present limits of exemp-
tion were applied. · · 

. Q. 39.-In Assam, the Tea industry alone, if not partially exempt from 
the payment ·of income-tax, would contribute a further Rs. 45 to Rs. 50 lnkhs 
a year on the basis of 1923-24 statistics. Other cultivators as stated above 
would contribute a negligible amount on account of small holdings. 

Q. 40.-In India the limit of exemption should perhaps be fixed- with due 
regard to the size of the family; the average family may be between 4 and 5. 
Actually, the number of dependants including brothers and nephews, etc., is 
often as high as 10 or 12 or more. If any lower exemption limit were fixed, 
I do not thirik it should be uniform, but that some regard should be had to 
the number of dependants. Apart from this, I think it is more desirable, as 
a matter of practical policy, to raise taxes indirectly as far as possible on the 
lower range of incomes. 

Q. 41.-As stated above, I think there is a great deal of evasion in the 
payment of inc<ime-tax and that the growth of an accountancy profession has 
not eliminated it. Skill in accountancy may even help to conceal it. I do not 
believe that e.,-en the expert auditing of accounts discloses all malpractices. 
For auditing only deals with formal receipts and papers placed before the 
accountant. Again the accountancy profession does not even touch the ac­
counts of ba.zar dealers and shopkeepers where evasion js most common. 

A centralised and more efficient system of income-tax control is beneficial, 
but has not, in my opinion, removed the reproach that an income -tax is a tax 
on honesty. 

Q. 42.-'-The introduction of a prescribed form of account for different 
classes, such as hazar deniers, farmers and public companies, would make tt 
easier to detect omissions and fraud. Such forms would not be necessary for 
salaried persons. 

Q. 43.-As in England non-official Assessors and Commissioners are em• 
ployed as a check on evasion, so in India it might be ~eful to !'av~ an. Ad~i­
sory Committee to assist the Income-tax Officer to pomt out the dtrectton m 
which he might investigate individual cases. 

Q. H.-I agree that the issue of ·tax-free securities favours the wealthy to 
im extent commensurate with the rate of graduation of the income-tax. 

Q. 46.-My experience of the provisions about double income-tax is that 
they are working satisfactorily. But it is believed that_ incomes derived from 
outside India and remitted to India, often escape taxatton. 
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Q. ,67.-The assessment on previous year's income in India i~ far pr~ferable 
to an assessment on a three years' average. It is extremely difficult m ~any 
cases to get accounts for one year. Moreover the results would be unrEihable 
or worthless, and the difficulties would be multiplied if we required thre~ years' 
accounts. 

Q. ,68.-(a) I agree that the range of commodities should be small consis­
tently with reaching all classes. 

(b) It would, I think, be possible to tax commoditi~s wit~out in any. way 
impairing efficiency. It is well known that.labourers m Im~1a ~ho receive. a 
sudden rise in pay reduce the amount of their work ra~her tlian mc~ease the~r 
standard of living. This is reported to have happened ;n the coal.mmes a,nd IS 
also observed in tea gardens. A tax even on necessaries, would Ill sue~ cases 
hwe the effect of increasing the amount of work rather than of reduCing th<> 
standard of living. A tax might even raise the standard if the pro()eeds were 
used in whole or in part to provide amenities for the classes in question, e.g., 
better education, compulsory sanitation, improved dwellings with better 
lighting. , 

(c) In practice, it would only be possible to tax a large propor~~on of-the 
population in India through necessaries. -

Q. 50,_:_I do not consider that a graduation of taxation of commodities is 
practicable._ It would moreover encourage the use· of inferior articles and so 
perhaps injuriously' affect health, 

Q. 51.-I agree that from the fiscal and economic point of view, there is 
hardly a more suitable commodity than salt for purposes of taxation. Jt pro­
vides a certain and convenient means, which cannot easily be evaded, for th<:> 
collection of a small tax from all classes. The opposition is mainly political 
and provides an opportunity to politicians to assume the role of protectors of 
the poor. · 

Q . .53._;_The rate of tax imposed in India is low and amounts to 3 annas a 
head, as against the: average annual income whi'ch is estimated to vary be­
tween Rs. 74 and Rs. 112. 

Q. 61.-I do not anticipate the successftil.introduction of a policy of total 
prohibition in the near future. Laws .may be passed, but they will be largely 
evaded. At the present time, there is a great deal of drinking of alcoholic 
stimulants made at home while the total prohibition of opium, for example, 
will stimulate smuggling and encourage the use of substitutes, such as- gania, 
that can be grown surreptitiously. • 

Q .. 62.-I suggest that if excise revenue is to be replaced by new taxell'; 
they should be diffused over the whole population. For this purpose, I reconi• 
mend a salt tax, land rev.enue increase, and customs duties on such commodi­
ties as would affect those unaffected by salt tax a.nd land revenue. 

Q. 68.-(a) A tax or. alc(Jhol probably diminishes its consumption :md does 
good to that extent. · · 

(b) It is true that European Governments derive large revenuesfroin the 
tax on _malt liquo~s. and tobacco .. I. ~hink the reason is to be founu largely in 
cmwemence, traditiOn, and plausibihty, rather than on grounds of equity. · 

(c) The policy of discouraging the consumptiOJi of· intoxicants- is sound 
ap~rt from the r.aising of reve'.'ue. But it may be necessary to supplement 
th1s by the taxatiOn of necessanes for fiscal purposes. But excessive taxation 
of intoxicants. st!mulates illic~t distillation and smuggling, and a point will 
be reached at whiCh the tax Will cease to be productive. 

Q. 64.--,.The taxation of liquor and opium mid gania the main intoxicants 
in Assam, is, in my opinion, sufficient from the point of view of taxation. A 
furt!ter increase merel;v to r~ise revenue would be unfair to the particular 
sec·twns of the populatiOn winch consume those articles. If however the ta-xa­
tion be vie~,-ed as a det-:rrent to consumption, I am 'vPrv doubtful if ·such a 
measur~ WI~! .st~cce7d. wit~out a greatly _improved and expensive system for 
preventmg Ilhcit distillatiOn and smugghng. .·£ 
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Q. 65.-The variation in the price of country spirit throughout India 
,•eems unnecessarily large even allowing for varying local conditions, though 
.the evil results are not so marked, for obvious reasons, as in the case of opium. 

I am unable to say how far different provinces would accept a uniform 
rate for some st;md:i.rd quality to be fixed by the Government of India, it is 
a matter for enquiry. 

Q. 66.-The rate in Assam is Rs. 5 a gallon, While illicit distillation is, 
I believe, very common, especially amongst coolies in the gardens, I do not 
think small variations in Assam have affected the extent of such private pro­
duction. 

Q. 68.-I do not think any advantage from supplementary duties on for­
eign liquors, imposed by Local Government, would compensate for the dis­
udvantages of dual taxation. 

Q. 71.-Charasand bhang are not consu~ed here (Lakhimpur district, 
Assam). I do not know of any adequate reason for variation in the duty on 
ganja throughout India. The evasion of duty in this respect, when it occurs 
in Assam, takes the form, not of smuggling but of concealed cultivation. 

Q. 73.-In my experience, the system of vend fee by auction is not satis­
factory. The competition is intense and the auction almost unmanageable. 
A large number of traders offer the maximum prices acceptable and if per­
mitted, the bidding would far exceed the price at which the license can be 
expected to pay, but for illicit practices. The licensees are then selected 
with the aid of an Advisory Committee, and canvassing both of the Deputy 
Commissioner (however unavailing), and of the members of the Committee, 
takes ma.ny forms. 

Q. 75.-The variation in the duty on opium in different provinces of Tndia 
is a direct encouragement to smuggling. It is at present possible, and I do 
not think very difficult to send a seer of opium by post from the Central Pro­
vinces·to Burma, and to make a profit of nearly Rs. 120 by doing so. I believe 
that in this district alone (Lakhimpur) lakhs of rupees of such illicit profits 
have been made in recent years by the importation of opium chiefly from 
Indian States. Each province has presumably fixed the duty at the most 
suitable figure, with an eye to revenue and. reduction of consumption, and 
with due regard to local conditions. I think that if the Government of India 
were to fix a uniform duty for all provinces throughout India, the gain from 
Teduction in smuggling and better control, would outweigh the disadvantages. 

Q. 77.-I consider that more steps are necessary for the control of smug­
gling and that they should be taken by the consuming provinces. by the culti­
vating province and by the Government of India. Consuming provinces might 
improve their preventive or detective staff. The cultivating province should 
take further steps to prevent illicit sales from the factory or by cultivators, 
for experience shows that there are such illicit sales. The Government 01 

India, I suggest, might also arrange a uniform opium duty throughout British 
India and further endeavour by treaty or otherwise to bring Indian States 
into line. At present the illicit profits are shared by various classes includ­
ing hazar financiers and shopkeepers, license holders, Station Masters and 
clerks on the railway, boatmen and even by some persons whom it is customary 
to regard as above suspicion. 

Q. 78.-I would favour a tariff on a few representative articles in common 
use consistently with reaching all classes. This would reduce cost and diffi­
culties of administration and at the same time avoid unnecessary irritation. 

Q. 88.-Ad valorem duties are preferable where articles iii one class vary 
•onsiderably in value, e.g., the price of a motor car may vary between Rs. 1,500 
md Rs. 15,000. A specific duty would obviously be unsound in such a case, 
but would be suitable and conduce to easy collection in classes of commodities 
.vhere the variations within the classes are small. 

(,1. 89.-·I do n::t think that taxes on judicial proceedings can be justified 
on the ground that those who resort to law are better able to pay taxes. But 
some payments over and above the net visible cost to the State can, I th.;nk, 
be justified ,:,n other ~rrounds. Judicial services can 'be rendered only bv the 
:State, for to be of any value, the decisions and decrees must be enforceable. 
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and this is only possible because the State can command the ne_cessar,v force. 
Therefore individuals who so shape their affairs that they reqmre tlus Stat& 
aid or intervention, should bear not only the immediate or visible expenses 
of the judicial proceedings but also an additional share in the co8t of the 
power behind the State. 

Q. 90.--8tamp duties may theoretically be in restraint of trade, but in 
actual practice moderate duties of this kind. are not likely to have any advll,.~e 
effect on exchange and commerce generally. 

Q. 92.-Fees are charged on account of ferries, hats,, pounds, etc. There 
is an element of taxation in these fees because the recetpts are greater than 
the cost of maintenance, and the licenses, therefore, realize substantial sums 
in·auction. 

Q. 93.-There is some justification for the levy of r~gistration f~es in 
excess of the net visible cost, on the grounds that the servtee rendered IS not 
simply in the nature of a commercial transaction but is inseparable from the 
State and its organisation (see Q. 89). · 

Q. 95.-I would advocate the increase of older taxes in lieu of the enter­
tainments tax in India. It is unfair in its incidence and falls unduly on town 
dwellers. There is no more reason for such a tax than for a·tax on chocolates 
or on golf clubs and sports requirements generally. In principle, I cannot 
see "·hy the cinema should be taxed more than good books for the pleasure 
they give, and bad books for the harm they do-like intoxicants. 

Q. 96.-A tax is a payment to the State to defray the cost of services to. 
the population in general. Rent is a ·payment made for the use of land, as a 
means of production. In my opinion, Indian land revenue is not a tax, but 
a rent. I do not know of any cases in India in which such payments partak~ 
of the character of a tax. 

Q. 97.-In my experience, payment of land revenue does not affect the 
prosperity of the cultivator except of course in so far as it reduces his income 
by the small fraction paid as rent. In Assam ordinary cultiv"ators pay about 
8 per cent. of the produce in land revenue. ' 

Q. 98.-The land revenue assessment to some extent takes into account 
"ability to pay" so far as it is proportional to the area of land held, but it 
ignores that principle in so far as it is not levied on a graduated basis. 

The assessments do not lack the element of ce~tainty alleged, in so far. as 
my experience of Assam a·nd Bengal goes. It is true that the land revem:t.> 
regulations provide for an increment of land revenue atter a period of 20 years 
with a proviso that it should not. ordinarily exceed 33 per cent. of the existing­
revenue. Such increments are in practice only made after elaborate enquiries. 
by special officers on account of the altered level of prices of the produce or 
of similar considerations. Such changes when made can hardly be said t() 
conflict with the principle of certainty. The fluctuations are probably les.s. 
than in the case of income-tax, customs and excise duties. 

Th~ allegation. that the present system leads to niore official tyranny· ancl 
extortiOn than any other system, is in my· opinion without foundation--cer­
tainly in ~ssam. Du.ring three and half years' experience in Bengal I foun\f 
the extortiOn that tmght have been exerted was not official but on account 
of exactions ·hy zamindars in the shape of das'turi, salami, and' fines. The time 
of pa~·ment of revenue, in Assam at any rate has been fixed with due regard tO. 
the convenience of the cultivator .. · 

The expenses of collection in this district of Assam amount approximately 
to •3 per cent. of a revenue amounting to 12 lakhs. · ' 

Q. 99.-~emporary ~ettlements are based pa;tly on the level of prices, but; 
I do not thm~ that t~us act';lally lends w any mequality. There is always a. 
very substanttal margm left 1~1 favour of the cultivator. The price of his pro­
duce has more than doubled lll the last 20 years but his revenue will not be 
raised by more than 30 per cent. and will probably be less. · · · 

9· 100.-RuJ?ees 2,000 a year is certainly above the subsistence level in 
~ndta. Exemption from land rev.en~e '~here the income falls below a certain 
figure would lead to further fractlomsation of holdings. 
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The argument that incomes derived from agriculture should be exempt 
from tho payment of land revenue in the same way as in the case of income­
tax proceeds in my view froni a misunderstanding of the real facts. The 
e;remption ~il:I';it i~ the. case of income-tax is fixed with regard to the imposi­
tlOn of an rrrttatmg dtrect tax. Land revenue, on the other hand is a pay­
ment made to the whole population represented by the State, by a' section of 
it who use this instrument of pl:oduction limtted in amount and belonging ~0 
th_e State. The arguments used in favour of exemption of some cultivators 
mtght equally well be applied to those who use the railways. It might even 
be extended, and justify the grant of a subsidy to the poorest classes. · 

Q. 101.-I would not approve of a tax on mutations with a view to check­
ing fractionisation. It would hardly be effective unless it wete equal or nearly 
equal to the capitalised value of the gain to those who proposed to divide up 
their holdings as a means of avoiding the payment of a tax. 

Q. 102.-I can see no reason why waste land belonging to Government and 
brought under an irrigation scheme should become private property. A simi­
lar consideration would apply to land reclaimed in any other way, e.a:, by 
the construction of embankments. 

Q. 104.-The ·most useful comparison to make of the incidence of land 
revenue in different provinces would perhaps be according to method No. (5), 
wiz., by calculating what fraction of the produce is paid in land revenue. 

Q. 105.-In theory, -the State might reasonably take most of the excep • 
.;tonal· profits of a mine, i.e., difference between the profits of a particular 
mine and the worst mine which it just pays to work-the difference whioh 
gives ·rise -to the Ricardian theory of rent. In practice such an appropriation 
by the State would lead to uneconomic working and wasteful expenditure. I 
would therefore favour the levy of a tax on minerals by an adjustment of 
royalties as t4e most practicable method, and to a point at which enterprise 
in a highly speculative undertaking would not be discouraged. 

Q. 106.--,--I accept the broad principle stated here for the l!lvy of national 
and local taxes. 
. Q. 113.~There are good reasons for limiting a tax-levied by local authori­
ties in India. Such taxes can be manipulated in the interests of classes, the 
standard of administration judged by ability, impartiality, and disinterested 
public spirit is not yet sufficiently high to justify the unlimited powers of 
taxation enjoyed (and sometimes abused) by local bodies in England. This 
limitation in India does not generally compel recourse ·to other forms of taxa­
tion, so much as to limit the activities of a local body. Such res~riction is .01 
lesser evil than an unfair distribution of taxation on a considerable scale. 

Q. 114.-The limit of exemption from the house-tax in municipalities in 
Assam is not specified; but the Municipal Commissioners may remit such a 
tax in cases of hardship according to their discretion. · 

Q. 115.-I would rate municipal sites on periodic valuations and exempt 
improvements (such as buildings). 

Q. 117.~rauts-in-aid from general Governmental funds when giv~n to 
local authorities for "national" purposes should be earmarked for partwular 

·forms of expenditure so as not to be diverted to purely local purposes. Such 
subsidies might be based upon the population and the contribution made by 
that population to the general fund. 

Q • .118.-In my experience, there is a standard of efficiency maintained by 
local bodies in regard to primary education, and sanitation, and road main­
tenance sufficient to justify grants-in-aid by the State for such specific pur­
pnses. The attention to sanitation is Jess noticeable, but on the other hand, 
the amount of money available for this purpose is generally very small . 
. ·· Q. 119.-I am not in favour of t~e introduct~on of the new taxes suggested, 
as the incidence would be uncertam and unfair and would probably lead ·.o 
restraint of business and evasion. 
. . Q. 120.-(i) Thia proposal is the most ideal and mast scientific because ~t 

eonforms to the principles of ability to pay, equality (or fairness), convem­
ence of administration -and inexpensive collection. The objection, as pre-
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viously noted, is on account of evasion in some quarters, and the· ir_rit~t~~n of 
assessees giving rise, especially amongst the poor' classes, to a suspiCion of 
extortion. 

(ii) I would select, as already noted, income-tax on agricultural in~o~es, 
succession duties and taxes on such luxuries as motor cars and horses 1£ not 
already sufficiently taxed by customs duties. 

(iii) A tax on dowries seems fantastic, and it could easily he evaded. 

- (iv) ·A tax on advertisements and patent me~,i?ines could be ju~~i~ed in the 
same way as a tax on intoxicants. A tax on mcrement value 1s also re­
commended if adequate notice is given so as to avoid disappointment of expec­
tations especially of those who purchase on account of future value. I would 
also re~ommend the taxation of expensive luxuries which are clearly .a mea~ure 
of a man's ability to pay but I would not include houses, because m Ind1a !l 
wealthy man frequently ~ccupies a modest house. The taxatioll; of hous~s in 
municipalities often leads to remarkable results. For example, m the Dlbru­
garh Municipality there are <5,000 tax-payers in a population of 14,600. Out 
of a total collection of Rs. 42,400, a handful of Europeans contribute Rs. 4,566, 
a few Government buildings contribute over Rs. 7 ,000. Thus betwee?- a dozen 
and 20 buildings contribute over Rs. 12,000 out of Rs. 42,4<Kl rece1ved from 
3,000 tax-payers. The latter figure includes Jllany Indians of very substan­
tial means. In other municipalities Indians of wealth, by reason of the 
houses they occupy, contribute much smaller municipal taxes than others 
having only a fraction of their income. The house occupied is accordingly 
not _a good criterion of ability to pay. 

Q. 1:n.-I agree that from a fiscal point of view, tobacco is a very suitable 
commodity to tax. It is true the taxes raised in this way leave out of account. 
a large number of non-smokers on whom it would be difficult to impose a coun­
tervailing tax. 

Qs. 122 and 123.-Should tobacco be taxed, I think the simplest methodr 
having regard to the large area under cultivation in different parts of India, 
would be to tax the cultivator at the source on the basis. of acreage. In. 
Assam the collection and assessment of such a tax would be facilitat"d through. 
the Land Records Staff which exists. 

Q. 124.-It would be desirable to prescribe a minimum area of tobaeco cui~. 
tivation for any one individual, and be possible to do so through the Excise­
and Land Records Staff. At the present time the cultivation of opium in 
India is restricted in a similar manner. 

Q. 125.-Variation in fertility might be allowed for, by the introduction 
of a soil factor in each province or district or locality and could be corrected if 
neces~ary after experimental harvesting of the .crop. 

Q. 127.-The difficulties which now exist to prevent import from Indian 
States in the case of opium, would recur in ·the case of tobacco .. 

Q. 128.-I do not think it would be practicable to impose an acreage duty 
at the time of bringing of the leaf into bond. Much of the tobacco so grown 
would be locally consumed. 

Q. 129.-The cultivator should not be allowed to grow any for domesti1• 

purposes, as thi~ would lead to abuse and be a direct encouragement to large 
n:umbers of cultiVators who do not now grow tobacco, to take up its cultiva- · 
t10n. 

Q. 137.-The principles and considerations which have led to succession 
duties in England and in other countries are, I think equally applicable to 
India, though the administration would be more difficult. 

Q. 138.-Such taxes could be graduated in India according to the size of 
the estate and according to the degree of relationship of those who i~herit 
the P':operty. The oppor~unities in India for evasion are, however, greater 
than m European countnes on account of the greater prevalence of IJenam.' 
transactions and the existence of joint families. In the one case there woul,: 
be no defini~e succession and in. the other the amount of property passing i~ 
successors mtght be only a fractiOn of the &ctual estate. 
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Q. 141.-Whatever method might be adopted to meet the difficulties aris­
ing out of the joint family system, the fact would remain that at death only 
sma11 shares of any particular estate would come up for consideration and 
not the whole estate, as in England. 

Q. 148.-The plea urged by Sir James Stephen that a succession duty in 
India would operate unfairly under the joint family system would seem to be 
justified in special cases of businesses, but this would not apply to the case 
of zamindaris and properties consisting of houses and other buildings. 

Q. 14.4.-P!lyment of succession duties could be ei1forced apart fro1~1 peiilll 
measures, by invalidating transfers in the absence of a probate or succession 
certificate. The transfer of movable property, however (apart from stocks 
and shares) could seldom be detected. The valuation of other property could 
be made genera11y through .the executive officers of Government with prO­
visions for right of appeal similar to those existing in the Income Tax At:. 

Q. 145.-The existing machinery for the co11ection of income-tax might be 
-conveniently applied, with some extension perhaps, to the co11ection of suc­
cession duties. 

Q. 146.-The limit of exemption in the case of succession duties would be 
somewhat arbitrary and might be fixed at Rs. 1,000 for the value of the whole 
-estate. The limit should not, however, be fixed in practice on the basis of the 
shares inherited by individuals because of the ease with which fictitious su~ 
cessors could be introduced to divide the estate, and then to transfer their 
,;hares to the real inheritors. 

Q. 147.-The second, third and fourth principles stated here, appear to 
me to afford a sound theoretical basis for the division of Imperial and Provin­
cial taxes. 

Q. 1..!8.-The revenue of the Central Government is certainly dependent 
on the fluctuations of trade, particularly on account of varying receipts from 
customs, railways·and income-tax. 

Qs. 1..19 and 150.-I think that in the division of the proceeds of tax~s 
some distinction ought to be made in principle between commercial and agri­
cultural provinces as their needs and liabilities wi11 probably vary with their 
-contributions, whether the latter be collected by the Central Government or 
by the Local Government. For example, a commercial province will need 
more money for roads, hospitals and probably for education than an agricul­
tural province, even a11owing for differences in population. 

Q. 151.-In my opinion, land revenue should be provincial, because-­
(a) the system varies from province to province, 
(b) the Local Government should be given a direct interest in its admin­

istration and close supervision, 
(c) the development of cultivation frequently depends upon the mea­

sures taken by the Local Government for improving communica­
tions, irrigation, colonisation schemes, etc. 

Q. 152.-Taxes on exports and imports should undoubtedly the levied by 
the Imperial or Central Government whatever the a11ocation may subsequently 
be. 

Q. 158.-Whether the proceeds of an export duty should be allotted to ~ 
particular province seems to me to depend largely upon the real incidence of 
the tax, and this will depend in each case upon the particular commodity. 
For example, jute is practically a monopoly of the province of Bengal. The 
purchasers are to be found in India and abroad. It is generally supposed 
that an export duty in such a. case would fall on the purchaser abroad, as he 
would have to reimburse the producer for this additional cost, but even so 
there is a tendency, by restricting export, to lower the price for Indian con­
sumers, and to that extent the producer would lose part of his profit~. In 
oth~ words, an export duty is paid partly by Bengal and to that extent tnere 
is some reason why that particular province should get part of the export 
duty. The problem of relative incidence being an indeterminate one, any 
olivision of proceeds which might be made would have to be somewhat ar)Ji­
trary. The case of tea produced in Assam is rather different because its prict> 
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is regulated by the world market, large quantity being produced also in ot.her 
countries. An export duty on tea adds an element to the cost of production 
not unlike a small increase in the freight; so that an export duty on tea would 
appear to be paid by the producer so long as the profits are substantial. It 
may be noted however, that the incidence would be different if the industz:y 
were in such a state that tea gardens could only just pay their way. In such 
a case the export duty would tend to be paid by the consumer. Assumin~ 
that the province in which a particular commodity is produced paid the duty, 
there seems to be good reasol'\, on grounds of simple equity for the particular 
province to get the proceeds. So far as it may be found in any particular 
case that an export duty is partially paid by the foreign consumer, it is reason­
able l'or the Central Government to take the profits. 

Q. 15!,.-I am not in favour of complicating the system of taxation i.JY 
double levies. In answering the questions above on excis~ duties, I suggested 
the desirability, if at all practicable, of uniform duties throtigho~t India. 

Q. 155.-If tobacco were taxed, it would not perhaps be practicable to .trea~ 
it in the same way as opium because of the widespread cultivation that no• · 
exists in all provinces. The rate of taxation whether there be an acreage rate 
or a ievy in any other form, should .be adjusted, in the light of local soil and 
climatic conditions, so as to fall with equal weight in different localities. 
Otherwise it might operate as a protective duty in favour of a particular 
province. 

Q. 156.-Income-tax and succession duties should be centrally adminis!,ru;,.: 
for the reasons stated in this question. I think a division of the proceeds i1 
practicable for general purposes, in proportion to provincial ability to pay, 
on the anaiogy of the taxation of the individual, for the general purposes of 
the State. 

,Q. 157.-8imilar considerations would seem to apply to duties on t;fau .... 
act10ns levied by means of stamps, both judicial and non-judicial. 

Mr. Phillipson gave oral evidence as follows :-

The President. Q.-You say that an accurate estimate of the real incidence 
of taxation would require a statistical knowledge that is expressible with the 
accuracy of mathematical laws. I take it we have no such knowledge at 
present. 

A.-I don't think we have. 
Q.-You go on to suggest a division of the population into cultivators, 

lun~owners and landlords, agricultural labourers,, the clerical class, the pro­
fesslOna l class and others. Is not your class " others " rather wide? 

A.-It is; I qualify that in the following sentence. 
Q.-You have left ont the mill cooly, for instance; he is a non-agricultura1 labourer. 
A.-I would suggest an additional class for him. 
Q.-What about the petty shopkeeper? Isn't. he a class of Mahafan? 
A.-I did not intend my division to be exhaustive. 
~.-Can you .giv.e us figures for ~ny of the classes, so that we might have 

an td~a of theu mcome and the1r share of taxation? This morning we 
wer~ g1ven the report of the :\ssam Labour Enquiry Committee and told tllat 
the meome of tea garden coohes works out to Rs. 20 per family. 

A.-I think that is about correct in the case of tea gardens. 
Q.-That is about the income of the unskilled labourer? 
A.-Yes. 
Q.-Coulcl you help us to arrive at the incidence of taxation on him? If 

lw pays. f?r salt at 3 annas a year for. a family of four, the only othe'r t~x he· 
pays for 1s on cloth: HaYe you any 1dea as to what the tax on cloth would. 
come to for the famtly? 
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A.-He might spend Rs. 4 or Rs. 5 a year on cloth for himself; in the case 
of his wife, I suppose one might double it. . 

Dr. Paranjpye. Q.-The sari now costs much more than that. 

Tke Hon'ble Sardar Jogendra Singk. Q;-I think he would spend Rs. 50 
.a year on cloth. · 

A.-:-I think that is excessive. 
·,: 'Q.--4uestion No. 13; you suggest as a simple criterion of the profit that 

Government might take. the quotation of the shares on the Stock Exchange. 
Would you apply that to the recent agreement with the Railways? Govern· 
ment now take 1 per cent. of tbe profits and the· rest· goe,; back t<> the enter­
prise. Is that 1 per cent. 'taxation or notP It was suggested that the return 
from an ordinary railway share in England is about 1 per cent. more than 
the return ori Government paper and that therefore Government, as the owner 
of the Railway, is entitled to take the same return, as it would, if it had its 
money in a good. Railway concern. 

A.-t think that is the suggestio~ I made in my written statement. 
Q.-You would then say that the.1 ·per cent. taken is not taxation. 
A.-I say it is not taxation. 
Sir Percy Tkom.pson. Q.-Is there no initial difficulty about taking the 

Stock Exchange quotation? In most Government enterprises, for instance, 
irrigation or post office, you have not got a Stock Exchange quotation. 
. . A.-I am inclined. tO take each particular case on its merits. In the case 
of a mining company, I would say that a fair percentage on capital might be 
a good deal higher than in the case of a post office. · 

Tke President. Q.-In answer to question No. 29 you say that it has been 
held ·as an ideal that all should pay direct taxes as a stimulus to an interest in 
the State's activities. But do you think" that. ideal is attainable in the case 
'lf the poor? 

A.-I think it has been held as a-general principle; people sometimes say 
that we should make even the poorest pay a small direct tax, otherwise they 
:lo not know they are contributing anything to the cost of Gqvermnent. 

Q.-That is a modern political theory; do you think that would be appli­
cable to .Assam? 

A.-I doubt if it is a good practical policy, though theoretically some 
people justify it. 

Sir Percy Tkom.pson. Q.-You say you are not in favour of raising the 
present rates of income-tax, and you are not in favour .of a differentiation in 
earned and unearned incomes, so long as the present exemption limit is 
Rs. 2,000. 

A.-I only mean that, as a matter of practical policy, it is. not worth 
while to make too fine distinctions. 

Q.-Is it not ·a fact that if any allowances are ·to be made fo~ persons 
supported out of particular incomes it would be much more easy to do so in 
England, where. you have. chapter and verse for every marriage, while in 
India the enquiries might be objectionable? 

A.-Yes. 
Q.-I do not follow your answer to question No. 37. You say that you see 

no objection to the Super-tax and that individual shareholders can get a 
rebate if they are entitled to it, by declaring their income. 

A.-They can get a rebate if their tctal income entitles them to it. I 
think, as a matter of fact, an individual shareholder who has paid income-tax 
or super-tax at source can afterwards get the rebate. 

Q.----,It is so with income-tax, not super-tax. 
A.-I admit that I have not had an actual claim on account of super-tax. 
Q.-It is urged as an objection that it is a tax both on the rich and the 

poor. 
A..-Tbat is an objection from the ideal point of view. 
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·Q.-Every individual who is liable to an income-tax pays super-tax· o~ the 
dividend he gets from the companies, so that in. efi~ct · he P_ays th~ tax 
twice over, one from his own income and the other from· the mcome of the 
company. . 

A.-I agree; that slightly modifies what I have written here.· 
Q.-I gather that you are in favour of .the removal of the ·exemption -on 

incomes derived from agriculture. ·· 
A.-Yes. . . 
Q.-Would you qualify that at all and make it depende~t on th~ q~estion 

whether the yield from agricultural income would ~e suflic1ent to ·Justlfy· ·all 
the dislocation and the increased expenses of collect10n P 

A.-Yes; I would not tax agriculture if the revenue were incommensti!"ltte 
with the difficulty and cost of collection. · ... ' 

Q.-You say that tea companies would contribute about Rs. 45 to Rs. 50 
~a~ . . 

A.-That is my rough estimate in addition to what they pay now. 

The Hon'ble Sardm· Jogendra Singh. Q.-In the matter of tea, companies, 
how many years do they take to develop the tea ~arden P · · 

A.-I think it begins to pay at the e~td of six or seven years. 

Si1· Percy Thompson. Q.-Even if it took a hundred years; that woul<;l not 
be any ground for exempting it from income-tax, because you won't_ charge 
income-tax for the hundred years in which the company did· n?t make profits 
You would charge income-tax only from the time the company' begins to earn 
profits. · ··.c. :· · · 

A.-Exactly. Apart from tea.gardens I think.a substantial revenue woul<l 
be obtained in places like Goalpara and Sy1het where they have a permanent 
.settlement and a number of wealthy zamindars. · · 

Q.-How do you justify the charging of an additional" tax in the ·shape 
.ef income-tax on lands which are already heavily charged to .land revenue? · 

A.-I have disti11guished, I think, between a tax and lund revenue, I 
have taken the view that land revenue is merely a paym:ent for the use of 
tthe land. 

Q.-Yl'>n don't count it as being a burden at all? 
11.-That 1s the ·view I have taken. 
The Hon'ble Sardar Jogendm Sinah. Q.-Hav~ you gone into the ques­

tion of ownership.? 
A.-I do not see 'how that would affect the question. 
Q.-The theory of rent is based mainly on ownership. If .I own a house, 

I can realize the rent, 'if I do not own it, how can .I?. ·' .. .. . 
A.-Under the present.Income-tax Act, if a man .. owns a house- he has to 

pay on its annual value. . . ' ·. ·' · 
Q.-And the man who owns land has to pay a ~a:X.,_:.yo~ ~ay c~ll it l~nd 

revenue or a rental. · 
SiJ· Percy Thompson. Q.-Has there e~er in your knowledge been a time 

when. there existed pr~vate ·ownership of land which llll:S not bee11· subjel!ted 
to tlns rent cl1arge whiCh 1s called land revenue? .. 

A.-No; only certain lands which we call lakhiraj le.nds are exe~pt from 
the payment of land revenue. It is a very special case. 

The H01~'ble Sardar Jogendra Sinah. Q.-There was no land tax: ll'll 
feudal estates, which were provided for soldiers. 

Dr. Paranjpye.-The tax· was paid in the form of service. 
Sir Perc!/ Thompson. Q.-You do not think that the existeu'ce of char­

tered acc~untants in India 1tas done anything to check malpractices ·with 
.regard to lllaome-tax.? .. 

A.-Not in places where malpr.actices are most ~ommon, I thi~k. 
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... Q.-It is perfectly true, of course, that a company or· firm might not, 
disclose true facts to its auditor and a respectable auditor, if he lq1ew• this, 
would not net for a firm who are not giving the true facts. 

A.-Actual experience seems to show that they do so sometimes. 

Q.-I think, generally speaking, that in England a chartered acco.untant 
or an incorporated· accountant who knows that false figures are being pre­
sented to him for audit would not act for the firm . 

. . A.--Quite so. I think, as a general rule, that the accountancy can be 
relied on. When I said that the accountancy pr'ofession does not help to stop 
evasion, I was thinking mainly of bazaar dealers and shopkeepers, because-
they do not have their accounts audited. · • " 

-- Dr. Paranjpye. Q.-In those cases you only guess their profits. 
A.-It is largely a guess. 
Sir Perc11 Thom.pson. Q.--Can you make any suggestion for improving 

the administration? Under the new system by which income-tax is a separate­
branch, things have improved a good deal. 

A.-Yes. 
Q .-I~ there not still ·a shortage of staff? 
A.-I think there is in some districts. 
Q.-Would it pay if you could put in more skilled men? 
A.-I'think very likely it would. As a matter of fact I have in my district. 

an Income-tax Officer whose servic~s have been asked for to be lent to all 
adjoining district. 

Q .--Can you afford to lend his services? 
A.-He has done most of the investigations and we have come to a kind of 

stationary state, so that his work in my own district is less than at the begin­
ning. I think there is still scope for increasing the staff. 

Q.-Yon say that your experience of the provisions about double income~ 
tax is that they are working satisfactorily, but that it is believed that incomes 
derived from outside India and remitted to India, often escape taxation. How 
is the latter statement connected with the former P • 

.4 .. -I do not think it has au important connection. 
Q.-If a man gets an income from outside India, say, from England, he 

has really no inducement not to disclose it to the Indian authorities, because, 
lie pays Indian income-tax on it. 

A.-Yes. 
Dr. Paranjpye. Q.-But he probably escapes English income-tax. 
Si1· Pe"C"cy Thompson. Q.-He is chargeable with British income-tax. 1f 

he pays both British income-tax and Indian income-tax, the British authori­
ties would repay him the Indian income-tax. 

A.-I do not want to defend that statement; it has no connection with the­
particular question under discussion. 

Q.-You say that the assessment on previous· year's income in India is far 
preferable to an assessment on a three years' average. If you have your 
accounts year by year for three years, for the future you would only want 
one year's accounts. Where is the difficulty in assessing on three years'' 
average? 

A.-We would have to keep the records. I have had many cases of appeals 
from the decisions of the Income-tax Officer and I found it exceedingly difficult 
to get any reliable accounts from big shopkeepers in the hazar. It would, 
therefore, be more difficult to rely on three years' accounts. 

Q.-Isn't one of your difficulties this: if a man makes a loss, -he never 
gets time to wipe it off in' the three years' average, because the loss would 
!le three times what it would be if he carried it forward; whereas if the 
""sessment is on the previous year's income, if he makes a loss one year, 
loe is assessed on nothing the next year. 
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A.-Yes that would be so, perhips, theoretically, but if-he shows any 
reasonable grounds for more lenient assessment, I think he would get some 
concession, if he showed a loss in the previot1s year. 

Q.-Do you think it is desirable to have a specific pro~ision that l?s~es 
might be carried forward, say, for one or two years, or would 1t create admnus­
trative difficulties? 

A. --l mn not quite sure of this point. I do not see why a man should 
not be nllowed to produce evidence that he made a loss the year before, and 
I am sure that in actual practice an officer would certainly take this into. 
account when he hears an appeal. 

The President. Q.-You make a rather interesting remark that a tax on 
necessaries would have the effect of increasing the amount of work rather than 
·of reducing the standard of living. Can you give us any actual instances? 

A.-It is well-known that in the coal mines of Bengal and on the. tea 
:gardens of Assam the immediate effect of increasing wages is the reduction 
in the amount of work. 

Q.-I see that you do not anticipate the introduction of prohibition in the 
near future. 

A.-As a matter of fact, the chief consumers of liquor in Assam are the 
coolies in tea gardens. In my own district, they number about a quarter of 
a million out of a population of nearly half a million, and I believe distillation 
in tea gardens is extremely common at the present moment. 

Q.-Can you not put it down? 
A .-Occasionally one makes an attempt, but I thin']r it still goes on. 
Q.--can't you enforce responsibility on the Manager? 
A.-He is very willing to help when it becomes a distinct evil, but I don't 

think the Manager minds distillation in the lines to a moderate extent. 

Q.-Is he liable for prosecution if distillation occurs on his land? 
A.-I do not think so. 
•Q .-Is there not a provisioi1 to that effect in the Excise Acts? 
A.-I have never heard of it. 
Q.-Most of the Acts provide for responsibility on the landholder. 
A.-I know there is a provision for landowners being made liable for dis­

turbances on land. 
Q.-You think the taxation of liquor and opium and oanja is sufficient from 

;the point of view of taxation; would you like to see a uniform excise duty 
aevied? . . 

A.-If possible. 
Q .-It is not possible to do so in the case of liquor ; you have the rate 11ot 

Rs. 5 a gallon, in some other provinces the rate runs up to Rs. 20. 

A.-It is more difficult and also less necessary in the case of liquor, 

Q.--could you not increase the excise duty and reduce the vend fee? We 
:are now taking large sums in the ·shape of vend fees. 

A.-I am not sure how that will meet the difficulty. 

Q.-!s'nt the accepted policy that the excise duty should bear a larger 
propor~10n of ~he two_ and you ~hould, if you can, reduce the vend fee to 

o;;omethmg nomH!al. You are domg that indirectly, I believE', by regulatin . 
your vend fee with reference to sales, g 

A.-Yes. 

Q.-Instead of making the vend fee dependent on sales, vhy not put it 
.on at the distillery? 

A.-I think it might be a useful thing to do, 

Q.-Meanwhile you very stron~ly con~emn the system of auctions and 
you do not seem to see much good 1n selection of ''rensees. 
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A.-I do not profess to be able to ·say how a perfect &ystem might be-
devised. 

Q.-Have you thought of the system of sliding scale prevalent in Bengali'· 
A.-I do not know what it is. 
Q.-According to the Bengal system licensees are selected and allowed tOo 

seli, but they pay duty on a sliding scale according to the quantity sold. The­
higher the amount sold the less the profit. Supposing you pay a Rs. 5 
excise duty and Re. 1 vend fee on the first 100 gallons, it would he Rc. 1..S. 
vend fee on the next 100 gallons, Re. 1-12 on the next 100 gallons and so on. 
The profits would be diminishing as the sales increase. · 

A.-I do not know how that system is worked, but I think the difficulty in 
Assam, chiefly as regards opium, is the number of illicit practices that take 
place. At present people are willing.to bid at auctions up to an amount which. 
would leave them no profi~ at all. It is obvious that they are reimbursing 
themselves by some illegal means. 

The President.-In Madras, for instance, we had what we call the shop 
valuation register for many years; and if you look through that you will find 
that the shopkeepers would just balance their accounts, The policy that 
has been adopted there, has been to control and break him whenever yo11 
cateh him. 

A.-That is the policy we adopt here. 
Q.-You actually refund if they overbid? 
A.-We fix the maximum bid.· 
Q.-That is a negat.ion of the whole auction system. 
A.-In actual practi~, it isnot really auction. We had sales in my head­

c::uarters the other day. 'About 50 or 60 people offered the maximum figure­
and it simply came to a question of selection. We eliminated first of all 
those against whom we had any bad record, i.e.; one who had been convicted 
~00~ . 

Q.---'W1y do you allow such persons to bid? 
.i.-We do not allow them, but occasionally the names slip in unnoticed. 
Q.-What is the final process of selection? 
A.-It is a case of selection of the most suitable men from a long list. 
Sir Percy Thompson.-Would you not give preference to the man who had 

been doing good work in the previous years? 
A.-Yes; generally speaking, I would. The lottery system is not sanc­

tioned by Government. I adopted it in the case of country spirit shops in 
exceptional circumstances. There was such an amount of canvassing that I 
thought this was the best way to show absolute impartiality, and that canvass­
ing would be of no avail. There were endless recommendations and impor­
tunate interviewers at my bungalow. I thought I would adopt this lottery 
system of selection so that it might not be said that I had been influenced by 
recomm.endations. It was an experiment I have not made before. 

Q.-Is it not a selection from among the people who are out to make the­
most they can ? 

A.-It is not an ideal method; but I do not know of any better method. 

Q.-Why should you not break the .fellow who breaks the law? Or try the­
Bengal way. 
· A.-In actual practice we find that if a man is allowed to overbid, it is a 
direct inducement to illegal practices. 

Q.-Then catch him and break him. 
A.-It is a question of a choice of evils. 
Q.-You think that the Government ought to fix a uniform duty on opium? 
A.-Yes; if it is practicable. 
~).-Have you got to the state of registering the consumer and the quantity 

he is allowed to take and the price at which it is to be sold? You simply 
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have to deal 'out pills of opium to specified persons in specified quantities to-
be sold at fixed prices. · 

·A.-That has been suggested; but it is said they have found it dilficult t.o­
make these pills. 

Q -We went into the opium factory and we found there was no difficulty­
what~ver if the Local Governments were prepared to adopt that method. 
These pills may be sent to dispensaries and the registered consumers may­
attend the dispensaries and take them. 

A.-That idea app<Jals to me'; but I do not know what the difficulties are­
in the way of its adoption. 

Q -About smu~~ling you say " The cultivating province should take­
further steps to pr:vent fnicit sales from the factory or by cultivators." But. 
the cultivating province has no interest in that. Since the Government of' 
India ~row the opium, each province is only interested in preventing· 
smugghng into its own area. The opium may be sent from Malwa through­
the Central Provinces down to Bengal and the Central Provinces may say " we­
do not concern ourselves with the through traffic; it does not affect our reve­
nue." 

A.-I cannot see in what other way it can be done except through the­
Government of India. 

Q.-Now coming to taxes on transactions, you have taken. rather a new 
point. You say " individuals who so shape their affairs that they require­
this State aid or intervention, should bear not only the immediate or visible 
expenses of the judicial proceedings but also an additional share in the cost 
of the power behind the State." You do not agree with Bentham? 

A.-I have given my reasons. In my view the value of a legal decision 
depends partly upon the fact that it is a decision supported by the State. 

Q.-You say "fees are charged on account of ferries, hats, pounds, etc." 
Are not those all cases in which the fee ought to cover the cost of the service­
and no more? Is it legitimate, because a man has to cross a river or sell his. 
goods in a market, that you should make a profit on it? 

A.-I do not think it is quite fair, on general principles; but it happens: 
to be convenient, 'and local bodies can make an income out of it. 

Q.-It would be legitimate if the local bodies build markets and provide 
other conveniences and then levy the tax. · . 

A.-Yes; I think so. I was merely stating a fact, with regard to ferries 
and hats, and not attempting to justify those ·levies. . . ,. 

Q.-With regard to question No. 95, you do not have an entertainments tax~ 
Suppose the proceeds are handed over to towns; will that mitigate your-
objections? . • 

A.-I simply mean that it is taxing a particular class. From a theoretical< 
point of view, it is not quite fair; but from a practical point of view I think 
it is a most convenient tax to levy. ' · 

Q.-Would you advocate making over the proceeds to the local body which 
is to bear the cost of roads, lighting and so forth? 

A.-I am not quite sure about that point. I think part of it ought to go­
to them. 

The Hon'b!e B_ardar Jogendra Singh. Q.-Would you say that th'.l el~. 
ment of taxatwn 1s altogether absent from the land revenue? 

A.-I think so. 
Q.-How? There is compulsion . 
. 4..-It is also .compulsory to pay railway fares, but a railway fare is not a.. 

tax. 
Q.-Any other distinction you draw in the matter of land revenue? 
A.-I take land revenue to be simply a payment for the use of the land. 
Q.-That implies that the ownership is there. 
A.-I do not see quite how ownership affects the question. 
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Q.-If there is no ownership of the State, then there is no rent . 

.4 .• --'-Do you mean that if the State does not own the land, then the payment 
1s not> a payment of rent, but the payment of tax? 

Q.-You have the definition of tax given· in the questionnaire. The only 
way which you call land re.-enue a rent is: the State has gi\·en you a pro­
perty from which you derive a benefit and out of the surplus you earn you 
pay a certain proportion to the State; that is the rent. If that element is 
missing, that is, the element of hiring out or gi.-ing the use of the land then 
it becomes a tax. If you tax income from the land as you tax any' other 
income and the element of proprietorship is missing, then it comes to the 
same level as any other tax. Would it not? 

A.-I am afraid I cannot follow. 
Sir Percy Thompson. Q.-Does it really come to this: that the State, 

~·hether or not it is the owner of the land, whether rightly or wrongly-if 
nghtly as landlord, if wrongly as usurper of the land-does charge the man 
who cultivates the land rent for the right to cultivate? 

A.-Yes. 
Q.-And that rent is something less than the economic surplus and doe; 

not touch wages or profits on capital and therefore bears every resemblance to 
the ordinary sense of rent in which it is charged by an individual? 

A.-I say that part of the surplus taken as rent is not a tax. 
Q.-My suggestion is that the State "can charge anything it pleases and 

what it does is to do what a landlord does-charge rent. 

A.-My answer applies either to India or to England. In England you 
have not got the State ownership of land, generally speaking. 

The Hon'ble Sardar .Jogendra singh. Q.-Tbere is no land revenue there. 
A.-In England land is paid for, and the payment is called rent. In 

India the State happens to take that particular thing, and calls it revenue. 
Q.-After all, tax and land revenue are.botb tribute exacted by the State. 

Now take another view. Suppose you purchase land for one lakh of rupees. 
On that you pay land revenue. You invest another lakh of ·rupees in shares 
and you get an income and you pay income-tax on that income. Both are 
investments. Both are taxed. One is called land revenue and the other 
income-tax. Why should you call the one land re;enue and the other income­
tax? 

A.-I presume the man who chooses to invest his money in land will take 
into account the land revenue that be bas to pay. 

Tlte President. Q.-In your answer to question No. 98 you say that there 
is a proviso that the increments should not ordinarily exceed 33 per cent of the 
existing revenue. Where do you find it? 

A.-In the Assam Land Revenue Manual. 
Q.-It has not been reduced to statute yet? 
A.~Not yet; but I think they are considering it. It is very likely to come 

~ut in statutory form in a year or two. 
Q.-You say that the cost of collection is 5 per cent. How do you arrive 

at that? 
A.-The land revenue is collected in Assam through Mauzadars. The 

district is divided into mauzas and the Mauzadars get a commi&.Jion on the 
actual collection; and working out that commission it comes to about 5 per 
cent in my district where the land re>enue collected is about 12 lakhs a year. 

Q.-Does it include charges for the village staff, the Settlement staff, the 
Deputy Commissioner, the Commissioner, the Treasury, etc.? 

A.-I think that the 5 per cent does not include these charges. I ha<l 
figures collected in my office. I will verify the figure. The 5 per cent does 
not include Settlement staff, etc. These additional charges might be 1 or 2 
per cent of the land revenue collected. 
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Q.-You "would not approve of a tax on mu~ations wi~h a view t~ 
checking fractionisation. It would hardly be effecttve unless It were equal 
or nearly equal to the capitalised value Qf the gain to those who proposed to 
divide 'lJ? their holdings as a means of avoiding the payment of a tax." 

A.-Tax on mutations would have to be rather high to prev~nt fractionis~­
tion · and the man who i·1·going to be taxed would then consider whether It 
would be worth his while to divide up his holding. 

Q.-But suppose there is no question of the exemption of agricultural 
incomes below a certain figure. Would not a tax on mutations tend to checl~ 
the undesirable breaking up of holdings? 

A.-It would have to be rather a high tax. That is my only point. 

Q.-As regards comparison between provinces yo)! say that the best 
method is No. 5, that is, by calculating what fraction of the produce is paid 
in land revenue. Would that be net produce or gross produce? 

A.-I think that is gross produce. 
The Hon'ble Sardar Jogendra Singh. Q.-What proportion· does it bear in, 

your district? 
A.-I have not got the exact figure here; but I think it is 8 per cent. · 
The President. Q.-But would not the cost of c-ultivation vary largely from 

province to province~ 
A.-I think it would. · 
Q.-'So that a comparison based on gross produce would be fallacious; 

would not net produce be better? 
A.-Yes; I think it would be more useful. 
Q.-You say with regard to mines, "In theory, the State might reason­

ably take most of the exceptional profits of a mine, i.e., the difference between 
the profits of a .particular mine and tho worst mine whitlh it just pays to 
work." You are spe!lking of a mine that belongs to the State? 

A . .:.Yes. 
Q.-Then you say " In practice such an appropriation by the State would 

lead to uneconomic working and wasteful expenditure. I would, therefore, 
favour the levy of a tax on minerals by an adjustment of royalties as the most 
practicable method, and to a point at which enterprise in a highly speculative 
undertaking would not be discouraged." The difficulty about that is that it 
is fixed by the Secretary of State. ' 

.4.-I thought that it was the Government of India; I am not sure. 
Q.-The present rates on royalties; are they higl'i enough? Do they come 

near to the point you suggest? 
A.-I think they might be increased without discouraging mining. In 

Assam thE! matter has been considered recently and the difficulty has pre• 
sented itself that the royalties cannot be altered without the sanction of the 
Government of India; and on that account they have considered alternative 
methods. There was the suggestion in Burma of auctioning or demanding a 
premium for prospecting licenses or .for working a particular minii. That. 
suggestion has been considered. 

Q.-You are already taking a royalty? 
A.-Yes. 
Q.-And the Government of India take an excise duty? 
,1,-Yes. 
Q.-And now you would take premium? 
A.-I say this suggestion has been made for working a new concession: I 

am not sure that I agree. , 
Q.-You would take a' premium for prospecting? 

A.-Tha~ ha~ been sugge_sted. I am not quite sure whether I should do it. 
I do not thmk It worth wlule to alter the rules. What I suggQIIt is a simple 
and practicable method by alteration of royalty. -
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(!.-Does not the market price of the oil Buctuate very muehP 
A.-It does Buctuate. 
Q.-Would that not create a difficulty in your taking fixed royalty? 
A.-The royalty may be fixed on a ~liding scale. 

· Q.-That will become -a tax_on profits.. I~ it l>racticable to regulate royaltyP 

A.-I think it is, because tbe actual royalty at the present time is a very 
!Small fraction. I do not think it . is more than five per cent of the selling 
'Value of the crude -oi~. 

Q.-Does that 'comply with your theory of rent? 
A.-I do not wisb to suggest tbat taxation should in practice be based 

~upon a theory of rent. 
Q.-Will it not discourage speculative enterprise? 
A.-Not if royalty is only a moderate part of the selling value. 
Q.-You would aim at a fair payment .for their risk and a fair profit for 

!'their enterprise and take the rest as royalty .. You don't think that would 
ne like taking a share of the profit? 

A.-. -It might, I think, amount to the same thing. 
· Q.-You say there are good reasons for limiting a tax levied by local 

.authorities in India. Is it not generally complained in India that local bodies 
•don 't levy enough taxation? 

A . ...:....I do not know, if it is a ·general complaint. There are many in Assam 
·who would favour a heavier tax on bahalf of Local Boards . 

• Q.-We were told this morning that unless the local authorities did levy 
=ore tax in Assam the essential services will be starved. The only· alterna­
rtive to that was a -larger contribution from the province. 

A.-I think there ·is scope·in Assam for levy of more "tRxation than Local 
'Boards raise just now. · - . • 

Q.-In England there is no limit to the rate on annual value which the 
'local authority can impose. It has gone up to 24 shillings in the pound. 

A.-'-I would impose a liniit in India; but the limit has not -yet been 
>reached. That is my point. 

·sir Percy Thompson. Q.-The local cess, for instance, should be raised from 
""One anna to an anna and a quarter. 

A.-It has been suggested by Local Boards. 
Q.-:-cAt any rate you .will·giv.e more latitude than they have at present. 
A .-'-A. little more. 

Q.-Do you mean to say that 'house property is being now let off without 
:tax? . . 

Jt;.:C...That is ·I think what 'happens now to some extent in municipalities. 
The widow who has no particular means of subsistence is usually let off. 
i13ut th91'e is p.o defini.te ,provision Of exemption in the Municipal Act on 
..account· of the smnll value of a nouse. • 

Q.-If a man is well off the fact that the aBnual value was something quite 
rridiculously small would not help him for exemption. 

A.-He will be assessed by the municipality on the small value . of the 
•house. 

Q.-The mere fact that the value of .the house is small would not exempt 
·aim. 

A.-No. But ·he wotila pay a very small tax owing to the small value of 
·-the house . 

. · Q.-In the Central Provinces houses ef the annual valne of six rupees or les.~ 
,are not charged at all. 

ii.-! do not.remember such a provisian in As~am: 
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The President. Q.-You say you would rate municipal sites· on' ·Js~riodic 
nluations and exempt improvements. That do~s not mean that you w~uld · 
exempt buildings from bouse tax. You are talkmg solely of land. . . 

A.-I was thinking of sites. I would not increase the value of the s1te 
merely because a man puts up a nice building on the land·. 

Q.-You think ~he tax on land should be quite independent of the house. 
A.-Yes. · 
Q.-Would you make grants an instrument of .control ov.er local bodi~s?. 

Will you withhold grants unless a sufficient standard of effimency was mam. 
tained? · . 

A.-If Government now makes a grant to a Local Board for education 
they specify that it shall be used for. education and. nothing .else. If they 
don't do that we might find these partwular grants m1xed. up w1tb .the rest of 
the income and used for communications, or for other purposes. 

· Q.-But further than ear-marking would you use grants as instruments. 
of control? Would you insist that a certain minimum standard of efficiency 
must be maintained to deserve the grant? 

A.-I tbink in actual practice that is done now. It is implied Govern­
ment would not grant. p,ny aid if the Local Board misused the money in. any 
way. I think that in the case of extrenie inefficiency, superseding the muni•. 
cipality would be the only step. The local body could be handed over 
to the' Deputy Commissioner. In some parts of India they have superseded 
municipalities. I do not think it has happened in Assam. 

Q.·-You recommend a tax on "increment value. Is it workable? 
A.-I was about to say, "if practicable." That would involve periodical 

valuation and I think I. have suggested that adequate notice should be given. 
Q.-You propose to tax tobacco on the basis of acreage. Have you studied 

the figures we give for the provinces of India? 
A.-I examined them. Each province should know from its land records 

the acreage under each crop. In Assam we would know fairly accurately even 
if we had large areas under tobacco because we have a well organised land 
records staff who are closely in touch with the land. The whole land is par­
celled out and either the Sub-Deputy Collector or his Assistant knows each: 
plot. I do not say our inforlnation would always be accurate. But we have· 
the means of making a list; · · · . , 

Q.-It bas been brought to· our ·notice that you could not impose that ·oil' 
the tenant because he is already paying a full rent for his land. . . 

· A.-I do not know the legal aspect of it. I suppose it· might be done by-
1egislation. 
. Q.-Y~u suggest. that· variation in fertility might .be allowed for. by the 
mtroduct10n of a so1l factor. We were told that the variation is 100 per ·ce]lt 
There is variation in, different seasons. ' · 
. A.-I think the method would be oniy very approximate and I do not claim: 
1t would be very accurate at all. .· .. 

Q.-:-The meth~d adopted is to take an area, and lease the monopoly of 
vend m that. L1eense the traders and exporters. Impose strict limit on 
private poss~ssion a?d require the cultivator to sell at a fixed rate either to 
the monopohst <?f h1s .area or of another !'rea .or· the exporter or the manu. 
facturer. Certam Ind1an States are working like that The monopolist wh 
got the privilege would get all in his area. · . 0 

A.-I cannot say if it will work very easily in Assam. It might. 

Q.-~Vitb r~Jgar~ t? the _d_ivision of proceeds you say it is practicable in 
propm:t10n to provmmal ahi!tty to pay. You don't think t.bat taxation for 
lmpel'lnl purposes should be unposed at the same rates in all provinces. 

A.-Each province nmy contrib:utes, I suppose, n certain amount for t.he 
expenses of the Governme~t o! Ind.'~· I suggest that this contribution shon-:..: 
lbe regulated by the prov1nce s abil1ty to pay as measured by its po 1 L' 
::.nd resources. pu a~<>c 
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Q.-At present you ha>e separation of sour-ces as custolllR, salt, etc. You 
would not say that one prorince should pay higher income-tax. 

A.-I do not. mean that. 
Q._-By your reference to the ability to pay you are introducing an in­

equality. 
A.~I do not mean that quite. What was in my mind is this. We spend 

a. certam amount ?f money on the army. The wealthy and commercial pro­
vm~ sho~d contribute to th.e cost of the a~y a larger amount according. 
to Its ability as compared With another pronnce which derived its income 
from agriculture alone. It should not be on the oasis oi population alone. 

Q.-ls it not brought about at present by giring to the Government of 
India income-tax which is assessed on the ability to pay? 

A.-Very largely. 
Q.-You don't suggest anything like the Meston Committee as to what. 

each province can afford to pay. 
A.-I was answering a question as to the general principle that might be 

followed. I was not making any reference to the gystem in actual force. The­
present system is in fact largely based on ability like income-tax. 

Q.--So you are not suggesting that we should tax one province in pre­
ference to another. 

A.-I do not suggest that at all. 

Written memoranda of witnesses notexamined orally. 

Written' memorandum of Lieutenant-Colonel W. D. SMILES, C.I.E.,. 
D.S.O., M.L.C., Sepon Tea Estate, Moran P. 0., Assam. 

Q . .40.-I am not in fa>our of reducing the limit Rs. 2,000 of exemption 
from income-tax. If the limit is reduced, I consider, it would press hardly 
on the Indian middle class who at present find it difficult to get suitable em· 
ployment and to bring up their families decently. 

Q • .41.-I consider income-tax in India is at present a tax on honesty. My 
personal opinion is that the large Marwari shopkeepers in Assam are not 
always paying their fair proportion. The super tax levied on large com­
panies, I consider, unjustly penalises the small investors. The number of 
small comparati>ely poor investors in such companies . often run into 
hundreds. These people ha>e to pay the super tax, whereas a small company 
whose shares are privat~ly held by six or se>en wealthy people escapes. The­
red tape and difficulty of getting rebates afterwards are such that little­
advantage is taken of them and they are of little or no benefit to the smaU· 
investor. 

Q. 111.-I consider there is justificatjon for the maintenance of tolls in 
Assam. As far as this province is concerned no toll should be established 
on any road unless it is pucca for at least ten miles on both sides of the toll­
gate. The minimum distance between toll-gates should be ten miles. The 
money realised should be expended as much as possible upon the road which 
contributed it. 

Q. 111.-I consider that grants-in-aid from general Government funds 
should be earmarked for particular forms of expenditure, and not be an uncon­
ditional contribution in general aid of local finances. The basis for calculation 
should be the amount of the contribution in money direct or indirect of the 
province or industry concerned and the needs of the prorince or industry. 

Q. 118.-I consider that the Go>ernment proriding the grant earmarked 
for a particular purpose should retain sufficient rontrol to ensure that the 
money is spent efficiently on that particular sanctioned purpose only. If 
the whole grant-in-aid has not been spent in any particular financial year~ 
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>the balance remaining should again be carried forward to the neJ<.-t financ~aJ 
year and credited to the account of the sanctioned purpos~ only. T~e ram­
iall of this province is so distrib?-ted that efficient road makt,n~ work ts usual­
ly only possible for six months m the year, consequently ortgtna~ work often 
-takes longer to complete than in other provinces. . 

Q. 15/J.-I would accept the above reasoning in countries of the size of 
Denmark or the Irish Free State, but I do not accept this reasoning when 
:applied to a country of the size of the Indian empire and whose industries, 
climate and needs are so varied. Bitter experience has taught us in Assam 
that the Central Government has imposed the export duty on tea as a war 
•emergency measure only. Seven years after the Armistice we find the tea 
industry of Assam still paying the export duty and the legitimate needs of 
-the industry for better communications disregarded. 

Q. 158.-When export duties are levied on goods which can be identified 
as the produce of a particular province the ruling should be definite that 
"the money realised should be allotted to the province concerned. The export 
·duty on jute, however, cannot be considered as on the same basis as the export 
·duty on tea. Jute can either be exported raw or as a manufactured article 
and any imposition on the export of raw jute is of advantage to the spinning 
:and weaving industry, in Bengal. Jute also is practically a monopoly of 
Bengal and is not gr0wn commercially outside -North East India. Tea on 

-the other hand can only be exported in a condition ready for use and the 
oexport duty is not of advantage to any manufacturing community here. Far 
irom being a monopoly of India the keenest competition has to be faced in 
;the markets of the world from Java, Sumatra, China, etc, I consider 
•income-tax a much fairer proposition than an export duty. 

'Written memorandum of Rai Bahadur RAMANl MOHON DAS, . 
Retired District Magistrate, Sylhet. 

Q. 18.-I should think so. 
Q. 19.-In considering the general incidence of taxation, taxes imposecl 

!!olely for expenditure on the needs of particular localities should be separately 
-11hown for such locality. They should be excluded from the general incidence 
•Of taxation. · 

Q. 20.-(a) Yes. 
(b) Tax on the annual value of holdings or on the income of persons residing 

~r owning property within the locality should/, J think, be. treated as taxation 
for the general purposes of the local body. Taxes on ammals, carriages and 
carts may be included in this category. 

(c) Latrine-rates, water-rates and lighting-rates should be put into a 
separate class. They are not taxes at all, but rates le,•it>d for services 
:rendered. 

Q. 21.-Yes. 
Q. 22.-Taxes. on lu~uries lll!'Y be regarded as volu.ntary to a very great 

'tndent. If I des1re to mdulge m them, I must pay the tax, otherwise not. 
A no_n-smok~r may not pay the tax on tobacco. One who does not care for 
a swtft ~ehtcl~, 1~eed .not pay the tax on motor vehicles. Similar remarks 

:apply to mtoxtcatmg ltquors and drugs. 
. Q •. 28:-I d'? not ngt:ee. w.ith the statement quoted. Both tobacco and 
mto:K;watmg drmks are tn)ur.tous to health. The use of tobacco should be 
restrwted to ~d'!lt~, and of hquors and of drugs, prohibited on the ground 
tbnt they are lllJUrtous to the health and welfare of a nation. 

Q. 124.-A tax on entertainments, although a voluntary tax is also a 
ta~ on the necessaries and amenitill!' of life. I would not co~sider it a 

·':'oluntary tax. As regards tax on ratlway tickets, I think it may be consi 
.dered a payment for the safety ensured by the State. 
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Q. 25.-No. Although the Koran prohibits intoxicating drink many 
Moslems drink a lot. So Moslems, as a class, cannot be exempted. ' 

Q. 27.-All. except ascetics and mendicants who have no fixed place of 
abode should be taxed. 

Q. 28.-Yes. 
Q. 29.-Direct tax. 
Q. 80.-A poll tax will be ~ery unpopular in this country. I would not 

recommend it. 
Q. 81.-I have no experience of any of these taxes, except the chowkidari 

tax which is unpopular, chiefly because the people derive no visible benefit 
.by the employment of a chowkidar in their village. 

· Q. 32.-I consider them more objectionable than the salt tax, the customs 
or excise duties on cotton, kerosine oil, or matches. 

Q. 88.-Yes, on companies and unearned incomes. 
Q . . 34.-I would advocate a division into earned and unearned income. 

The percentage should be higher in the case of the latter. 
Q. 35.-Yes. 
Q. 86.-Quite practicable. The assessee may be required to mention the 

fact in his return of income. · 
Q. 87.-I would advocate the retention of the profits tax in its present 

form. 
Q. 88.-Taxation on agricultural income cannot be thought of in Bengal, 

as well as in permanently-settled districts like Sylhet, as such a taxation 
would be considered a breach of faith regarding the terms of the Permanent 
Settlement. 

Q. 39.-I am unable to form an estimate. 
Q. 40.-I would not reduce the limit, as it is likely to entail hardship on 

account of the joint family syst€m in this country. · 
Q. 41.-The evil has been mitigated to some extent but not removed. 
Q. 4;2.-Yes. 
Q. 48.-Yes, it would reduce frauds but would raise a tremendous oppo-

sition from the public and the press. 
Q. 44-~Yes. 
Q. ,&5.-Yes. 
Q. 46.-Yes. 
Q. 47.-Yes. 
Q. 51.-Yes. 
Q. 52.-Yes. 
Q. 58.-The rate is moderate and fair considering the state of poverty in 

thE' country. 
Q. 5,&.-I think Government should sell at cost price. 
Q. 55.-Yes. 
Q. 56.-Yes. 
Q. 57.-I think sifting should be prohibited, if it is practised solely for the 

purpose of increasing the trader's profits. 
Q. 58.-Yes. 

Q. 59.-Yes. 
Q. 60.-Yes. 
Q. 75.-I think the duty on opium might be the same in Bengal and the 

Sylhet and Cachar districts of Assam which are contiguous to Bengal. 
Q. 76.· I am not acquaint€d with the system. 
Q. 77.~muggling is still going on i;n the ~trict o! Chittago~g ~f which 

I have some direct knowledge. Preventive act~oll: both. m the cult1vatmg and 
consuming prov-;.nces by the Government of India IS desirable. 
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30th March 1925. 

CALCUTTA. 

PRESENT: 

Sir CHARLES ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir BIJAY CHAND MAHTAB, G.C.I.E., K.C.S.I., I.O.M., Maharaja~ 

dhiraja Bahadur of Burdwan. 
Sir PEROY THoMPsoN, K.B.E., C.B. 
The Hon'ble Sardar JoGENDIU. SINGH. 
Dr, R. P. PARANJPYE. 
Dr. L. K. HYDER, M.L.A. 

Mr. A. MARR, C.I.E., I.C.S., late Secretary to the Government of · 
Bengal, Finance, Marine and Commerce Departments, and 

now· Chairman, Calcutta Improvement Trust, was 
examined and gave· oral evidence as follows:-

The President. Q.-Mr~ Marr, I take j.t that anything you. might say here 
will be your own views and not necessarily the view· of the Bengal Government. 

A..:.....That is so, Sir. I have been given no mandate by the Government to 
represent their views. 

Q.-I think yoti accept the axiom that whatever plan is adopted must be 
applied in the same way to all provinces. · · 

A..-Well, I think, we shall be compelled to accept it. I think it will be 
rather hard on some provinces to say that it must be adopted in the same way 
in all the provinces, but, I think, whoever ultimately has to decide this, will 
be compelled to decide this way. . 

Q.-Would you allow the Central Government to reserve·the right to dis­
tribute the surplus to the provinces which are hard hit or would you prefer, if 
they have a surplus, that it should be passed on to the provinces as a whole? 

A..-I would prefer the latter. Otherwise, it would simply enhance the 
inter-provincial jealousies that are going on now. · .. 

Q.-Then the plan, as you know, which we are considering is this. Pro· 
fessor Seligman has mentioned five ways. He condemns two and recommends 
the combination of the other three. Have you got any modification to suggest? 

A..-The position of India is rather different from the case that Professor 
Seligman was considering. Instead of building up, we are rather building 
down from Central Government to Provincial Government. He was building 
up and we are building down, ·· · · 

Q.-In the case of other Federations the component States surrendered 
certain of their sovereign powers. in favour of the FedeJ;al State. They were 
giving powers to a central authority of theii: own creation. The Central Gov­
ernment in India has given up much more than the States in other Federations 
have kept. 

A..-They agreed among themselves to give up certain powers to the Federal 
Government. Even so, there was difficulty in getting the smaller States to 
agree. In this case it will be rather difficult to make them agree as to what 
powers they would give to the Central Government. Method "A" of Pro· 
fessor Seligman's proposals-the centime additionel-w.o'uld raise a very seri­
ous difficulty. Take, for instance, "the case of inCO!fle-tax. In a big town like 
Calcutta, I cannot see how the tax could be assessed on this principle, where 
you w'.mld have central rates, rates for Bengal, rates for Bihar and Orissa and 
Tates for Madras. . · . 
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Q.-" A" is applicable, for instance,- to the case of land ceo\S in the tAIII-· 
porarily-settled provinces. 

A.-I have no experienct> of the temporarily-settled provinces, but I sup­
pose it would be so. . 

Q.-Then take the case of stamp duty on transfers of property in towns. 
You would not condemn method "A" altogether. 

A.-~ot for local things like these. It would be more useful for division• 
between provincial and local authorities. 

Q.-Then "B" is the present system-the separation of sources. Would 
:;ou approve of this? 

A.--Certainly. I would adhere to this as much as possible. If it can be· 
adhered to altogether, well and good, but I do not think it il'l possible. It is 
important to get a broader basis. 

Q.-Then we come to" C." 
A.-Yes. 

. Q.-"\yould you reverse ~he procr-ss in some cases? "\Ve have suggested for 
mstance 111 the case of excise the reverse· of the process that is indicated in· 
"C.". "\Ve propose that the revenue should be collected by the provinces but 
a basic rate assigned to the Central Government. 

A.-I would like to see this system extended. In the case of income-tax 
the basic rate should be given to the provinces and the remainder to the· 
Central Government. 

Q.-What you really substitute is an arrangement under which the _ad-­
ministering authority should make over the basic rate to the other. 

A.-The basic amount would go to -the non-controlling authority and the· 
balance to the controlling authority. 

Sir Percy Thompson. Q.-How are you going to apply. the basic rate to· 
the income-tax? 

A.-In the case of income-tax, the Financial Settlement Committee would· 
decide that the provinces would get a pies per rupee of asiroSsed income. 
The Committee must settle the question of what figure a will be. That 
amount would go to the provinces. That would be the first charge on the· 
whole. The balance would go to the central authority. 'fhe central authority 
would thus he able to use it to balance their budget and would be in a position 
to vary rates in order to balance thei_r budget without consulting the Provincial 
Governments. 

Dr. Paranjpye. Q.-You would not make it vary from province to pro-­
vince? 

A.-No. a would be a figure fixed for a period of years. a would 
not vary from province to province. 

Sir l'ercy Thompson. Q.-Supposing a man is assessed on Rs. 5,000, and• 
on that Rs. 5,000 the provinces would get a definite number of pies per rupee, 
the sum which the Central Government would get may be a minus quantity. 

A.-Yes. But i am not taking individual cases. I am taking it as a. 
whole. 

Dr. Paranjpye. Q.-Suppose, taking the present case, a man has got 
5,000 rupees on which income-tax is levied, I believe, at about 5 or 6 pies, the· 
provincial basic rate might be 3 pies. 

A.--In that case it would not be a mimts quantity. It would be the 
business of the Financial Settlement Committee to settle this basic rate after 
considering the normal expenditure of the provinces according to the needs 
of the provinces. That is the fundamental thing to consider. 

The President. Q.-How are you going to take a rate on individual 
incomes? 

A.-It would not be on individual incomes. It would be on the total. 
assessed income of the province for the whole year. 

Q.-Supposing your total income-tax is x and the province's share is y? 
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A.-I have nothing to do with income-tax at all. I am only assuming 
-so many pies per rupee of assessed income. I have nothing to do with the 
income-tax that is actually collected on it ... 

Q.-In order to ascertain the provinces' needs, you will ha':e to,determi~e 
a fraction. Supposing the tot~l income.-tax is x,, the provmces . ~hare 1s 
a and the Central Governments share IS b, a will have ·to be d1v1ded up 
b~tween the provinces and their share will be determined according to the 
needs of the provinces. 

A.--wn·at you propose is not my system -at all. Before you come "to a 
·financial settlement, it is absolutely necessary to have arrived at the normal 
-expenditure of each province. Any financial settlement which does not meet 
this condition is going to fail in the same way as the Maston Settlement has 
·failed. Having arrived at the normal provincial expenditure, the Financial 
"Settlement Committee has to devise means by which the provinces would get 
sufficient income to meet that normal expenditure. My suggestion as regards 

-income-tax is only one of such means. · 

Q.-The order of the -process 1s a little different. We determine the 
methods. The provinces then determine their normal expenditure, then the 
Financial Settlement Committee works out the actual figures which would 
meet the normal expenditure. 

A.-I am not sure about that. I want the Financial Settlement Committee 
·to fix this figure a. 

Q.-We have to fix a and !J first. a will not be the same in all the 
provinces. . 

A.-I do not mean to say that my figure a will meet the whole provin­
-cial expenditure. I only mean to say that this is one of the means by which 
you can meet the normal expenditure. After all it may not be sufficient, but 
.it is one of the means. 

Q.-You may find that a certain fraction won't cover it, then you try 
.another fraction which gives a greater share of a particular tax. 

A.-Yes, you may try this tax or any other tax. 
Q.-Whatever tax you may try, you would apply to all the provinces. 
A.-This is my method with regard to income-tax. 
Q.-How are you going to determine the share of the provinces inter se 

·of whatever goes to the provinces as a whole? 
A.-I have nothing to do with that. I give so many pies per rupee for the 

income-tax asse>seu in my province. That automatically settles the ratio 
between the provinces. What you will have to do is to have an independent 
body to settle every year or for a period of years what the normal figure of 
assessed income will be, just as we have to do at present under Devolution 
Rule 15. 

Q.-The normal figure would be the abstraction of the total sum because 
the amount may vary according to the year. ' 

A.-T_he calculation would be, not on the amount collected, but fin the 
.assessed mcome from year to year. · 

Q.-How are you going to settle the proportion between provinces? 
A.-Supposing the independent authority decides on taking an average 

for 5 years, it may take 60 crores as the average assessed income for Bengal. 
T~at would ~e the figure to work on and the authority settles with the pro­
vmce accordmgly. Next year the Income-tax Department rep·orts that. the 
assessed income of Bengal has gone up to 65 crores and that of Madras has 

-dropped_ by 2 cr_ores .. You simpl;y- .settle that proportion accordingly. It is 
-only a simple arithmetical propositiOn. 

Sir I'crcy Thompso11. Q.-In the one year you get 600 million times a 
pies at1d in the other year you get 650 million times a pies. 

A.-Yes.. The Income-tax Department would give you the correct figure 
-of assessed mcome ea_ch year. It would be :tl.ways subject to adjustment after­
wa;ds. It would be m exactly the svme positiOn as it is at present under Devo­
lutiOn Rule 15. · 
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·The President. Q.7'-Supposing the assessed income of Bengal h • X", 

the amount to which Bengal will be entitled to credit will be.!!._ P 
X 

. A.-No, Bengal would get ax X pies. 
Q.-What the Committee must arrive at is only a fraction. 
A.-No fraction is necessary in this case. 

. Q.-Yc:iur assessment for a particular year includes a certain amount of 
income from other provinces. 

A.--such is also the present position under Devolution Rule 15. I am 
assuming that we arrive at the ultimate assessed income as we do in the case 
of Devolution Rule 15 . 

. Q.-Then a certain proportion of your income which is collected in Bengal 
belongs to other provinces. 

A.-They get credit for that. Before the Income-tax Department give us 
the ultimate figure, they distribute according to the provinces. 

Sir Percy Thompson. Q.-According to your proposal there may be con­
flict between the provinces. For instance take the case of Bengal, its income 
from income-tax may be 1 million 90 times 3 pies, Bihar and Orissa's may 
be 1 million 85 times 3 pies. Bihar and Orissa might come and say, "Look 
here, one of your factories situated in our province is controlled in Calcutta, 
so· out of 100, we must have 85. 

A.-Tiiat is actually being done under Devolution Rule 15 now, with the 
result that all the provinces, except B~ngal and Bombay, are scoring because 
the datum line is too high. This was not the intention ·of the framers of 
Devolution Rule 15. In my system this. would not be necessar.y.. Suppose the 
Financial Settlement Committee fixes a datum figure for a period of fiv0 
7ears, that rate is fixed for five years as between the provinces. At the end 
of five years Bombay may. come forward and say "Look here, we have lost on 
this and we want so much more." Then the Settlement Committee would 
have to decide whether Bombay's datum·fig~re should be lowered or raised. 

D-r. Paranjpye. Q.-Yori say ·that we must find. wliat is the reasonable 
normal exp·enditure for each province. . Don't you think that. there is ever;v 
reason in the same enquiry to find out whether.· each province is fairly taxed 
or not, that . .is to say, whether ·the province is bearing its fair share of 
taxation or not? · 

A.-Of course that should have been done in the very first instance. 
Q.-If you want to find out what is a reasonable scale of expenditure, you 

will also have to consider what is a reasonable scale of taxation in the 
beginning. Other. provinces are paying very large shares of their income i~t 
the form of land revenue, because land revenue is pitched at a high figure. 
But Bengal has come to the stage when it does not pay much towards land 
revenue, consequently other provinces may- come and say, "That is your 
normal scale of expenditure, but let us see what is your normal scale of 
taxation.". . 
···:A.-If you are going to take that into account, you must take all forms of 
taxation, 

Q.-Yo:u should go into. the ;normal _scale .of taxation f<_>r each province. If 
you find a particular provmce IS workmg with less than Its proper burden on 
a I~easonable estimate, then that province should be told, ·«You cannot get a 
normal scale of expenditure unless you pay normal taxation." 

.. '.4.·.~Yes· these things will have to be decided together. The new financial 
settlement ritust start all.the produces going, with slight surpluses. 

The President. Q.-You propose to ~ake ·a settlement of ev_ery business 
which extends over more than one provmce annually to ascertam th• sharo 
that should go to each province. 

A.-Not ann,;ally, but only on a five-yearly settlement. , . 
Bir Percy Thompson. Q.-But you take the same percent~ge <_>ver. the 

peiiod of five years. In the case of a business doing its tr.ansact1ons m Biha.,-
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and having its headquarters in Calcutta, Bili-ar·would: get 85 per cent .and your. 
only 15 per cent. 

The. President. Q.-Every year ynu: ~e gofug tCY work out fo.r e~c,h pro-·. 
vince the share which belongs to that provmce; tliat has- to be done mdtVIdually> 
for each business. · 

A..-We do that now. We are not departing from Devolution Rul~ 15 in .. 
that respect. We have done that with tea companies in Assam, also w1th the· 
coal companies of Bihar and Orissa. · . 

Q.-You think it would not cause difficulty., provided you lay down certa1w 
general principles? 

A. . .,..-No. 
Q.-Who would work these oute-
A..-The Committee on Financia] Relations; or whatev~r body makes ~he· 

financial. settlement, would do it. It must allow the provmces to start wttlr• 
a reasonable surplus. 

Q.-But they would not continue indefinuely ;. they would simply lay down 
principles. 

A..-Having laid down principles, you would have to have an independent~ 
body to make the set~lement. ' 

Q.-Would you not have the Income-ta:x; Depar.tment to work it outP 
A..-The Income-tax Department woulCl w;opk out the figures and the inde­

pendent body must settle what a is. 
Q.-What would be the basic rate according- to tlre· principle on which you-• 

would make the division between provinces? · 
·, A. .-There is no difficulty about tlrat.. 'Adjustment· between provinces would1i 

have to be made. A few minor disputes are going on at present, for instance;,. 
as regards the division between provinces 9f income-tax on the East Indian­
Railway. 

Q.----Can you give us an indication of. the principles- you would follow? 

A..-Take for instance the tea industry. Where the managing agents in· 
Calcutta of a tea garden in Assam are only forwarding 11-gents and whenT 
Assam can prove that, we allow Ass8J1Il tlie· whole income-tax on that garden •. 
'Vhere the managing agents are real ma-naging agents, that is to say, where 
they control the working of the garden,. wG· allow Assam 85. per cent and the· 
remaining 15 per cent goes to BenJiwl•.. · 

Q.-How would you deal with tlite· case of the Tata Iron and .Steel Com-· 
pany? 

A..-It would be a difficult pie.::e' of accounting. There the division. would'l 
be between Bombay and Bihar. CJeTtainly Bihar shoul:d get a very big share. . 

Q.-Do you think you would lhe· able- to- lay down a fra~tion; such· as. 15:. 
per cent to serve for a time? · ·' . · . · 

A..-I do not see why the two GaveTnments shouid not arriv~ itt ~oine ·com--­
promise which would be satisfactory to both. 

Q.-How would you d~al with the case of a Bank which ha~ branches all'! 
over India? · ----

A..-A chartered accountant would have to deal with a cnse like that;. 
Take the cnse of the Imperial Bank. Certain branches are running at a loss. 
as agninst profits in others. · 

S!r Percy Thompson. Q.-Is not this difficulty common io all ~~stems of• 
sharmg? . 

A..-Yes, unless you accept the principle that all the tax collected in a. 
province belongs to that province. Bengal and Bombay would agree to that 
prin~iple; other _provinces would not. If this is not agreed to, the difficulty of· 
sharmg must anse. 

Tl~e ~resident. . Q .~h~mld we not have to laY. down a very large number 
of prmctples for the. dtvlSlon P How would you deal with a firm which has~ 
branches all over Indta P 
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A.-Only an independent chartc·red accountant could deal with a case liiiR 
that. 

Q.:-That is why I was asking you whether you were going to have this 
scrutmy made every year. You cannot put a. chartered accountant on to it 
every year. 

A.-A .Permanent chartered accountant can be put on to deal with all 
cases of dispute. As long as a particular business is going on ordinarily and 
does not boom in one place and slump in another, there will be no dispute. 
For instance, take the case of the East Indian Railway. The whole of the 
yield from that is going to the Central Government at present. The Provin­
cial Governments through which the East Indian Railway passes get no 
share whatever. If they claim that they are entitled to a share, that is a 
dispute which only a chartered accountant can settle. 

Q.-Would not the same thing happen in the case of about half the firms in 
Calcutta? Take a firm like Whiteaway's. 

A.-Any province which has no branches of the firm has no claim. 
· D1·. Paranjpye. Q.-An easy method can be obtained by crediting part of 

the profits to the turnover and part to the management . 
. A.-There would be no difficulty in that case. We have not had much 

difficulty under Devolution Rule 15. The procedure under that rule is that 
any dispute, in which the provinces do not agree as to the proper division, 
goes to the Central Government to decide. As far as I know, no cases have 
gone to the Central Government yet. 

The President. Q.-As between Burma and Madras there are a tremen­
dous number of disputes . 

• 4..-But they settle all among themselves. Madras gets 5 or 6 lakhs a 
year under Devolution Rule 15. 

Q.-If it were a matter of 50 or 60 lakhs, there would have been a terrible 
fight over it. 

A.-That difficulty will arise in any case; the only way to solve it is to have 
an independent accountant or body of accountants to deal with it. 

Q.-I suggest you might take a particular year and determine the share 
of a province on the income-tax paid in that province for that year, say a 
certain arbitrary fraction. You then have an inquisition and allow for shift­
ing of business, but you should not have this inquisition going on year after 
year in the case of each individual province. 

A.-Yes. 
Q.-Supposing your rate was three pies, the amount of income that would 

be credited to the province as a whole would be fixed. You could then take 
a particular year, have your inquisition and divide that between the provinces; 
each province will get its share and then you can apply that share to the 
total provincial share year by year for the following five years and after that 
bring iu the chartered accountant. 

A.-Yes; hut that does not make the provincial share the first charge. Jf 
the provincial share is the first charge, I would not mind. 

Q.-Supposing "X " pies was the provincial rate, the provincial share 

can be found out, and Bengal's share of the provincial share would be ~ x X; 
B 

then if the next year's rate is Y, it will be ~ xY and so on . 

. 4..-If the agreement would last for Jive years as I suggest, then there 
would be no difficulty in arriving at the assessed income under my method. 

Q.-AIJ that I suggest is that you would b~ .entitled to a fixed fraction for 
five years of the assessed income in your province. . 

. .J..-I do not want that, because trade in one province may boom; if trade 
booms and the assessed income in Bengal doubles, I want my double share. 

D1·. 1'aranjpye. Q.-If jute rises and cotton falls, the total inc.ome-tax 
for India might be the same, but you want Den gal to profit hy the boom? 
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A.-Yes, we want to take our chance. 
The President. Q.-I think we should have to go through each class ot 

business and find a sort of principle on which division should be made. 
Sir Percy Thompson. Q.-If you have a business with branches in several 

provinces, (quite apart fro~ the seat of. man.agement), y~m would have to 
divide the. assessment accordmg to the busmess m each provmce. 

A.-Yes, subject to surcharges, such as capital charges, overhead charges 
and so on. 

Q.-Suppose yon have a company, the head office of which is situated in 
Calcutta but the whole of the manufacturing business is done in various other 
provinces· you would have to fix a percentage which you are going to collect 
on. accoun't of the fact that the seat of control is in Calcutta, and divide the 
balance in proportion, according to the profits made in the different provinces.· 

.4 .. -That is what we have done in the case of tea and coal. 
The President. Q.-How would you apply that to a firm like RaUi's, which 

buys produce all over India? 
A.-Ralli's is the most difficult problem of all. In a case like that, as I 

said before, you would have to get a chartered accountant mid ascertain what 
in his opinion should be the proportion which should be reserved for the 
Calcutta office. .Assuming that that proportion is fixed for a period of years, 
say, five or ten years, whatever scheme we take up, the proportion must be 
settled. 

Q.-For every business that has branches in more than one province, you 
have to fix a proportion. 

A.-I do not see any other way out of it. 
Dr. Pamnjpye. Q.-What would you say to this? A bank has only one 

office conducting its business in Bombay, .but its shareholders are in all parts 
of the country. Obviously the income is earned in Bombay, but it is also 
earned by people in different parts of the country. 

A.-Because the shareholder in the Bombay bank happens to live in the 
Central Provinces, I do not think that would give the Central Provinces an~ 
claim whatever. · 

·Sir Percy Thompson. Q.-If you had a province the inhabitants of which 
consisted wholly of people who lived on the interest of stocks and shares an·d 
dividends, they would pay no income-tax at all. 

A.-So far .:a that particular province is concerned. 
1'he President. Q.-On the other hand, that province might lose a con~. 

siderable sum, because they might claim refunds, which would be paid by the 
province of residence. 

A.-'rhey might. I cannot see how ~·ou could follow back the capital to 
its source. 

(/.-Yon would have to have an agreed fraction. 

:4..-It appears to me that that would be impossible. Take the question of 
re1pstered shares; Y.ou ~nay be giving credit to a province on account of shares 
winch are not hE>ld m tnat province. 

Q.-;-·'~e are considerin~ a proposal that the company should be bound to 
pay dividends only to reg1stered shareholders. 
. A.-That is very. sound, but it d~es not help. Quite a number of companies 
In Calcutta do not Issu.e cheques for their dividends to any but the registered 

. sl~nreholders and cm·tam banks refllse to realize dividends on behalf of their 
..chents n.nless the shares are regi•t<>red. \Ve have looked into this question 
several hmes, but are not able to devise any method by which it could be made 
compulsory that the holders of shar<>s should register their names; we have lost 
a g1·eat deal of stamp dut~· on transfers of shares .for many years. · -

Dt·. Paran,ipye. Q.-Whnt would happen to bearer securities without any 
names at all? · 

A.-Such berer securities would have to drop out under ~·our scheme 
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Q.-T~e fact that s?me of .the shareholders belong to another province will 
lbe taken mto account m makmg the proper apportionment. 

A.-I do not see how that could be taken into account . 
. Q.-An independent authority might take them into account. 

,. A.-I do. not see ~ow ~t could, _becaus.e it ":ould be proceeding on absolutely 
=complete information, mformatwn whiCh nught be 50 per cent. wrong. 

Sir Percy Th?mp~on. Q.-8upposing I am a shareholder in a Bombay 
company and I live m the Central Provinces and get dividends in the Cen­

'tral Provinces, if you levy income-tax, whom do you tax, me or the companyP 
A.-That a different question. 
Q.-I suggest you are taxing me. 
~.-I suggest that Government is taxing the company and the company is 

•passmg on the tax to you. 
Q.-;-No, because it makes the rate of the tax vary by reference to the 

·circumstances of the shareholder. It is a mere piece of machinery to tax the 
.company. 

A.-I suggest that Government is intentionally taxing a company. 
Q.-If it is taxing a company, ought not the tax to be at a certain rate, 

whereas it varies with the circumstances of each shareholder? It may be taxed 
"()nly at five pies in the rvpee in the case of small incomes or right up to the 
maximum. I think the arrangement of taxing the company is a mere matter 

-<lf machinery in order to avoid evasion. 
The President. Q.-How would you deal with Government paperP 
A.-We would have the same difficulty as we have with registered share 

-certificates. · 
Q.-8o that the provinces which have the issuing office would get the 

whole of the revenue; or would you give some of these untraceable items to the 
-Government of India? 

A.-It is very difficult to say: When you try to trace it back to the source 
•like that, you are bound to land yourselves in difficulties. 

Q.-I see your objection to our plan. If jute boomed and cotton did not, 
:you suffer in your arbitrary fraction. 

A.-I think you would get the two big commercial provinces opposing your 
plan very strongly. 

Q.-We heard three business men of Calcutta, Madras and Bombay and 
;they were all in favour of an arbitrary fraction. 

A.-8peaking personally, I do not think you would get the Provincial 
•Governments to agree, because obviously the two big industrial provinces 
:.may suffer. 

Q.-I do not think that the other Provincial Governments would accept 
_your proposition. · 

A.-I quite agree; in the same way as the,Y are !!ow q~ite satisfied with 
-the working of Devolution Rule 15, although It was mtentwnally framed to 
"benefit Bombay and Bengal. 

. Q.-You would give nothinl? to the_ province ~hat simply produces the raw 
::material; for example, Assam JUte whiCh comes mto Bengal. 

A.-That is very small. 
Q.-8upposing that increased, would you give Assam anything? 
A.-How could you work that out? In that case you are g~ing to t~ 

;and trace the cotton which is manufactured in the Bombay nulls and m 
.:t.he Pondicherry mills to its place of growth. · 

Sir Percy Thon1-pson. Q.-That is exactly the proble~ which is arisen 
between Great Britain and Northern Ireland. Income-tax IS a reserv:ed sub­
ject and is administered by Great Britain, but the proceeds credtted_ to 
Northern Ireland is only Northern Ireland's share: It d_oes seem a h~tle 
diflkn!t to say that you will not take account of restdence m )"<>Ur allocatiOn 
•of the taxes. 
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A..-It is impossible. . 
Q.-It is being done as between Great Britain and Northern Irela~d. 
A.-Because the system of share certificates the~·e. is totally drfferent; 

you are bound to register your shares under the Bntrsh system. 
Q.-It seems to me that that can be got over by statute. 
A..-We can pass a law, but we cannot enforce it; no machinery can 

enforce it. A Bank of Bengal share certificate may pass through forty hands, 
without ever being endorsed. 

The P1·esident. Q.-If the dividends be six-monthly, you can check it once 
in six months. 

A..-The registered holder :inay cash the dividend warrant, and the actual 
holder may lose the money. 

Q.-We understand that there is a ruling of the High Court that the 
registered holder is a trustee for the actual holder. 

A.-You do not know whom he pays. 
Sir Percy Thompson. Q.-Couliln't you make a transfer registrable within 

a certain period? 
A.-You do not know when the transfer is executed. He executes a blank 

transfer without date. 
Q.-You can forbid him to. 
A.-I do not see how you can catch him. He may have received it blank 

ten years ago. 
Q.-The transferee who is entitled to the shares will be more careful if 

he finds that his purchase is going to be invalidated if it comes out that he 
agreed to the transfer three months before registration. 

A.-We have no machinery by which we can check this. 
Q.-Can stock brokers be registered? 
A.-If the British system could be introduced into India, then it would 

.be all right. 
Q.-What do you mean by the British system? 
A.-Suppose I want to sell ten shares in a certain company, I tell my 

broker. Sir Charles wants to buy ten shares in this company, he informs his 
broker. These two brokers get together and the ten shares are bought. The 
buying broker must inform the Secretary to the company that the shares 
have been bought by him on behalf of his client. The Secretary issues notice to 
the two brokers stating that he would mak9' the transfer if he does· not 
receive an objection within 30 days. · 

Q.-But before the settlement day comes I can go to my broker and tell 
him to carry over these shares and I will go on doing it settlement after settle­
ment and will not execute a transfer for months. · 

A..-As long as the transfer is not made, the Secretary is not notified to 
make the transfer. The negotiations are still pending between you. Once 
you settle your negotiations and Sir Charles says: 'I am going to buy,' the 
two brokers exchange notes and the buying broker inforlllS the· Secretary of 
the company. 

Q.-I do not think it is quite that. I sell the shares for a fixed sum say 
£100, but I go to my broker and tell him that I have sold the share~ for 
precisely £100, but I do not want to deliver them this time. He would carry 
them over for you. Similarly Sir Charles goes to his broker and ~ays that he 
does not want to pay £100 this time. The shares thus pass hands several 
times, I clo not execute the transfer, but the ownership of the shares passes 
several times before it gets into the hands of a third party . 

. <!..-These are transactions on margin. Unless you wait for a margit~,. 
:there is no reason for waiting. 

Q.-I may be waiting for a dividend. 

A.-Then the transaction has not passed. · 
p 
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Q.-I agree that the transaction is not complete. 
A.-The machinery does not come into action ulitil your transaction i~ 

complete. 
Q.-You can hang over the transaction for completion just as easily in 

England as the law allows you to do it in India. 
A.-No. The stamp duty does not become due until the transaction is 

completed and the machinery to alter the registration does not also come 
into motion until the transaction is completed, whereas out here we may 
have a series of completed transactions where the scrip actually passes. 

Q.-You lose duty because they are completed transactions; in England 
we lose duty because we can do without it. Each loses the same amount of 
duty. 

A.-I do not think they lose so much in actual transactions, unless in 
buying on margin. 

The President. Q.-Do you think it is practicable by legislation to intro­
duce the English system? 

A.-We have always been advised 1 no.' It would create tremendous 
trouble amongst smaller stock-brokers. I have been told that it would upset 
the share market very much indeed. 

Q.-Have you any notes on the subject at which we can look? 
A.-I rather think that my original notes were all burnt. I think there 

were some notes subsequent to that, I shall see if I can help you. 

Q.-With regard to import duttes, customs, export duties, you think they 
should be central and you do not wish to press the case for export duties? 

A.-I do not wish to press .the case for export duties. I take the same 
attitude as I did before the Meston Committee viz., that export duties may 
remain central but that account should be taken of the fact in the financial 
settlement that the taxable capacity of the province has been encroached upon 
to that extent. 

Q.-This would be an argument for a larger share of the income-tax 
rather than an argument for an increase for all. The way to increase the· 
resources of an industrial province is to give the province a larger share of 
the income-tax. So that the existence of the jute industry would be an 
argument for giving the province a larger share of the income-tax. You 
have the three pie rate. · 

A.-That rate will apply to all provinces. When you are making a 
general inquiry as regards resources of provinces, as Dr. Paranjpye ha& 
said, you will have also to consider how the provinces are taxed and if you 
take into account the export tax on jute and tea and the excise duty on 
cotton, the Committee may come to a decision that on this basis certain pro­
vinces are already taxed sufficiently and certain other provinces are not,. 
and your final settlement would be based on these considerations. 

Q.-I am going back to the axiom which is that whatever system is applied, 
it must be applied to all provinces equaly. The only. method to favour 
an industrial province is to increase the share of the income-tax or to give a. 
ehare of the export duties. -

A.-Not necessarily a share of the export duties; because your final settle­
ment may be to this effect. We have arrived at this figure which will be 
applied to all provinces equally. As regards certain provinces the settlement 
will give them revenues sufficient to carry on. We recognise that as regards 
Jertain other provinces, our settlement will not give them revenues sufficient 
to carry on; but we have deliberately done this because these other provinces· 
ltave not taxed themselves up to the limit the first provinces have. 

Q.-The only way you, have got of weighting the scales to one province­
or class of provinces or another is by increasing or decreasing the fractions­
of a particular tax. 

A.-Yes; income-tax, super-tax, etc. 
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Q.-Supposing one province has taxed itself sever?lY on excise, the incre~~;se 
in the general rate of excise will benefit that provmce so that the financial 
settlement can only consist in adjusting the fraction. 

A.-Yes. 
Q.-Then you would not give export duties to particular provinces but 

would take them into consideration in making the adjustment P 
A.-Yes; personally I would not mind making any particular claim on 

particular duties. I think the question might be looked mto further. 
Q.-We find much dificulty with regard to the revenue from locally-made 

foreign spirit which really is not worth much. 
A.-I have not been able to look into that. 
Q.-On account of the difficulties, the Finance Members were asked to 

lay down a formula which they did. But it does not. really work well.a:nd 
it looks as if it would be much better to have a umform rate and diVIde 
according to consumption. Would you agree to that? 

A.-I would not object to it. 
Q.-With regard to opium and hemp drugs, they are working towards _a 

monopoly. We give the Government of India a share in order to recoup It 
for what it loses on income-tax over the whole of India. Would you, in the 
case of opium and drugs, apply the principle of a basic rate P If it is a 
uniform rate, you would not mind? 

A.-No, I would not. The difficulty has been raised because of the fear 
of interference with provincial administration. But if it is a basic rate 
that interference does not come in. If it is settled that of the rate per 
gallon of spirit, a small proportion goes to the Government of India and the 
rest to the province, I see no difficulty. 

Q.-One province may be very slack in administration or adopt a strong 
temperance policy and it may be paying less than the other provinces. Suppose 
a province with a consumption of X gallons administers its affairs so that its 
consumption of licit liquor is reduced to X/2 and X/2 is illicit. 

A.-Yes; then the Government of India would suffer. 
Q.-The other provinces would also suffer because they would still pay 

on the whole of the licit consumption. 
A.-Yes. 
Dr. Pamnjpye. Q.-If a province wants to hit other provinces, it will 

have to blind itself in both eyes in order to blind one eye of the other· 
provinces. 

A.-Yes. The deterioration of the excise, say, starts abo.ut the 2nd or 
3rd year and the whole financial settlement ends in 5 years. Then this 
would certainly be taken into account as against that province in arriving 
at the new settlement. The incidence of excise as a result of the difference 
tin methods of administration is, no doubt, extraordinarily difficult. Pro­
vinces which are allowing illicit consumption to take place would gain and 
the provinces that are enforcing the law would suffer. 

Sir Percy Thompson. Q.-With regard to income-tax? 
A.-Of course the case of income-tax is rather different. Madras always 

claims that they collect practically every rupee that is assessed whereas we 
.know that in Calcutta we have never done this and it is very difficult to do it. 

T~e. Pre~ident. Q.-That claim relates to the days before the Central 
.Admm1stratwn. 

A.-They claim it now. 
Q.-A tax on country tobacco involves some difficulty. We are not able 

-to get at any scheme for taxing acreage or for levying an excise because 
-there is an enormous and widespread cultivation and half the st~ff is not 
~anufactured at all and what is manufactured is manufactured as a cottage 
mdustry. 

A.-We in Bengal went into the question of a ta:s; on tobacco two or three 
_years ago and we could see no way of solving it. 

P2 



Q.-The only way which suggests itself to us is to. sell the monopoly of 
vend over limited areas; have licensed traders, exporters and vendors of.. 
manufactured tobacco and put an excise on cigarettes. Then the cultivator 
will have to sell his crop over and above the limit of possession, either to the 
monopolist of his area or to the monopolist of some other area or a licensed 

·trader or exporter. 
A.-But how could you prevent illicit buying? 
Q.-The monopolist is interested w prevent that; he will get all the· 

vendors in his area into his control. It is rather like the old liquor scheme. 
It used to work fairly well. 

A.-Yes; it might work. 
Q.-With regard to super-tax? 
A.-8uper-tax stands on a different footing as far as Bengal and Bombay· 

are concerned. The super-tax is more a matter of central management. It 
is good management or bad management that produces the income liable to 
super-tax and therefore, I think, that the industrial provinces will have rather-
a strong claim there. · 

Q.-I thought you were going to say that the super-tax should go to the· 
Government of India. 

A.-No. We rather claim a share of the super-tax. 
Sir Percy Thompson. Q.-You mean the super-tax on companies? 
A.-Yes. 
The President. Q.-It is mainly a matter of the size of the company. 
A.-No; it is mainly a matter of good management of the company. 1 

have instances in my mind of small companies with excellent management 
paying very heavy super-tax and very big companies paying no super-tax· 
at all. Both are in Calcutta. 

Q.-I think you are coming to the Australian method of division which 
gives to the Central Government all the income-tax on companies and larger· 
incomes and the provinces all the income-tax on smaller incomes. 

A.-No; it could not be that. 
Q.-Regarding death duties, I suppose they would be mainly provincial. 
A.-Yes. There may be a fixed division as between central and provincial.. 
Q.-I am speaking of the division as between provinces. Supposing a 

man has property in two or three provinces and he dies. 
A.-That can be settled when the probate is taken out. 
Q.-8upposing a big Calcutta merchant dies in Allahabad and all his• 

scrip is in his house there. Would that all go to the United Provinces? 

A.-I do not see how it could be avoided. 
Dr. Paranjpye. Q.-Won't it go to the provinces of domicile and no£­

the actual place of death? 
' A.-The probate will be taken out in the province of domicile. 

Sir Percy Thompson. Q.-In the case of income-tax, are you going to· 
take domicile as the test or the location of the assets P 

A.-It is different in the case of death duties. 
Dr~ Paranipye. Q.-In the case of immovables it may be location and in 

the case of movables it may go with the place of domicile. 

A.-I am afraid I have not thought of that. I was thinking only of the 
immovable property and was under the impression that it would go to the· 
place of location. 

Q.-8uppose the man has p_roperty worth 10 lakhs of rupe'!5, half of which. 
is in Bihar and the other half m Calcutta. Now, death duty IS generally pro­
gressive. If it is on the whole estate of 10 lakhs it will be charged at the rate 
of 10 per cent. But on 5 lakhs, say, it will be charged at 6 per cent. Now 
each of the {>rovinces in which the property is situated will take 6 per cent 
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of the 5 lakhs and let the other 4 per cent on the whole ten lak,hs go to. the 
Central Government. 

A.-I do not see that at an. I would have fixed shares. Assume the pro­
bate is taken out in Calcutta. 

Q.-It may as wen be taken in Bihar. 
A.-But why should the Central Government come in and take 4 per 

cent? 
Q.-Because it is really the connecting link between the two provinces. 
A.-I do not think the provinces will agree to that. 
Q.-The provinces will really have no claim for this ltigher rate at all. 

Each would be entitled only to its share. 
A.-No; when probate is taken out in Bengal they might demand inven. 

tory of the whole estate and charge at 10 per cent on the whole estate. 
Bihar might also do the same. 

Q.-Let each of the provinces take its due with respect to the property 
situated in that particular province and give tho extra rate to the Central 
Government. 

A.-Why should not the two provinces combine and divide the loot? 
The President. Q.-With regard to stamp duties, we have been given a 

great deal of evidence that making them provincial was a great mistake and 
that it would be much better to keep them under central control. There is 
a suggestion of central fixing of rates and of provincial administration. 
Then how about the division of proceeds? 

A.-This is a very difficult problem. By mutual arrangement we give 
Rs. 45,000 annuany to Assam on account of stamp duties on documents 
executed in Bengal but dealing with land situated in Assam. 

Si1· Percy Thompson. Q.-What about cheque stamps? A bank which 
has its headquarters in Calcutta probably gets its stamps from Calcutta. 

A.-No province has ever made a claim about that. 
The President. Q.-Whaj; sort of basis for division would you make? 

Would you bring in the chartered accountant again? 
A.-You might see whether the cheque is impressed in Bengal and is used 

to pay a bill outside Bengal. 
Si1· Percy Thompson. Q.-Supposing there is a transaction in Bihar and 

Orissa and it relates to Bihar and Orissa. The man may get the stamp any­
where in India and the pt·ofits are credited to the province in which to buys 
the stamp. 

A.-How would it be possible to follow up these cheques, to find out 
whether a transaction was whony within the province paid by a cheque 
stamped outside the province? 

Q.-The only thing you could db would be to have an appropriated stamp 
for each province. 

A.--But that would not prevent my drawing a cheque in Calcutta and 
paying my grocer in Patna. 

Q.-:-The transaction in respect of which ~ou pay that stamp duty takes 
place m Calcutta, at the bank. I do not thmk there is anything unfair in 
that. Supposing however, I sen land in Calcutta and execute the transfer 
deed in Patna. I happen to buy the stamp paper in Patna. It is rather 
unfair that Calcutta should lose that duty. . 

A.-That may be as regards cheques. As regards transactions I do not 
think it would amount to anything very much so as to need a separate 
enquiry. 

The President. Q.-What about transactions in shares? 

A.-That is different. Say I am dealing with the Calcutta Stock Ex­
change. How can I divide my transaction,with Bombay? 

Q.-Do you derive a considerable amount of revenue in this way from 
otlwr provinces P 



450 

A.-I do not know. Excepting in the big commercial cities, the transac­
tions elsewhere are all of little account. Probably both Bengal and Bombay 
could prove that. 

Q.-Are there transactions in shares in the rest of India? 
A.-Not to any great extent. 
Q.-Jn Assam? 
A.-There are very few transactions in shares of Assam tea estates. They 

are all held tight. Very few come to the market. 
Q.-ln Assam there are no transactions just now. But a certain amount 

of money is involved and just as in the case of cotton duty you would take 
that into consideration in making a settlement. 

A.-Yes. 
Q.-Do you agree that rates of court-fees should be fixed by the Central 

Government? We find for instance that in Bihar and Orissa a big suit is 
being filed in Allahabad because of the higher court-fees in the former 
province. 

A.-This can only be when the subject of the suit lies in both provinces. 
I do not see why this should be forbidden. If one has got property in the 
United Provinces he is entitled to file a suit there and I do not see why such a 
detail like that should necessitate central fixation of court-fees. 

Q.-ln some provinces there are great difficulties in raising the registra-
tion fees. · 

A.-If they want to raise the tax in some other way, why not let them? 
Q.-Then there are taxes on transactioils such as bills of entry. There is a 

court fee stamp for a bill of entry filed before a Customs Officer. It should 
belong to t-he Government of India. 

A.-I would quite agree if the Government of India would agree to pay 
their share of what local Governments pay in the shape of police, sanitation, 
and medical relief as a consequence of a major port being situated in the 
province. 
· Q.-Do they not pay for the port police? 

A.-Qnly for a small portion of the police necessitated by the existence of 
·the port. 

Q.-Have you a tax on transfers of immovable property? 
A.-We have it for the Calcutta Improvement Trust. The Trust depends 

partly upon this tax. It is on transfers in Calcutta and Howrah. 
Q.-How do you enforce payment? 
A.-The registration offices collect it. 
Q.-It is suggested that the entertainments tax should remain provincial, 

but that the local bodies should have a share as they- have a good deal of 
llxpense to meet in connection with entertainments. 

A.-I do not see how local bodies incur any expenses in this connection. 
Q.-What about the roads to the ra~urse? 
A.-These are kept up by the province, not by the Corporation. The 

~aidan is outside the Calcutta Corporation. 
Q.-Lighting? 
.:1.-The Government of Bengal pay for lighting these roads. 
Q.-For lighting outside cinemas? 
A.-The cinema pays for the lighting. There is no extra lighting by local 

bodies on account of that. 
Dr. Paranjpye. Q.-In fire-engines and things of that sort the local 

bodies are put to certain expenditure. 
The President.-You object to sharing. 
A.-'-Personally my own opinion. is that we made a bad b~under in putting 

on an entertainment tax at all apart from the tax on betting. 

Dr. Paranjpye. Q.-In Bombay we get about 16 lakhs. 
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.4..-In Bengal we get about five 1ltkhs only from the entertainments tax 
as apart from the betting tax. 

Q.-There is great pressure for the introduction of it elsewhere. 
A.-It is not worth it. We have another tax from which we get 22 to..-'2~ 

lakhs, i.e., the tax on betting. 
Q.-Is that satisfactory? 
A.-Satisfactory from our point of view, but not from the point of vie·« 

of the Calcutta Turf Club. 
The President. Q.-Has ic reduced betting very much? 
A.-It has reduced betting in that it has lowered the standard of bettors. 

Many people who used to resort to the first enclosure now go to the second 
enclosure and from the second enclosure to the third enclosure. In that way 
it has reduced betting. 

Q.-As regards the circumstances and property tax we hear the complaint 
that local bodies cannot get the details of incomes as assessed for purposes 
of income-tax. What is suggested is that the income-tax people should 
supply lists of incomes of assessees. 

A.-To a certain extent that would be giving away confidential information 
the sacredness of which is strongly insisted on in the Income-tax Department, 

Q.-Can you tell us something about the taxes on which your Improve­
ment Trust depends, any special taxes? 

A.-We hm·e a terminal tax on the passengers coming into Calcutta. J 
could give you a list from the Act.* In respect of transactions in property 
in Howrah and Calcutta we collect one per cent. 

Q.-Nothing in the shape of betterment tax? 
A.-Yes, we have what we call an exemption fee. If a man wants exemp­

tion, we charge him a certain rate on the lands that he wants to exempt 
from acquisition. A man may come forward and say 'my.land is not inter­
fering with your alignment ' or ' I am prepared to give this piece instead of 
that.' His caso is taken into consideration by a committee of the Trust and 
they may or may not decide to exempt these lands. If they agree to exempt, 
they may or may not decide to charge an exemption fee. Then comes the 
second stage. Where exemption is not allowed and where the owner of the 
original land holds a certain percentage of the land as finally settled, after 
enquiry he may ask to be allowed preemption in preference to all others at 
rates to be fixed between him and the Trust. 

Q.-You always proceed by way of acquisition. 
A.-Yes. Unless you acquire by land acquisition you cannot get a clear 

title. 
The Maharaiadhimia Bahad:tr of Burdtvan. Q.-You very often acquire 

sites and sell them to the highest bidder for new houses. 
A.-Yes. At the present moment we have got 90 lakhs worth of land for 

sale. · 
The President. Q.-Your operations are all in areas built on? 
A.-Oh, no. 
Q.-Where you open new lands do you charge betterment tax? 
A.-In the South Park Street scheme it is all open land. There we do 

not ordinarily charge a betterment tax, but we sell the land to the highest 
bidder. 

Dr. Pamnjpye. Q.-That would mean a lot of people being turned out' 
of their lands. 

A.-Yes. But if the original mvner shows a good case he gets exemption. 
Q.-After paying betterment tax he can keep the land? 
A.-If he shows a good case we allow this. 

* See section 82, 83 and 84 of the Calcutta Improvement Act (Bengal 
Act V of 1911). 
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31st March 1925. 

CALCUTTA. 

PRESENT: 

Sir CHARLES ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir BuAY CHAND MAHTAB, G.C.I.E., K.C.S.I., I.O.M., Maharaja-

dhiraja Bahadur of Burdwan. 

Sir PERCY THOMPSON, K.B.E., C.B. 

The Hon'ble Sardar JooENDRA SINGH. 

Dr. R. P. PARANJPYE. 

Dr. L. K. HYDER, M.L.A. 

Mr. C. ADDAMS-WILLIAMS, C.I.E., M.L.C., Secretary to the Gov• · 
ernment of Bengal, Irrigation Department, was examined. 

Written memorandum of Mr. Addams-Williams. 

In view of the fact that both water rates and tolls have been raised 
r.ecently on all canals in this province I cannot recommend any further 
:increases on open canals at the present time: water rates have been raised 
50 per cent and tolls between 40 and 100 per cent. 

The reply I would give to question No. 13 is that the canals should be ad­
ministered on a commercial basis, that is to say, they should pay all expenses 
including interest charges plus a small margin or profit. 

Q. 15.-The charge for water supplied from the Bengal canals can pro­
bably be raised in the future: for many years Government have not charged 
rates which were commensurate with the benefits derived. The charge on 
the Midnapore canal can probably be increased still further, but I do not 
advocate an enhancement now until the present rates have been in force for 
at least 7 years, the term for long leases, so as to give everyone the benefit 
of renewal of leases under present rates. On the Eden canal it would probably 
not be advisable to raise the rates again for some years because the supply 
is precarious : if the proposed Damodar canal is made this canal will provide 
an assured supply to the Eden· canal and rates can be considerably raised. 
The principle in force has been to ascertain by crop experiments the value of 
canal water to the cultivator and to take a portion of the benefit in the 
form of a water rate, though no proportion has actually been fixed: the 
case has been tested by actual enhancements to see whether the people could 
pay more or not: there has been a little trouble on the Midnapore canal 
due to the recent enhancement and cultivators withheld from renewing 
lapsed leases, but are now renewing. On the Eden canal there has been no 
trouble. I would advocate the rates being fixed so as to give a fair com­
mercial profit, but it seems improbable on the Midnapore canal that this 
can be done, as the area which can be irrigated is limited by the supply 
available: it is probably not possible in Bengal to charge an owners' rate 
because of the permanent settlement. 

Q. 16.-I think the State should take a portion of the increase, where 
this is not barred by the permanent settlement, in the form of a betterment 
tax. 

Q. 17.-In areas in which the permanent settlement is in force it would 
appear that Government cannot charge the zamindar : we deal direct with 
the cultivator only. 
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Q. 111.-I do not advo?ate the abolishm~nt of tolls: <:onsi~erable .expendi­
ture is incurred on the mamtenance of navigable routes m this provmce and 
the Local Government cannot afford to throw these routes open to free naviga­
tion : the tolls imposed do not restrict navigation which is evidenced by the fact 
that since they were increased traffic has also increased. No limit can be fixed 
for the distance between toll-gates in this province : they are located to com­
mand certain reaches and the tolls are calculated on the mileage of thes~ 
reaches. 

Mr. Addams•Williams gave oral evidence as follows:-

The President. Q.-I think you only deal with two subjects, water-rates 
and tolls on navigation? 

A.-Yes, Sir. _ 
Dr. Hyde·r. Q.-Could you tell us the main features of your system 

of charging for water in canals P 
A.-Water rate is collected directly from the cultivator on actual measure­

ments of his lands and is imposed at a rate per acre. We keep our own 
staff for mRking the measurements and collections. 

Q.-Does the rate vary according to the cropP 

\\ 

A.-Most of our irrigation in Bengal is for paddy cultivation and there 
is very little rabi. The rabi cultivation I.·s so small that it can be left out 
of account. · 

Q.-Do you enter into contracts witn 'the cultivators for a term: of years? 
A.-Yes, we enter as a rule into 7 years leases; some leases are for 5 years 

and some are for 3. The short term lease is generally given in order to 
equalise the area lapsing each year. W..e vary the term of the lease in order 
to equaliSe the area lapsing each year. · · · · 

Q.-I now come to your note. You say in reply to question No. 13, that 
the canals should be administered on a commercial basis, that is tc. say, 
iihey should pay all expenses including interest charges p/!us a small margin 
of profit. You cannot give any numerical value for the small margin of 
profit. 

A.-I mean a small percentage, say, up to 5 per cent. 
Q.-How many canals have you in Bengal? · 
A.-We have only two canals, the Eden canal and the Midnapore Canal~ 
Q.-A~ under constructionP -------
A.-No, one is projected, the Damodar canal. 
Q.-I do not understand why it is not possible in Bengal to charge tho 

owner's rate because of the permanent settlement. Government matte 
permanent settlement with the zamindars in respect of land revenue, but 
the Government did not settle permanently with respect to any benefits 
that it might confer through its activity after the permanent settlement 
\Vhy should not Government chargP. the owner for water P 

A.-This is a point on which, I am afraid, I cannot give you any reliabi11 
evidence. I am not well up in the subject. I always understood the perma­
nent settlement did stand in the way. But I cannot give you the exact 
reasons. 

Q.-The point I wish to put before you is this. When you construct. 
a canal you make the area secure. Is not the zamindar, although he has 
settled his lands permanently, entitled to raise his rent P 

A.-Not that I am aware of. I won't say he does not, but I am JJoi 
aware of it. 

Q.-To whom does the benefit go? 
. A.-I think it goes entirely to the cultivator. 
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The Maharajadhiraja 1Jahadu1· of Burdwan. Q.-I think I can clear 
Dr. Hyder's point. You do not debar a zamindar from taking the ~ater from 
you for his khas lands? 

A.--.No. 
Q.--,-What I mean to say is that in these areas if a. zaminda.r wants water, 

he has to pay for it. He does not- get the water as a matter of right because 
he happens to have a permanent settlement. 

f..-No. 
Dr. Paraniwe. Q.-Could not Government charge a monopoly price? 
A.-I do not think it is advisable in this Province where we charge an 

acreage rate. 
Q.-In the ca.se of permanent settlement, do you think the Government 

will be justified in charging a monopoly price? . 
A.-I do not think so. At any rate I would not lilter the present system. 
Q.-Is there much demand "for water from your canal.sP 
A.-Undoubtedly there is. 

. Q,;::Ha.ve yon increased the rates to the full erlent which the cultivator 
will payP. 

A.-We are testing this by raising all the rates. We have, JUSt raised 
the rates. 

Q.-F;ven then there is demand £o~ water? 
A.-There was a little set back last year, I do not ki10w exactly,the reasons 

for it, most probably it was due partly to political reasons, but I am not 
quite sure what it was due to .. In any case :the cultivators have begun to 
come .in .this year. We made up a good deal of leeway last year on the 
Midnapore ca,n:il. In the Eden c·anal where the rates were raised by 50 
per' ~·mt, we are acttially irrigating a greater area. 

· Q.-As long as you find yonr ihigation .income does not go .down, do 
you think you are entitled to raise it to ~he pitch of the maximum return?· 

.. 4.-"'No, we. capnpt do .t~_at. ,At least here in Bengal I would not go so 
far.. I would raise the rates slowly. 

Dr. Hyder. Q.-Applying this test., do your canals pay? 
A.-No. ---- · ~--~...,._.-----

Q.-Are they subsidised? 
A.-They are not s;:ilisidised; they do not pay interes_t_ charges. As a 

whole the~Mt profitabt~ ---=-
The President.' Q. Does n.ot. that .mea}l .th:!-t. the general taxpayer is 

paying for the benefit of a particular class of people? 
A.-yes. . , , . 
Q.-So long as that condition continues, you must try to get as much as 

you can from your canals? 
A . ..,-Yes, that is exactly what we are trying to do. I think we have been 

much tOo slow in raising the rates in the past. 
Dr. Hyder. Q.:-Is the competiiion only from rainfall? 
.1:--tes, bt'It then 6/7ths of the area _is always under lease and the 

cultiv'ators 'are bound to pay in any case whether they mature their crops 
hy <'anal water or rain water. 

'l'he P1·esident. Q.-This supply of water yields both an annual benefit 
and also a permanent benefit to the zamindar, I mean, temporary benefit 
to the cultivator and the permanent benefit to the zamindar. 

A.-I am not. quite sure how it benefits the zamindar permanently, but 
it certainly benefits the cultivator. 

Q -You cannot say whether the permanent saleable value of the land 
_is increased and thus benefits the zamindar? 

A.-I do not know that. 
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Sir Percy Thompson. Q.-If you charge the maximum rates the tenants 
could pay, it will not increase the value of the la;nd? 

A.-No. So far as we are concerned we have not reached that stage 
as yet. 

The President. .Q.-You say that you do not advocate an enhancement 
now until the present rates have been in force for at least 7 years, the 
term for long leases, so as to give everyone the benefit of renewal of 
leases under present rates. I do not quite understand what you mean by 
this? 

A.-We raised the rates only two years ago and as one-seventh of the 
area lapses each year, I should like to keep the present rates so that eveJ,"yoile 
will have a chance of coming in under them. 

Q.-8o that you would not be able to enhance again for another 7 years? 
A.-Yes, for 7 years from the date of the new rates. If rates were raised 

in 1924, it would not be' advisable to enhance them again until 1931. 
Q.-Would you reconsider the rates periodically? 
A.-I think this ought to be considered periodically with reference to the 

price of the produce and the cost of maintenance "of the canals. 
The Hon'ble SardO!T" Jogendra Singh. Q.-Do you charge crop rates? 
A.-No, this is an acreage rate ~articurar-ez:op. For paddy a 

certain rate is-Jiitid alfd-for r~llt_anot_!i~~e 1"Si!"""~d~. --- -------
Q.-For ordinary nce,-llow many acres you can irrigate? 
A.-The duty varies enormously, but generally we work up to 120 acres per 

cusec. Sometimes it is little more and -sometimes a little less, but it depends 
upon the rainfall. · · 

Q.-:When do you generally have a great demand for water? 
A.-There is a great demand in July and· August for transplantation, but 

the big rush comes in October when the monsoon is receding, for paddy culti­
vation. Sometimes the demand is small in July and August. 

Dr. Hyder. Q.-Why there is so much rush in October? 
A.-Because that is the time the grain is forming when it must have 

sufficient water. 
The Hon'ble Sardar Jogendra Singh. Q.-Does it at any time happen 

that water is not required at ali? 
A.-Occasionally it happens, but we have never had to close our canals 

pn that account. Generally in July and August and in October there is 
always a demand for water. Occasionally there may not be need for water 
in July and August. 

Q.-How many cusecs can your irrigation works carry? 
A.-The Midnapore canal was designed for 1,000 causecs and the Eden 

canal for 600. 
The President. Q.-You say the area is limited; was it originally 

started as a faniine work? 
A.-The Midnapore canal was originally started by the East India Com­

pany. In those days they had extraordinary ideas as to how much could be 
irrigated with a given supply. They took duties up to 220 acres per cusec 
whereas in dry years we only work to about 80. 

The Maharaiadhiraia Bahad1tr of Burdwan. Q.-Can you explain to us 
what is the actual system of tolls here? We have, for instance, these canals 
that go out of Calcutta on which you have a very large boat traffic and you 
charge tollage. 

A.-You mean the system of measurement. It is done as follows. Every 
boat is measured as it passes the toll office. The water line length, the 
greatest breadth and the submerged depth is taken. These three items are 
multiplied together and one-half is taken and the result gives the maundage 
we charge for. In some cases an empty boat is charged only at half the 
rate. 
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The President. Q.-Does the charge also apply to river navigation? 

A.-There is only one case where there is a river toll and that is on 
Gteamers and fiats passing through .the Sunderbans. They are charged at a 
rate· per vessel per trip. It is a very moderate rate; it is only ten rupees 
per vessel per trip. In the case of the J\:Iadaripur Bhil there is a large 
amount ·of steamer traffic but we make no actual measurements. We charge 
a rate on the cargo carried as shown in the ship's manifest and we also 
charge on the tonnage of the steamer. Assam traffic pays more than the 
~'achar, while local traffie pays the most. There is another alternative route 
io the south. The benefit the steamer companies receive is the shortening 
of the distance by 115 miles. We really charge proportionately to the amount 
of distance saved. · 

Q.-There is no charge on the Hooghly river. 
A.-No. 
Q.-could you not make it an annual charge? The plan would be to regis. 

ter the boat once a year and give a license for plying the whole year. 

A.-,Ve have not gon~ into the question. ·The present system works 
very well indeed. The cost of collection is very small and the toll 
-collectors who must be retained for measuring boats also collect the mani­
fests. 

Q.-Why is it necessary to collect manifests? 
A.-We assess on the cargo shown in the manifests and the companies 

pay monthly. 
Q.-In sea-goting traffic there are two classes of tax, one for the benefit 

of th.; mariner on the ship and the other is for the convenience afforded for 
the passengers and goods. The proper way would be to tax the tonnage 
of the ship. · 

A.-It couldbe done. It does not make much difference which way you 
assess. 

Q.-What I am driving at is, is it necessary to go into the question of 
what they carry? 

A.-Well, we have to keep certain statistics for water borne traffic. 
Q.-Your statistics for river-borne trade ·are similar to the railway-borne 

trade; the latter has been abolished. Do you think there is any use for 
your statistics? 

.4 .. -I cannot say what use they serve, but we send in these statistics to 
the higher authorities. Sometimes they are useful; for instance, in financ­
ing the Howrah bridge, the statistics have served a useful purpose. 

· Q.-You have never considered the question of simply registering the 
boats and charging them every year. · 

A.-We have not considered this question. Our present system is so 
simple that you cannot have a simpler system than we have now. 

Sir Percy Thompson. Q.-I think yours is the fairer system, to charge 
on the cargo carried. 

A.-1 think it is. The man who actually benefits is the consignee and 
he pays for it. 

The President. Q.-Do you earmark the funds realised from tolls? 
A.-No, they go to the general revenues. 
Q.-Do you keep any account to know whether the Government makes 

any profit or not? 
A.-Yes. We have revenue reports. 'Ve have just passed through a vecy 

had year of trade depression, but matters are improving and in our biggest 
steamer channel, I think, without raising the toll when the trade comes 
back fully, we will be able to pay the interest charges. 

Sir Percy Thompson. Q.-Are there navigation tolls on any of the canals 
you mentioned? 
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A.-Yes· in the case of the Midnapore canal which is chiefly used ·for 
:irrigation, ~avigation tolls are also levied. I think there '."ill be two channels 
:that will prove productive before long. Now we .have raised the toll «?n the 
Madaripur Bhil, it will perhaps prove p~oduct1ve, and the othe~ 1s the 
Hijili canal. But I do not think, there 1s any chance .of the ~!hdnapore 
canal proving productive. I think the two I have ment10ned w1ll be pr«?­
.ductive. In the case of the Midnapore canal we have very severe competi-
tion from the Bengal Nagpur Railway. ~ 

The Maharajadhiraja Bahadur of Burdwan. Q.-Why was the toll which 
you were levying on the Nadia rivers given up ? 

A.-Because we found we were losing heavily on account of railways havin& 
been opened on both banks of the river. 

The President. Q.-Did you start to charge tolls on river traffic P 
A.-We were charging tolls for many years on the Nadia rivers ; the 

railway extensions on both banks of the river practically took up an· traffio 
.and we therefore abolished the toll. We spend a good deal of money in 
maintaining the rivers. 

Mr. H. C. LIDDELL, I.C.S., M.L.C., Secretary to the Government of 
Bengal, Judicial Department, was next examined. 

Written memorandum of Mr. Liddell. 

Q. 88. Stamp duties deal with instruments and not with the transactions 
leading up to the bargains. A vendor may convey property without executing 
any instrument and in such cases he pays no stamp duty. Stamp duty is 
realised by the Crown only in certain cases where the party elects to effect a 
transaction by means of an instrument: it is thus merely a means of collecting 
taxes on certain transactions when these transactiom are carried out in a 
particular way. 

There seems to be no uniform principle in deciding the basis on which 
duty should be levied. A deed conferring authority to adopt is chargeable 
with 10 per cent duty though the authority may never be acted upon. In 
1899 an instrument recording adoption was made liable to a like duty on the 
ground that very valuable rights were often conveyed. If the transfer of 
valuable rights is to be the reason for a stamp duty the amount of duty 
might be made to vary with the value of the rights and transfers by regis­
tered deed might with advantage be made compulsory. If the value of the 
rights which pass by the transaction be the criterion for duty, transfers of 
securities by endorsement seem equally dutiable. 

A gift is liable to 1 per cent duty like a conveyance, calculated on the 
\'alue ' as set forth in the instrument'. There seems little reason why a 
person paying the full market value for some property should have to pay 
the same in duty as a person who is getting similar property for nothing. 

A gift pays 1 per cent, a settlement pays ! per cent, transfer by delivery 
pays nothing: revocation of a settlement or trust pays a fixed fee. It is 
not easy to find any logical reason for the assessment of different scales in 
such cases. 

The levy of duty on ' the value as set forth in the instrument' tends to 
benefit the dishonest. 

Stamp duties are a form of automatic taxation applied by people to their 
own transactions : the law requires therefore to be fully stated and clearly 
stated since it is the people themselves who interpret it. It does not help 
matters when it is found that the definitions differ from ordinary usage (e.g. 
definition of Bill of Exchange). ' 

Where the value of the property which passes becomes a standard fer 
assessing duty in some cases and seems a perfectly equitable basis of assess-
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.inent, a similar standard might be applied to cheques or to receipt stamps 
or to both. 

The exemption from duty of renewals of debentures and of renewals of 
insurances seems unnecessary: duty on such renewals has the same justificn-
tion as on the original transaction. · 

Q. 89.-The suggestion that stamps collected on judicial proceedings should 
. be limited to the amount required to pay the costs of the courts would be 
found unworkable in practice and it would be impossible to frame any equi­
table or uniform system of assessment. It would result in a' system of pay. 
ment for work done which would only result in an uncertainty which would 
be fatal. Any such system must result in embarrassing surpluses and em­
barrassing deficits: the amount of litigation is always fluctuating and the 
number of courts needed to deal with it is constantly varying. On how many 
years experience would an average be struck? An alteration in the law may 
reduce the work of the courts: another alteration may increase them. Cer­
tain cases tried in certain courts give rise to no appeal: similar cases tried in 
other courts admit of an appeal: the cost of maintaining a court of appeal 
should not on this principle be debited against those cases which cannot reach 
a court of appeDl. Any fluctuation in the rate of fees would make adjust­
ments ~. matter of great difficulty and lack of uniformity. A obtains. a 
r!lmedy against B fo1· which he has paid at a certain rate then prevalent: on 
appeal the order is reversed and is paid for at a different rate then 
pr>lvalent: if the old rate is made applicable to cases instituted while 
it_ was prevalent there is the anomaly of similar cases paying at different 
rates for the same remedy: if the rate which will eventually be charged is not 
known in advance there will be intolerable uncertainty. 

It seems neither possible nor desirable to isolate Courts of Justice: these 
are only a part of the State-system. The State may and does draw the distinc­
tion between civil wrongs and crimes at whatever point it cares to determine, 
leaving private parties to seek their own remedy in some cases and prescrib­
ing jail and fine (or worse) for other cases of a similar kind (not always more 
severe or serious, e.g., adultery and defamation in India). The whole moral 
effect of jails and police lies, however, behind a great part if not the whole of 
Civil Law. Anything which adds to security or to the sense of security helps 
the cause of justice. The same may be sa.id of education and religion. Where 
such assist materially though indirectly in the administration of justice 
their costs also might legitimately be charged in part to the cost of justice. 
Conversely the punishment of offenders and the victory of right over might 
inay have an effect in other spheres of the social life. It is not humanly 
possible to decide how the cost of the courts ought to be distributed. 

Resort to the law ought not in India to be taken as equivalent to ability 
to pay : there is probably more champerty afoot in India than comes to 
light. There can, however, be no doubt that resort to the Taw is in many 
cases inspired· not by any grievance real or imagined but by mere feelings of 
personal animosity. With some, litigation is a hobby. With others it gives 
scope for the working of an inborn gambling instinct. With others it takes 
the place of ~port. Perhaps in the majority of cases and certainly in the 
great majority of el.ecution cases one feels that a plaintiff who has a good 
case is faced by an antagonist whose only desire is to raise all sorts of obstacles 
to hinder or defeat a just claim. · In such cases it seems legitimate to tax 
(and to tax heavily) the party who eventually has to pay for what is really 

· a form of malicious pleasure. 
Q. 90.-Stamp duties on deeds of disposal or transfer of property cannot 

b'3 legitimately said to be levied in restraint of trade. Where a person makes 
a transfer of property in such form he or the transferee and possibly b_oth 
have many other considerations in view, e.g., certainty of title or of subJ':ct 
matter, security, convenience, avoidance of journeys to take delivery, avmd­
ance of future trouble, etc. For such objects as for insurance people do not 
object to pay and should pay. It is open to them in petty cases (under 
Rs. 100) to transfer otherwise in which case no stamp auty would be payable. 

To say that such duties are levied in restraint of other forms of personal 
..,nd socia,l utility is to lay a. charg~ which might be laid against any form_ o~ 
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(>Xpenditure and against every tax even of t1e most laudable a~d equitable 
kind. It seems a particularly b?-seless ?h:ange against stamp. duti.es on deeds 
()f transfer where very substantial additiOnal advantages ate gamed by the. 
execution of a deed. 

Q. 137.-Duties on inheritanc~ and succession in.the form of an estate d':ty 
are in my opinion among the fmrest and most eqmtable of all forms of ta~a­
tion : 1t seems but a small return or repayment to .the State for the secu_nty 
under which alone the property could h?-ve ~een ~llth~r ama~sed or ~etamed 
:and enjoyed: it is levied en property whwh smce It still subsists at his death 
was not a necessity to its owner and to. which no one else ~as other than a;. 
moral claim and it is levied at a time wnen the real owner IS not affected by 
the pa11ment. . 

Q. I38.-The proper basis of assessment in such cases seems to ~e the SIZII 
<lf the estate left. We seem in such cases to be concerned only With the d-:­
<lease<l his estate and the 'State. The size of his family, the number of his 
relatio~s and the degree of relationship or family affection seem absolutely 
immaterial. A has amassed certain wealth for which he had no need and 
which he did not give away: he might have dissipated ~he whole of it (I lea~e 
aside the case fif ·an entailed estate): no one before his death had any vahd 
.claim to any part of it: the State's claim arises at the moment of death 
before any one else gets the property and there seems no reason why the 
amount which the State claims should be affected by anything else than the 
:amount left. 

To graduate the tax on t'he degree of relationship with the testator may 
be to ignore and perhaps defeat the intentions of the person who had the best 
means of knowledge. Such a ground for graduation seems to have no logical 
basis other than t'he pr<&verb • Blood is thicker than water ' ; it rests on an 
:assumption of tfamily :affection which is often sadly belied by the facts of real 
life: and such a basis might equally well be used to justify the payment of a 
higher rate of duty by a near relative. It is not for the State to say " A is a 
grandson and should get it cheaper than B who is only a sister " for in suclt a 
.case the State i8 not in ·a position to pass an opinion on the merits of the case 
and is just as likely to do injustice as the reverse. In case of succession some 
such difference in scale rn:ight perhaps be justified on broad grounds but H is 
'bound to be arbitrary and no two _nations seem able to agree as to how the 
scales should be arranged. 

To levy according to the amount inherited by each heir only goes to su ;,gest 
-that certain amounts should pay nothing at all. The number of heirs or the 
:amount inherited by each seem to be irrelevant in the case of an estate whether 
testate or intestate. Each heir is getting something for nothing and it ;., Jtu 
hardship that a1l should pay at similar rates: by levying on the estate left by 
the deceased at a rate wliich may legitimately vary with the amount of :the 
-estate and dividing the balance among the heirs or successors according to the 
will or the law of succession, inequality is reduced to a minimum and the wisnes 
of the deceased wiT! be best respected. 

In India there arc complications due to the personal law as may be seen in 
the case of Musa1mans w'ho may only will away one third of their property <ttl(i 
whose estate is divided among certain specified heirs in specific shares. The 
·system of levying on the estate and graduating according to the size of the 
estate seems the onlJ system apportionate to India. 

Q. 139.-(i) It seems difficult t01ay down that taxes on inheritance shouiG 
'be unchanging. If the State finds that it does not require the taxes it has lin 
justification for levying taxes. If it can remit taxes in part it ought to llu 
so. In the case of inheritance and succession duties in most cases nobody is 
very prej1_1dicially affected for every one stands to' get more tha~ they are 
really entitled to. Where, however, the State does I·equire the taxes on what 
principle should it levy? This seems really to depend on the reas~ns which 
1:11ake t!Ie taxation necessary and on Whether the costs should be borne in the 
mnn~d1ate future or ma:y be spread over .the generations to come. No verv 
defimte an_s'."er can be gwen on _general lines. I do p.,c.t however agree with 
-the propositiOn as stated. 
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(ii) 1his proposition is laid down with embarrassing vagueness of/expres· 
sion, such that I am unable to discuss it. 

(iii) The solution suggested seems to be the best under ordinary circum. 
stances, but even as expressed it indicates one condition of success, for it refers 
to a l!'ederation where ·the States which join the Federation may have very 
different rights and may abandon or retain their rights when they join th~r 
Federation. It ma;v not be possible or practicable in all cases ,to levy duties 
on Federal lines. There seem to be some such difficulties irl India where 
different nations have different personal laws and where eveh Hindus may 
belong to different schools with different laws of succession. In applying such 
a proposition to India very difficult political questions at once arise. A differ­
ence in the laws of devolution of property may result in one province getting 
little 'profit out of such a tax owing to difficulties in assessment of the estate 
which passed or in collection of the duty. It seems that in the absence of 
what one may call an all-India spirit one province may object to be taxed on 
an all-India rate because of the needs or difficulties of some other province. 
Prima facie it would seem that inheritance ana succession duties should be 
dealt with on lines a.nalogous to income-tax but it is possible to draw many 
differen~es. The Committee which recently considered this question here in 
Bengal were agreed that the rates or scale should be provincial and open to 
alteration by the province. This may seem to be prompted by provincia{ 
·politics or inter-provincial rivalry and to involve difficulties in practice 
connectild with assessment of a business ext<mding to different provinces but 
it seems likely that the weight of argument is in its favour in view of the great 
difference as between the different provinces both in law and jn prevalent 
conditi.)ns. 

Q. 140.-I can suggest no scale as one which is prima facie applicable to 
Indian conditi.ms. 

Q. 141.-The joint family system raises many difficult questions-specially 
under. the Mitakshara law. There is here no ' succession ' properly so called 
but survivorship. The survivors benefit by the death to the extent of the 
share of the estate to which the deceased would immediately ·before his death 
have been entitled on partition. This seems to be a workable basis on which 
to levy an estate duty. It would however be difficult to apply this to ali 
cases to which theoretically it should apply. Rights are acquired by birth 
into the family and every death enlarges th' beneficial interest of the survi­
vors even where the death is that of an infant or child. The death of a young 
child or infant may have a greater effect in increasing the shares of survivor& 
than the death at the same moment of an adult: but the infant's death is 
likely to escape the notice of all but its immediate relatives. Unless registra­
tion of deaths is compulsory, many cases where property passes by survivor· 
ship will never come to light. One result of this seems likely to be that 
one school (e.g., Dayabhag) may feel that their system of law involves heavier 
.taxation.than the other. To tax the estate on the death of the 'ltarta' would 
in most instances work harshly. There seems to be a tendency for the oldest 
male member to become the ' ltarta ' and though it would pe easier to know 
Y'hen the ' lca1·ta ' dies and to levy duty accordingly, such deaths naturally tend 
t•• follow each other more frequently than where the son succeeds the fathei'. 
To avoid the duty by appointing younger ' lcartas ' would be disastrous alike 
io the property and to the joint fainily system. It se~ms doubtful whether 
there is suffici.omt mortality experience to enr.ble. an eqmtable scheme of taxa­
:ion on the death of the ' karta ' possible. 

An imnual or p6riodical levy seems unjustifiable where other equitabfe 
;ssessment is feasible. 

Q. 142.-This proposition seems quite tenable. 
Q. 149.-The difficulty descri?ed as 'u~answe~able in the case of small pro­

,i'ietors ' would hardly be peculiar to India but It does not seem to be stated 
·l'ith accuracy so far as India is concerntJd. The death of the ~ head ?f the 
familv' has not the importance in the Mitakshara school than 1t has m the­
DayalJhag after the family has been joint for one or two generations. The 
' head of the family ' need not be an earning member at all and he may be' 
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the reverse : in many zamjndari families even in Bengal the 'head of ~he­
familv' may ':le the only male member who does no real work, the ~ons .bemg 
in bu;iuess or service and the rents of the ancestral property accrumg .m the 
absence of the ' head of the family ' through the act,ivitjes of a?- aF~nt: It does­
not require ·an ' earning member ' as the ' head of the fa:m.Ily m ~rder . to­
' make the property pay ' in all !lases. In the case of 31 divi~ed family :mt~ 
young sons there may be hardship but I Cl;tn find ~othmg whwh would Ul;di­
cate hardship in the case of a 'small pro~netor' with grown-up sons e:n·nmg. 
g()ocl money. 

Further the share of the ' head of the family ' which passes o!l death and 
on which duty might be levied is not necessarily all that the family has: noT 
is it the sole occasion on which duty would be levied. 

The argument seems misleading in its general form. It does not even state 
whe'ther the suggested minimum of Rs. 5,000 means the gross or the net value· 
of the estate .. 

!). 144.-Payment might be made a charge on the estate payable by the· 
' Karta ' of the family or by any person or persons jointly and severally to• 
whom the interest of the deceased passes or accrues. 

No inheritance or succession should be-recognised without a grant from a· 
competent court of probate, letters of administration . or succession certi­
ficate. It seems to be possible to enforce this in the case of landed property on 
which cesses have to be paid-the Collector moving the court in the case of' 
tho death of a registered proprietor to call upon the heir or successors to take· 
out Letters of Administration and provision being made to penalise delay· 
or evasion by the levy of duty at an enhanced rate or by the levy of a dai1:r 
oJ' monthly fine. 

Stocks and shares and bank deposits and accounts seem capable of being· 
reached to some extent at least. 

In the case of other movables the difficulty would be no greater than is' 
at present experienced in the case of applications for probates, etc. Objec-· 
tions may safely be anticipated, e.g., that some property is separate property· 
of some other member or that it belong& to some other person: such objections 
give a deal of trouble at present in cases of intestacy, etc. (though they are· 
not so frequent in my experience in probate cases). It seems possible however' 
to exclude altogether from estate duty the really small estates (say up to· 
Rs. 10,000) in which movables of paltry value are not likely to be of r~·lative 
importance sufficient to lead to serious objection: the cost of fighting the duty­
by making an objection in court would in most cases be much more than the· 
duty imposed. 

The valuation of estates would require a special agency which might become 
a very large body requiring organisation and control but such work is at 
present being done in a small scale in the mofussil and there ought to be no• 
difficulty in getting the work done or the men to do it. 

Q. 14.5.-I have no suggestion to make. 

Q. 146.-In the absence of anything of the nature of reliable statistics' 
which would indicate the real incidence and effect of the duty it is not pos­
sible to suggest an exemption limit suitable for India as a whole or even. 
for a P.articular provi'!ce. .It. might ~n ,fact be desir!l'~le for each province 
to set .Its own exemptwn. lu:mt to smt Its own co~di~lOns just as it might· 
be desirable to have provmcml rates. It has been mdicated in Mr. Birley's 
note that estates under Rs. 10,000 value in Bengal yield at present very little­
by way of duty. At present estates of the value of Rs. 2,000 net are exempt 
from duty but in some cases probate has to be taken. In some cases where· 
estates are under Rs. 1,000 gross value at the date of death the Administrator­
General may grant certific:'tes ~nder Act III of 1913 on payment of graduated 
fees. It would seem feasible (t) to extend the power of the Administrator­
General so as to deal with estates up to Rs. 2,000 gross value (excluding Sav-­
ings Bank or Provident Fund assets) prescribing a fixed fe~ for such caseR. 
(ii) to allow nominal cha:oge for ordinary estates up to Rs 5,000 gross vaiue;: 



462 

·(iii) to graduate the rate of duty applicable thereafter-the rate of dut~ being 
·leviable on the net value. ;' 

As experience was gained, it might be found possible to raise the limit (say 
rto Rs. 10,000) on which merely a nominal charge is made. ' 

Mr. Liddell, gave oral evidence as follows :-

The P1·esident. Q.-You have given. us two notes, one on stamp duties and 
-the other on succession duties. You regard the main principle governing the 
·rates of the former as imposing what the traffic can bear. 

A.-I see no reason why that should not be the principle. 
Sir Percy Thompson. Q.-I think your main criticism of the·stnmp duties, 

·so far at any rate as the rntes in India are concerned, is thnt they are quite 
'illogical. . 

A.-There is want of method and want of principle. Some of the dutieg 
.are quite illogicnl. It seems to be possible to achieve the same result by 
executing do(."Uments paying different rates of stamp duty. You can do it by 

-transfer or by drawing up a settlement deed nt ! per cent. or a gift at 1 
per cent. Government securities may simply be endorsed by transfer, instead 
.of selling them in which case you \VOuld pay a stamp duty. 

Q.-Does that apply to anything ·else, other than Government securities? 
·In England it is quite intentional, there is no stamp duty levied on the 
--transfer of Government securities. 

A.-According tt> the Stamp Act; a duty would have to be paid on the. 
-transfer deed, whether the transfer was with or without consideration. 

Q.-Why should you not hnve the stnmp duty on a. gift as on a sale? 
A.-If you are achieving the saine purpose by effecting a settlement, why 

-should you get off cheaper by settlement? 
Q.-You are not, because when you effect a settlement, yon are only giving 

.·a limited interest. 
A.-The limited interest may not be so different. 
Q.-The usual'thing in the case of settlement is the life interest, which is 

,surely somewhat different. I understand your criticism· is that ! per cent is 
chr,rged on the value of the property although the whole value of the property 

.. does not go to one person. 
A.-In certain cases of interest that may be equitable. 
Q.-You say that a gift pays 1 per cent, a settlement pays t per cent: 

-transfer by delivery pays nothing. What cases of transf~rs by delivery do 
-you refer to? 

A.-I :refer to ordinary goods. 
Q.-In the case of a share certificate you do not cnarge any duty on the 

registered holder. What you get is the duty at 1 per cent. on the transfer of 
-the security, but when it is a bearer security, you do not get anything on the 
'transfer and consequently you charge a high duty on the share certificate. It 

-is pei:fectly true that this share certificate to bearer may be transferred a 
imndred times or once. In one case it does not evade the duty, in the other 
it evades it over and over again. Does that really constitute a condemnatioc 
ol the stamp duties? 

A.-As a matter of fact, in the stock exchange here they altered the proce­
. dure in some way or other on the ground that the duty on these transfers was 
only payable when the transaction was concluded. 

· Q.-That seems to be a weakness in your stock exchange practice. 

A.-'l'his question came up to me for opinion. According to the definition 
-in the Stamp Act, the duty is leviable on execution and execution is mere 
, signing and nothing else, it is not 'completion of the transaction ' at all. 
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Where it is signed by the seller, even in the form of a bla.nk transfe~, the ~x~-. 
cution seems under the Act to be complete and duty leVIa-ble at th1s stago. 

Q.-The trouble is that there may be dozens of trans~erees. . 
A.-I spoke to one of the bankers here and told h1m that I shoul~ hke· 

to see a test prosecution. ·He told mE! that he co.uld show me hundreds s1gned' 
even by High Court Judges, He h1mself considered that Government lost 
lakhs of rupees by these blank transfers. 

Q.-Have you ever considered the possibilit_y ?f enacti~g a. la'; that. a 
transfer must be registered with the company w1thm a certam t1me. 

A.-I find that it was discussed in India in 1899. I think it was discussed· 
when the Stamp Act of 1899 was being .passed .. The shares went through 
countless hands and eventually one duty was lE!v1e~ when the transfE!r was· 
reo-istered in the hands of the company. Legislatwn to remedy th1s was­
de:med to be outside the scope of a Stamp Act. 

Q.-I think it very possibly is the case. But if it is a desirable provision; 
it might be incorporated in the Stamp Act. 

A .-If you buy shares simply on a blank transfer and. send it to a b3:nk, th&­
. bank will apply for it to be registered forthwith even Without express mstruc-­

tions; some banks are prepared to do this, others are not. 
Q.-Do you think that the remedy suggested in 1899 would be effective? 

How about the case where the transfer was not dated by the transferor and the· 
date merely put in some years afterwards when the last transferee wanted to 
register? 

A.-It would probably be difficult to bring it home probably. I do not· 
quite see how to tackle it from the point of actual practice. I feel that there· 
is a tremendous leakage of money that ought to be got hold of, if possible. 

Q.-Can you refer us to any file or anything on which this question was. 
discussed? 

The P1·esident. Q.-1\Ir. 1\Iarr promised us some notes yesterday. 
A.-I think that file may have come to me from the Finance Department. 

[ do not think I will have anything in my office, but I know exactly what I' 
want and I will look up the papers. 

Sir Percy Thompson. Q.-I think it would be useful to see how far the· 
question of a remedy has been discussed. 

A.-There might be something in the proceedings preliminary to the Act 
of 1899; reference would be found in the introduction to Donogh 's Stamp· 
Law.* 

The President. Q.-It has been suggested to us that dividends should only· 
be paid to the registered holder and that there is a ruling in Bombay that a• 
registered shareholder is a trustee for the actual holder of the share. 

A.-If he can shift the responsibility.on to somebody else, it is all right. 
Q.-Would legislation to that effect help? 
A.-Some people, I am afraid, go in for these transfers simply as a means~ 

of dodging income-tax. If they are dealing with them along that line nothing· 
will stop them. ' 

Sir Percy Thompson. Q.-That would only enable them to escape super-. 
tax. 

* I was asked about the reference in the Stamp Act. It is Section 55 On 
page 21 of the Introduction to the Stamp Law, Mr. Donogh deals with blank· 
transfer deeds: " It does not seem to us possible as a matter of regulation of 
stamp duty to interfere with it. We have therefore not made any alteration 
in the levy of the duty, but I intend to make a reference to the Chambers of· 
Co~merce and to <?the~ comme;c_ial bodies in order to find out whether they 
desire that any legislattve prov1s1on should be made even in the Stamp Act or. 
iu any other way which would have the effect of altering the practice in res­
pect of transfer deeds." That was the speech of the Member in 1899 in intro-. 
ducing the Stamp Act. He probably referred to Chambers of Commerce and: 
there must be some papers on this specific point in the Government of In<lia. 
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A.-I· do not know exactly how it is worked out in practico where the, 
11erip is running round the market. I have no practical experience of that. 

The P ·csident. Q.-They would merely show it as a capital transaction in 
¢he accounm. 

A.-Yes, but the dividends would have to be paid to somebody eventually. 
Sir Percy Thompson. Q.-So far as the State is concerned, th~ State gets 

;its income-tax. The man dodges super-tax all right. 
· A.-When· the tax is l•JV-tlble from the company, he will not dodge the 

income-tax. 
Q.-Supposing you had a provision that the company would only pay to 

the registered holder, does thnil help this difficulty at all? Supposing it pay~ 
·to the registered holder, legally the registered holder is merely a trusteee 
and under the present practico the register~d holder is ret>eiving it. 

A.-It is a difficult thing. There may be something i!l the earlier discus­
.sions; I should like to look jnto them. 

Q.-You say that the levy of duty on 'the value as set forth in the instru-
ment ' tends to benefit the dishonest. What do you mean by that? 

A.-It is practically an incitement to undervaluation. 
Q.-If it is a sale? 
A.-On a conveyance it may be all right, though in Bengal all things are 

.possible. 
Q.-Haven't you got a penalty for inserting a wrong consideration in a 

·Bale deed? 
A.-That does not seem to be there, but it might be quite possible to 

.detect cases of undervaluation, for instance, when the same property comes 
11p soon after in connection with probate where there is an actual valuation. 

Q.-I am rathe~ thinking of sales. Haven't you got a penalty for not 
inserting the true valuation? 

A.-There may be, but I doubt whether we have the means really to ·enforce 
·it. We have not got the staff to watch it. 

Q.-Would you prosecute in a case where it did come to light? 
.4..-It really comes to a practical difficulty just as in the case, for instance, 

of perjury. If you start prosecuting every case of perjury, you will have to 
·have special courts. You have to pick on a particularly bad case. 

Q.-In England we have exactly the same provision. In cases of wrong 
consideration, the company first of all gives information, because the com­
-pany itself does not like its shares being sold at a low price. Would not that 
'be the case here? 

A.-I have only heard of one instance of that sort. So far.as I remember 
it was the Pench Valley Coal Company. In tliat case there had been no 
transaction for some time and the shares, so far as I remember, had gone dow11. 
from 35 to about 25. Then the Company woke up and moved in the matter 
..but found men willing to sell their shares at 25. 

Q.-Probably it was the real consideration. 
A.-Apparently that was, but that is the only instance I have heard of v . 

. company waking up to take action. 
Q.-In the case of a gift, where the duty is on the value of the property, 

.are not steps taken to have the valuation of the property tested? 
A.-I have never known that. 
Q.-Don't you think it is worth while to do so? 
A.-The different branches of the offices would have to be brought a great 

and closer together; at present they are more or less water-tight. .As a matter 
-of fact, the Collector is the District Registrar. If he got information of the 
registration in the Registration Office and got to work at once, he might be 
.able t<> do something. 

Q.-If there is really a large leakage of duty, is not it worthwhile to make 
.registration compulsory? 
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A.-I should like to see some searches made ~n the Registrati~n Offices and 
get some figures to. see whether it !s. 'Y<!rth while, beca~se one Is· merely sus­
picious and one thmks of the possibilitieS of exaggeration. 

Q.-Does the whole duty amount to anything substantial? 
A.-You would have to ge.t that from the Registration Department. 
Q.-Don't you keep the yields from the various heads? 
A.-We may, on the revenue side. 
Q.-Do you know the amount of duty you get out of agreements? 
A.-I could not tell you. 
Q.-Do you know when a particular duty is raised whether the yield is 

Increasing or not? 
A.-They know it in the Financial Department. 
Q.-How will they know? 
.'1 .• -I have never seen their registers, but I presume that they can get 

particular yields from the Registration Offices. 
Q.-You suggest the imposition of stamp duties on transfer of property. 

Take, for example, a duty on cheques. The amount of duty you could charge 
on cheques is limited by the cost of making the remittance in oth~ ways. 

A.-One might sl'nd by insurance or registered letter or money order. Still 
{ think that there is something gained in addition, i.e., a sort of security. 
You have the counterfoil in your possession. 

Q.-There is a limit to the amount you would pay for that. 
A.'--If you sign a cheque for £1,000, it might be worth a great deal more 

than the 6d. stamp you might put on it. 
Q.-As long as you can have your cheques stamped to a uniform duty, it 

is convenient to you; but if you have to go to the Post Office and buy a 6d. or 
lOd. stamp, it woulcl. put you to a great deal ;_f inconvenience. 

A.-Yes. 
Q.-Take another analogy: the receipt ~tamp duty which you have sug­

gested might be graduated. In 1880 it was graduated in England and it was 
repealed purely and simply for the reason that the amount of revenue derived 
from it was far less than it would be under the fiat rate of duty. By having a 
graduated receipt stamp duty, the revenue was losing money. 

A.-The leakage ought to be found out. 
Q.-There is no leakage; the duty is only payable -where a receipt is 

demanded, but if both sides agree, no receipts would be given. 
A.-You may make the grant of a receipt compulsory by legislation. 
Q.-That would be all right when a person demands it; but if two sides 

agree that no receipts need be given, what would happen? 

A.-I am afraid I am presuming that they are both honest. What occurred 
to me in this connection was this : in levying amusement tax here there is 
g_reat difficul~y in adjus~ing the ~mount o~ taxes. There never is an~ propor­
t~on. II~ Switzerland, If the priCe of a ticket was 3 francs, the price of the 
ticket with the tax would be 3·30. A stamp is stuck across the perforation 
between the counterfoil and the ticket and when you buy your ticket you 
pay 3-30. 

Q.-That is the business of the theatre; but we do not keep stamps in differ­
ent denominations. 

A.-One keeps one-anna stamps and two-anna stamps for home letters and 
thin~s of that sort. In the old days here, one had to keep a special form of 
receipt stamp. When I came out 20 years ago, I had to keep receipt stamps 
which l!Sed to be twice the size of the present stamps. 

Q.-That was why it was probably abolished. 

A.-You usually keep three stamps now, the half anna the one anna and 
the two anna stamps. There is not much difficulty after ali. 
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Q.-With regard to court-fees, you have possibly misunderstood the ques­
tionnaire. I do not think it is intended to convey that you should adjust 
your. court-fees actually in each individual case to the amount of work done 
but you should so regulate your coilrt-fees that in the long run the total of· 
the court-fees just about pays the cost of the courts . 

.4..-It is a difficult thing; how long is the rtln going to be? 
· Q.-You can aim at a sort of principle that the total of the court-fees 

should roughly correspond to the cost of the services rendered . 
.4. .-If it is to be for the services rendered on an average of five years then 

it means that if I sue a person in a court where there is no appeal: why 
should the appellate court expenses be settled on or affect my court-fee? I am 
not going to bother about the appellate court. I go to a Small Cause Court 
and sue. 

Q.-If you are not going to appeal, you won't pay any appellate court.. 
fees. If you go to a court on a case which is appealable then you will have 
to pay further fees. ' 

.4..-But if it is coming up to appeal, it may want another fee. If it 
comes up on reference, you will get the advantage of the appellate court. In 
a. revision court you will pay a cheaper fee than you would on the appellate 
srde. 

Q.-I do not think it is possible to apportion it exactly to the services 
rendered or to the amount of the expenses involved . 

.4..-It is impossible. 
Q.-On general principle, would you agree that your court-fees should be 

designed on a basis which will pay for the cost of justice? 
.4..-It sounds like the poor old Magna Charta phrase, " to no man will wo 

sell justice." 
Q.-Are you going to make profits out of court-fees? 
A.-In some cases, I should have· no hesitation. 
Dr. Pamnjpye. Q.-You are apparently going to pay what you get out 

of court-fees for the cost of education, etc.? 
A.-You can argue it that way. 
The President. Q.-To come back for a moment to the blank transfer 

question, if you were to legislate to the effect that dividends must be paid 
only to registered holders, in what Act would you insert that provision? 

.4..-The Companies' Act. . 
Q.-You said you would like to make a search of the Registration Office to 

see the extent to which the proper stamp duties are evaded. Would you 
make a search of civil court records also to see the extent to which the insti· 
tution fees are evaded? 

.4..-There is no doubt that the valuation. for civil court purposes calls for 
a tonic as well, because many of these valuations are very vague. 

Q.-Is there any reliable machinery existing to secure that the right insti­
tution fee is paid? 

.4..-There is no machinery. You generally find that the third ground taken 
in a written statement is that the suit is undervalued and so on. Other­
wise there is nothing. 

Q.-Is it not quite possible that the two parties may agree to fight it out 
as a suit for injunction or in a some cheaper way. You cannot always depend 
on the other side to fight on the ground of undervaluation, because they may 
be appellants in tht! next court . 

.4..-It is more oz less a stock. ground in a written statement. 
Q.-But does the court interest itself in it? 
.4..-No. It simply says, 'this issue is not pressed.' If it is pressed, of 

course, it is taken up first, the decision is come to and the extra court-fees 
are called for. 
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Q._:__Do you think it possible to have some sort of Governmen~ advocate to 
·see that the Government is getting its due? 

A.-There is already one. mini~terial officer there-the Sheristadar. ~e 
·"is supposed to check the plamts wtth regard to the court-fees that are patd 
&nd I have known of very efficient Sheristadars. 

Q.-Would it be practicable to have his work subject to ~crutiny by a 
•Government Auditor to ensure that no revenue escapes payment? 

A -I doubt whether it would be worth· it. If the Sheristadar objects to 
·the v"aluation, the J'udge calls the pleader concerned and decides the question 
.and that practically becomes final. · . 

Q.-Do you think there is any objection to an audit from the Government 
Jpoint of view? 

A.-This class of auditors are difficult to find; because you wj.ll have to get 
,persons with legal training. 

Q.-Do you think there is any <?bjection to that? 

A.-I do not see any possible objection. But one can get that automatically 
Jif the Sheristadars are lawyers or persons with good legal training. The work 
can be done by them. If the Sheristadar is, say, a B.L., he is a pleader 
:straight away and with his legal training he will be able to do it. 

Q.-Are you not making an assumption that every B.L. is doing his duty? 

A.-Some are and others may not be. If the B.L. is working under a Judge 
:and with his service book lying on t)l.e Judge's tab}e, he would probably do his 
·duty. Otherwise he will give place to better men who do their duty. 

Q.-You cannot always assume that the Judge is full of zeal for the Govern­
ment revenues. 

A.-Some would probably be. That is not his function. The position is, of 
•course, curious because in order to get the proper valuation the judge may 
have to give a JUdicial opinion as to the class of suit. But I think so far as the 
.stamp collection and revenue collection are concerned, it is not the duty of the 
.,Judge at all. 

Q.-It might be worthwhile to have a Government officer charged with this 
function. 

A.-Of course, one or two persons might perfectly be well appointed, who 
might pay for their cost a thousand times over. 

Q.-Just like the Chief Auditor of Customs? 
A.-Exactly. 
Q.-There is no objection to that? 
A.-No objection. 

Q.-When you say that the 'stamp duties are a form of automatic taxa­
tion applied by people to their own transactions, the law requires therefore 
:o, be fully and cl~arly stated since it is the people themselves who interpret 
~t , have you any tdea how you would proceed to state it more clearly? 

A.-So far as I remember these words :1re from a judicial dictum. I forget 
what case it was. I had not very much to do with the Stamp Act but when 
J was looking into and working it I found that when it referred to a Bill of 
Exchange, it included many other documents which really were not so and the 
definition was not identical with that of the English Bill of Exchange from 
which we had taken the word. 

Q.-Probably the difficulty has become greater since the Act was passed. 
A.-Quite. 
Q.-It may be brought up to date. 

A.-I am sure there is a Bill now. in circulation. There was a Bill ln 
circulation not long ago in which the opinions of all the banks and some 
commercial houses were taken in Calcutta. It is a Government of India 
Bill. 
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Q.-Would it be desirable that provinces should make their own defini­
tion for 'Bills of Exchange,' etc., which have different meanings in different 
provinces? 

A.-Unless vou get them into an Imperial Act, it simply leaves an open· 
ing for difficulties. 

Q.~Has not the provincialisation of general stamps led to a considerable 
number of anomalies? 

A.-Undoubtedly it has. 
Q.-Would you favour a return to an all-India Act? 
A.-I think it would be difficult to bring into an all-India Act all the 

documents which you find in some obsC'Ure comer ot the hazar in Bengal. It is 
extremely difficult. But until you have it done and can say whether a parti. 
cular document comes within a certain head, it is very difficult for the 
people to know where they are. 

Q.-Are there not a good many instances of documents which may or may 
not come into the definition, which will be taxed in some provinces and 
not taxed in other provinces? 

A.-It is now some years since I had to deal with this subject. But I 
do remember many years ago, curious applications coming in on a one anna 
stamp. Even though it was really a criminal petition, the tendency was 
to camouflage it and put it in with a one anna stamp under the head of 
miscellaneous application or something like that. 

Q.-Have you any experience of the distinction between a Vakil's 
vakalatnama and memorandum of appearance? 

A.-Nci. That question came up in connection with the Bar Committee. 
They discussed that question and I do not think that the Gove=ent of 
India have passed any orders on that. 

Q.-Are there documents included in the Court Fees Act that really should 
ceme under the Stamp Act? For instance, the stamp on a bill of entry? 

A.-Y~s. 

Q. Have. _you any experience of the working of section 19(e)-that i8, 
the penalty for undervaluation otherwise than by mistake? 

A.-No. I have not heard of any instance of that. 
Q.-I£ a party gave a very low valuation and the Collector puts a higher 

amount and the court held that the Collector was correct, would you take 
it as an undervaluation otherwise than by mistake? 

A.-It would depend upon the facts of the case. 
Q.-You say you would cancel exemptions on renewals of insurances? 
A.-Yes. There is a difference apparently between the practice in Bombay 

and the practice in Calcutta. I think it is in Bombay that most of the 
insurance seems to be done by brokers who· do not renew but effect new 
policies in a way that is benefiting their own pockets anrl the pockets of 
their clients and the result is that instead of having renewals they have a 
new policy because there may be a small saving in the premium. ·Bombay, 
so far as I remember, made some representation at an early stage of the 
Stamp Law with regard to this. Whereas in Calcutta, the practice seems 
to be entirely different; I do not see any reason why the renewal of an 
insurance policy should not be treated in the same manner as the original 
policy. 

Q.-The present stamp duty has no relation to the number of years for 
which the insurance is taken out? 

A.-No. 
Q.-Can you tell us where we can get an up-to-date index for these 

various cases relating to individual items of the schedule? We want to get 
down to details item by item. 

A.-I am not sure there is any up-to-date book on it. It is the Sheristadar 
that generally looks into these cases and disposes of them. If there is any 
dispute, the case is referred to the Judge. 
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Q.-Would you put the court-fees at the same rates in all the provinces? 

A.-There is a very strong temptation. to stiffen up certain clas~es of 
fees in certain provinces. We have now m Bengal 3,30,000 rent smts all 
going to be filed practically together next month. . 

The Hon!ble Sardar Jogendra Singh. Q.-Does 1t mean that the landlords 
are not collecting the rents easily P 

A.-That is it. 
"Q.-What is the percentage of suits filed which are contestAdP 
A.-I cannot say. Of the 3,30,000 suits, 3,00,000 are going to be un­

contested and on the average, from long experience, one can . say that .10 
out of 11 or probably more are going to succe~d. If these cases a~e _gomg 
to be fought deliberately, for whatever reason 1t may be--whether 1t 1s ,for 
sport or amusement or for anything else--the court-fees payable by the losmg 
party should be very heavy indeed. 

Q .-Will not these suits be tried in batches? 'rhat is, you . may have 
some 600 or 700 suits on one and the same issue and the judgment-will only 
be writt~n on one suit. 

A.-Yes; there may be hundreds of analogous cases and in addition to 
that they are not going to be contested, but in each evidence will be taken. 

Q.-Is the stamp duty properly collected on these? 
A.-Probably that is managed fairl;y satisfactorily by the office. After 

the suits have been disposed of they w1ll go to the record room where they 
are again examined. 

Q.-'-Do you frequently find that stamps are removed and wed again? 
A.-I have seen· instancks where stamps have bee~ removed but whether 

it was dishone.stly done or not, it is extraordinarily difficult to say. 
The President. Q.-Is the payment for copying taken in the shape of 

stamps at so much per 100 words? 
A.-Four annas a folio. 
Q.-You keep a pro forma account? 
,4.-Yes. 
Q.-Does it pay? 

A.-It makes a profit. At present the discussion is whether we should 
not increase the pay of copyists and typists. When we put up the stamp 
f~e they wanted more m?ney for ~heir work. They ar.e paid according to 
piece work. The comparmg clerk 1s taken on a certam scale on the fees 
thnt are realised. The comparing clerk is not taken into the establishment 
until the surplus of the fees realised fully secure his pay. 

Q.-You have suit notices against Government. 
,A.-I do not know how many a day, sometimes. 
Q.-Do they eventuate in suits? 
A.-The bulk of them probably do. 
Q.-Would you propose that suit notices should bear the court-fees neces-

sary for the suit which will be refunned if the suit is barred P . 
A.-In many ways it could easily be done· because there is generally a 

copy of the plaint filed along with the notice. ' 
Q.-Would it be a hardship? 
A.-It is quite possible it might be. 

Dr. Paranjpye. Q.--;-Is it not a fact that ordinary applications to Govern­
ment are not taken notice of? But when it is a notice of suit, action is taken. 

A.-I think that would be a most unjust accusation. 

Q.-The complaint is that people don't get orders on ordinary applica­
tions. But if notice is given Government gets afraid and the officers get 
afraid. 
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A.-In some cases one has to treat them lightly because we get so many· 
extraordinary requests. 

Q.-The Civil Justice Committee made a recommendation about the adop­
tion of a standard form for estimating the court-fee. 

A.-I have started looking into their report and I hope to finish it in the 
course of a month. 

Q.-Taking it that they have made a recommendation what are the items­
you would include in the account? It ia mentioned that civil work goes into 
criminal account. • 

A.-I would prefer to look at both civil and criminal as a whole. Where· 
they are performing a similar function of meting out justice I do not see any 
reason why the civil courts llhould not bear some share of the cost of the. 
criminal cour.s. 

Q.-How are you to draw the line? 
A.-That ia, I should think, humanly impossible except arbitrarily. 
Q.-Do the village courts relieve the civil courts? 
A.-Very considerably. 
Q.-Do you debit any charge in the matter of court-fees? 
A.-They pay their own way. The court-fees in the village courts here• 

are paid into the union fund. 
Q.-They have court-fees? 
A.-Thev have and 'the expenses are assessed at the time of the passing. 

of the decree and. that is paid to the union fund. 
Q.-In cash? 
A.-Yell. 
Q.-Have those courts any exclusive jurisdiction? 
A.-If both parties reside in the village and the cause of action ariaes in. 

the jurisdiction then . they may sue in the union court. If the valuation ia • 
under Rs. 25 then· on the request of the defendant the case may be sent to 
the ordinary Munsif's court. If it ia over, on the request of the defendant; 
it must be sent to the Munsif's court. It is not exclusive jurisdiction. 

Q.-Can a Munsif transfer a suit to the village court? 
A.-No. It is the other way. It is at their option to start in the union 

court. 
Sir Percy Thompson. Q.-Could you give us the reference about the · 

renewal of debentures in the Stamp Act? 
A.-It is section 59 of the Stamp Act. 
The Maharajadhiraja Bahadur of Burdwan.-Q.-You told us that you were 

about to write your report of the Bengal Death Duties Committee. 
A.-There ia nothing definite in it unfortunately. 
Q.-Could .,.ou kindly indicate to us as to what has been the general find­

ing of your Committee? For instance, on the question of the first principles. 
do they accept succession duty? 

A.-It came to us as a resnlt of the diacussion in-the Council in 1922" 
aoout the increasing of the financial resources and the possibility of death. 
duties and estate duties. Tliia Committee was appointed really to explore· 
the question and see, if it be decided to levy an estate duty, in what way it 
conld best be done. There was a difference of opinion in the Committee as· 
to whether we should at all express ourselves on the pros and cons of estate 
duty. There was a distinct cleavage of opinion on various grounds. Some 
said that death duties were unduly harsh. One said that the proposal was 
a breach of the permanent settlement: others said that though it seemed to· 
be perfectly equitable it was not. politically convenient. There was a distinct· 
cleavage of opmion along these lines. 

Q.-What we should like to know ia about two things that were brought 
to our notice by a Bengal witness. The fimt ia as to whether if an estate· 
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,duty or a succession duty was· levied it should consolidate all the duties 
-that are now levied such as probate, succession and so ~orth. · The second 
!POint is that if death duty were to be levied, up to what p~rcentage should ~he 
maximum be fixed. We want an idea on both these pomts. I should like 
to know if in your committee you have come to any general concl'!"sion, espe­
cially as Mr. Kinney and Mr. Birley have noted upon thi>~ questiOn. Apart 

·from the question as to whether it would infringe the permanent settlement 
in Bengal, did you consider these two points? 

A.-Except as to the maximum we considered the rest. We ha~ before 
us a Bill drafted on the lines of the Finance Act at Home. The hne that 

·the Committee took was really to examine that Act and see whether it was 
appropriate for Bengal. We found it was infinitely too complicated and 

·thought that the most convenient way to tackle. it in. Bengal was to ~a~e it 
:along the lines of which we already had expenence m probate, admlmstra­
tion and succesgion. So it would practically replace these and it w~s generally 

. conceded to give very much larger concessions in the lower scale and stiffen 
up it in the :higher scale. 

Q.-Regarding the stiffening of the higher scale, I take it you did not 
('()me to any decision as to the percentage. As :you have had experience in 

·the selling of estates and the handing over of the same in succession, can 
you tell us so far as the landed properties are concerned-supposing for the sake 

·of argument we did decide upon a death duty-the maximum that would be 
payable in a province like Bengal where land is concerned? Where securities 

'are con<.>erned it would be different. 
A.-It is extremely difficult to say. We will have to get at the net 

·value of the estate and make allowance for all encumbrances. I have no 
practical experience. The ·.net income of a zamindari in Bengal is practi<.>ally 
unknown to me. I should certainly think that it is by no means so big 

. as i~ has been represented to be. I would like to see tlie net income before 
I could fix any maximum. 

Q.-On an average in Bengal from land do you think that 10 or 15 per 
·cent. would be a fair percentage? 

A.-It would depend on how you are going to exact payment. 
Q.-So far as land is concerned, you would agree that we will have to 

'have instalments. · 
A.-Certainly, B 10 per cent duty on an eState of a fairly big size might 

me'tn a great deal more cash than a zamindar would ever have and it may 
be that the demand might come at a very bad time when the rents are not 

c forthcoming. 
Q.-As regards the proposal of Mr. Kinney of making them all into one 

·duty or lumping them together, are you personally in favour of that? 
A.--Even now there is only some glimmering of the meaning of probate 

. _duty a'?-d succession; duty. If you add another name and another duty there 
1s nothmg to be gamed. · . 

Q.-In your Committee was this question discussed? Your Committee 
simply ca_!Ile to a cleavage on a question of principle? 

A.-We went into it assuming that a death duty will be levied. We dis­
cussed as to how it _should be levied and what ~hould be levied. The general 

cresult was that there ought to be a duty, call it anything you like, on the 
analogy of probate on whatever property a person was capable of disposing at 
the time of his death, including in that. a share of a joint Hindu family. 

Q.-Supposing there were three brothers. The elder brother dies and the 
death duty was charged. Five years later the second brother died and five 
years later the third brother died. Did you consider that the duty should 
·be on the whole estate each time? 

A.-The suggestion of levying duty on the whole at the time of the death 
-of. each one seemed to me to be grossly unfair. We seem only concerned 
w1th the property or the amoun_t by which others are benefited. 
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Q.-Supposing a baby dies after six months. Did you consider ,;uch a­
case? 

A.-It is going to be extremely difficult to locate it, though on the death 
of that baby a big.!!er estate may pass than on the death of the grand uncle. 

Q.-Do you think it will be possible for you to send us a copy of th~ 
report as soon as it is ready. 

· A.-I will be delighted t{) send it to you. 
Dr. Paranjpye. Q.-You know in England after the Finance Bill of 1894: 

death duties were levied in two parts; one the estate duty and the other 
legacy or succession duty. 

A.-Yes. 
Q.-In 1894 when Sir William Harcourt introduced these duties there wail' 

a great deal of opposition to them. 
A.-Quite. 
Q .-Practically all the objections that are at present raised were raised. 

at that time also? 
A.-Yes. 
Q.-Experience has not justified those objections? 
A.-No. 
Q.-The Conservative party at that time stoutly opposed the imposition of 

these duties. But when they themselves came to power they did not remove 
them but they became a sheet anchor of their finance. 

A.-Yes. 
Q.-Those objections that are now being raised in India and will be raised 

henceforward were raised at that time and were found to be not valid. 

A.-I can recognise the existence of some conditions in India that were 
not present in England. 

Q.-At any rate these objections were raised at that time and probably 
will be raised in future with some slight difference. 

A.-Yes, chiefly as to the ruining of the family after the death of the earn~ 
ing member and that the tax would be a tax on accumulations and things of 
that kind. 

Dr. Hyder. Q.-All.the same, do you think the force of these objectioll& 
still persists? 

A.-Not in the case of Englishmen. 
Dr. Paranjpye. Q.-All their anticipations have not come true? 
A.-No. 
The Hon'ble Sardar Jogendra Singh. Q.-As the death duties have not 

been introduced here you cannot say anything for certain. 
A.-Probate has been working. 
Dr. Paranjpye. Q.-You know death duties are raised in all countries? 

A.-Analogous duties are raised in all countries. 

Q.-Even in Japan they are raised. The object of this Committee is not to 
levy any new tax but to suggest new taxes when the ~unci! may feel the neces­
sity to change the present system of taxation and find out new resources. We 
are not concerned with the actual immediate political questions. The actual 
levy will be in the form of a Finance Act and it will be in the hands of the 
Legislative Assembly. 

A.-Yes. 
Q.-There are two kinds of death duties-the estate duty and legacy duty. 

Do you agree that the fundamental basis of the estate duty is that on accouni 
of the existence of the State the man has been able peacefully to accumulaw 
euch an estate? 

A .-That is the ground on which I would justify it. 
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Q .-The justification for charging the estate d'!ty is first of a~l ~he duty 
is charged on the whole corpus of the estate provided of course .It IS . above· 
a certain minimum and the scale aoes up to 10 or 12 per cent. m the. 
case of very large 'estates, and I t\';ink it is 40 per cent in the case of 
estates over 2 millions. The minimum in England is £100 I think, and all 
estates over £100 are charged death duties gradually rising to over 10 per ce_nt, 
These are justified on the ground that the expenses of the State for allowmg 
the people to inherit their property should be ~et. But you suggest that the 
estate duties should be charged and legacy duties should not be charged. 

A..-Even now I cannot say that I am favourably impressed with the legacy 
duties. · 

Q.-Don't you think, howe_ver, that there is ess~ntial difference between the 
9Uccession by a son or successiOn by a second cousm? 

A.-There is some difference, I admit. · 
Q.-Then the man ordinarily accumulates property' in order that the per-· 

sons in whom he is really interested should be benefited? 
A.-That is the poini; I have tried to solve. Some degree of relationship 

must be defined so as to be able to graduate the tax. 
Q.-Ordinarily you would agree that there are different degrees of interest 

taken by individuals in the person who is benefited? 
A.-Undoubtedly there is. If a man has children he will have more incen­

tive to provide something for the benefit of his children than a man who has 
no children. ' 

Q.-Therefore ordinarily while the children can reasonably expect a certain. 
P.mount of provision from their father, there is no justification according to. 
the modern ideas that a distant relation should benefit to a very large extent 
from a relation in whom he was not interested at all. In this case it is cer­
tainly a greater windfall than to the children and the modern idea of taxa­
tion is to tax such windfalls because they are not earned and because they 
can be paid without interfering with any reasonable anticip~J.tions or expecta­
tions. 

A .-But I say in the case, for instance, of a legacy coming under some will, 
it may not be so much of a windfall as it may appear to be at first sight. The 
man may leave hundreds or thousands of pounds to a person who may have· 
rendered some benefit unknown. to any one save the donor. 

Q.-At any rate you would agree that a higher duty should be paid bv a 
distant relative than by children? -

A.-Well, on broad principles, it would be quite justifiable in intestacy. 
Q.-And this differentiation cannot be made if you were only to levy the 

estate duties? 
A.-No. You could not make that difference. 
Q.-According to your scheme all will have to be treated as the same It· 

cannot be given effect to unless you put both on the same level. · 
A.-I would go extremely slow in that case. 
Q.-At any rate, you would agree that at least in principle both these duties 

are justified. . 
A--Yes, both may be so justified . 
. Q.-Then.let us consider am;>the_r sid<l ol the question, that is, the accumu­

latiOn of capital. The great obJectiOn put forward against death duties is that 
they are a levy upon capital. Leaving this fact out of consideration is it not 
!L fact that. probably. t~e State mi.ght make much better use of the ~a pi tal by 
1ts own !lchon than If It w!l~ left m the hands of inexperienced people who d<>' 
not realise the value or utihty of the capital? 

A.-Well, Sir, one can argue the case in both ways. 
Q.--:Now let us consider th:e ac~ual circumstances of the case. In reply to· 

o questiOn put by ~he MaharaJadhiraja Bahadur, you were talking about large 
landed estates wh10h cannot pay down cash. Can you tell me how far these 
large estates when inherited in the ordinary way in Bengal have bene-
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£ted the industries and such other objects for. which large accumulation ot 
capital is required? 

A.~That, again, is a very difficult and general question to answer. 

The Hon'ble Bardar Jogendra Bi11gh. Q--How much do th~y help towards 
the stability of the State? 

A.-That also is very difficult to answer. 
Dr. Hyder. Q.-What Dr. Paranjpye means is capital devoted to industry. 

li am not quite sure if you would admit this principle. When the landlord 
makes much rent out of his lands and uses it for buying up more estates 
.surely, he is using that rent for increasing that capital. I ask you wheth~ 
the landlords in Bengal in buying up more estates, have been treating their 
-surpluses as capital or not? 

A.-Looking round Bengal I can point out several who seem to have put 
their capital into furthering their estates. 

Q.-Now I am going to ask you whether the zamindars are using their 
surplus!lll for productive purposes? 

A.-8ome of them are. 
The Hon'ble Sardar Jogendra- Singh. Q.-They also contribute a lot 

-tow~rds the revenue by means of customs, etc.? 
A.-I cannot say that as it is purely a domestic subject. 
Dr. Paranjpye. Q.-Is it to tqe great interest of the country that one land­

lord should buy up lands from another landlord and pay him the value of the 
land? So far· as stability is concerned, is it of any great interest to the land 
that land should simply change hands from one big landlord to another? 
Does it not tend to the small landholders giving up their land to the big land­
lords? 

A.--Generally the tendency is to take away the lands from the small 
holders. 

Q.-~ it very useful to the country? 
A.,:_! cannot say that. 
Q.-Don't you admit that where capital is really required is for the deve­

lopment of industries and other objects of that sort? 
A. Yes. 
Q.-Now I ask you whether the capital of the landlords is really used for 

this purpose? 
A.-I could not definitely reply to this. I cannot give you a bird's-eye­

view of what takes place in Bengal. But I have seen some zamindars who 
have been using their money in the most unusual way. I know a Maharaja 
started a motor engineering shed so that his tenants may come and learn. On 
the whole, taking all the points into consideration, I could not say that they 
spend their money in what I should consider the way most useful to the coun­
try. 

Q.-L; it not a fact that a great many of them spend their money in a manner 
not conducive to the good of the country? 

.4..-I can say, at least great many of them could spend their money in a 
way more conducive to the interests of the country. 

Dr. Hyder. Q.-In their own interest they would see that it is better to 
buv more lands or to buy Government bonds. It would be too much 
to "ask them to put their money into propositions which they may not under­
stand? 

A.-That is exactly what I mean. There are many who might spend their 
money in ways more conducive to the interests of the country. I am thinking 
in that group of what yon might call the absentee-landlord. I always recog­
nise that the man who puts his money into land is assuming duties to those 
who are on the land, I mean, to the cultivators, though some of them do not 
perform them. 

Q.-What are the duties which-a modern landlord ongbt to perform? 
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A -I have been backwards and forwards in various provinces in Indiw. 
duri:O:g times of scarcity. I have seen villages in the Cen~ral Provinces, Bihar· 
and Orissa and Bengal and I have always thought that 1f the landlord were· 
to stay on the land then the general condition of the whole village would 
be a great deal hett~r. Therefore, I say when one purchases lands, he is as­
suming a duty to others. 

Q.-If a community entrusts to a particular individual the control of the· 
main factor of production, then that individual has got a duty to use that 
factor of production for that community? 

A.-From the point of view of health, sanitation, etc., it would be useful 
to thousands of people, whereas the man who purchases shares does not do· 
anything at all. 

D1·. Pamnjpye. Q.-There is not much in this point. I ask you if there 
is any special advantage to the people in having the large estates in the hands­
of the big people, particularly to those to whom they come as windfalls, You 
would accept that generally it is not used on objects which would be profitable· 
to the people ? 

A.-Yes, that is generally the case. But I see many of these landlords run. 
into debt and have very little left for such objects. 

Q.-Do you think there is any reason why the State should have any sym-· 
pathy for the man who has got a property of 10 lakhs and still does not use it. 
properly, not only does·not spend it properly but runs into debt? 

A.-I should leave the matter here. I could not say anything myself. 
The P1·esident. Q.-The question is not whether it could be used, but gene­

rally whether it would be. 
A.-The question is too big to dogmatize. 
Dr. Hyde?'. Q.-It comes to this: that you take money from the people· 

who are rich and give it to those who are poor. The State may make the best 
use of it; those who have not got the means to provide themselves with educa­
tion are being provided with the means to do so. 

A.-Yes, at the expense of the richer men. • 

Dr. Paranjpye. Q.-In the case of legacy duties, yqu know that the 'State· 
has a real interest in seeing to the existence of a proper family spirit, con­
sideration for the family and so on, and therefore in the case of succession by 
sons or children, the State should deal much more leniently than in the C!\S& 
of other successions. 

A.-It may be the duty of the State, but I do not see that it is in a posi­
tion to do it. I have known cases of one brother suing another brother, 
because he had not contributed to the marriage expenses of their sister. I do 
not see how in such a case the State can bring, about brotherly concord if it. 
does not already exist. · 

Q.-Let us come to the case ot'the joint Hindu family. You know thail at. 
present Europeans, Parsees, Jews, etc., have to get probate and consequently 
on every succession they have to pay. On the other hand, Hindus or Muham­
madans need not pay on succession. That means that certain communities 
l>re unfairly taxed, while certain other communities are let off scot-free. 

A.-There is a certain inequality. 
Q.-Therefore in any scheme of taxation all communities should be treated 

alil<e as far as possible. 
A.-Yes. 
Q.-In the case of a Hindu family, there are two systems of succession the 

Dayahhaga and the Mitakshara. ·under the former system I understand'that 
a son cannot claim .partition during the life-time of the' father; the estate­
belongs to the father _alone. .~n the other hand, if. three brothers are living 
together, the:y can claim partitiOn from ea?h othei: ~f the f~ther is ~ot living. 
Under the 1\'htakshara law, the son can claim part1t10n durmg the hfe-time of 
the father, the fa~her having an. equal share with ~he sons. Consequently in 
the case of a Mitakshara family, a man enters mto a certain "mouut 11t 
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!Property definitely as soon as he is born; so the property passes partially at 
.birth and partiaJly at death. 

A.-Yes. 
Q.-In the case of a Christian, for instance, he would inherit from his father 

~nly on his death. In the case of a Hindu governed by the Mitaksharn. Inw a 
,person would get half the property of his fat-her when he is born and the ;.e­
maining half when his father dies. Consequently, property passes in two 
waY:s, partly at birth and partly at death. If, therefore, you have death 
dut1es only on the property that passes at death, you will be treating the Hindu 
•community much more leniently than the other communities. 

A.-I rather think you would be taxing the property twice over, if you tax 
.at every birth and again at every death. . 

Q.-At any rate you would not be taxing it as fuJiy as you would be taxing 
tbe property of other communities. · 

A.-Probably not. 
Q.-Have you any scheme by means of which aJI communities could be treat­

ed alike? 
.!.-It is extremely difficult to devise such a scheme, because the conditions 

of the communities vary very much. 
Q.-What would you say to charging the property fuJly to death duties on 

the death of the person of the highest generation in that family? Supposing 
.a father, 3 sons and 6 grandsons were living together in a joint family, the 
property would be charged fuJly if the father dies. While the father is living, 
no duty will be taken on the death of a son or grandson. If, on the other 
hand, the father is not living, but three brothers are living together with their 
sons, on the death of one of those brothers, I would charge only on one-third 
.of the property. 

A.-Then you will have to start from the moment when the original owner 
separated. 

Q.-No. If in that family there is one person of the b~ghest generation, I 
-would «<arge duty on the whole property. On the dee.~h of any one of the 
peopHi of the highest generation, J would charge duty on the share he would 
get if he had claimed partition on death. 

A.-That is on the analogy of the conclusion we came to on our Committee . 
. Q.-Do you think this would bring aJI the communities together on the 

same level? 
A.-Yes, in theory I should say that this would probably work out aJI right. 
Q.-The only difficulty is the present state of things. You cannot extin­

guish the rights of people at present existing. You have therefore to find 
out what people are living on a certain date; those people are supposed to 
have the property which they can get at partition. Any person born after 
that date wiJI have no rights unless he pays the probate duty. Do you think 
this proposal is fair? · 

A.-In theory, it is probably fair, but I anticipate that there would be a 
terrific outcry by folks who cannot realize what the future would be. 

Q.-Leaving aside the question of sentiment or practical technicalities, I 
ask you whether this proposal would meet aJI reasonable difficulties arising 
out of different treatment of different communities. 

A.-I am inclined to think it should, including self-acquired property, so 
that that itself becomes ancestral property. Is this the meaning of the ques­
tion about levying duties on the death of the karta? 

Q.-The Karta is generally an important person only in Bengal. The 
scheme which I mentioned to you has been proposed by Mr. Wild of Bombay. 
It practicaJly means treating Hindu families, so far as succession duties are 
concerned, on the same footing as families belonging to any other community. 

The President. Q.-What do you say to an alternative scheme of imposing a 
death duty on what passes without any graduation or reference to the degree 

.of relationship? Among Europeans the property would pass to the eldest 
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-son; among Hindus, to the surv~ving mem~er of the family. If you had a_ 
family of five and one of them d1ed, you w1ll charge on one-fifth, of the pro-
_perty. · · 

· A.-It·is quite a feasible plan. I do not see any objection to it. . . 
Q.-The objection, I believe, is th.a~ the joint Hindu family would pay a 

:good deal less than the other commumt1es. 
A.-You will have that under any scheme; in theory it ought to work out 

.perfectly equitably. 
Dr. Paranjpye. Q.-In England as you know, gifts made within three years 

-of death are regarded as if they are legacies. In India ordinary gifts would 
.have to be considered in the same way, but under the Mitakshara law any­
body can claim partition. In the case of. any other c?mmunity, it is qui~e 
possible for a fathel' to hand ovei"part of h1s estate to h1s son; consequently 1n 
·the same way partition may be regarded as a gift and charged to death duties 
:if that partition takes place within tb.ree years of the death of the member. 

A.-I do not feel satisfied with these arbitrary limits of three years. Some 
:time limit may be fixed. · 

Q.-Three years was the .limit fixed in England. Aren't you going to 
·charge gifts as legacies? 

A.-No: we had a long discussion about it on the Committee and we 
·thought there would be undue preference in many cases. 

Q.-What about gifts made during the last illness of a person? You would 
'have to have certain exceptions. 

A.-We have a two year limit in the case of insolvencies ; I think three year 
is rather too long. · 

The Maharajadhiraja Bahad·ur of Burdwan. ·Q.-In your Committee did 
:you go into the question that death duty would be evaded if you did not 
put a stamp duty on settlements? 

A.-After discussion, the decision arrived at was this: One member said: 
" I do not think we can possibly go on with this Bill, because if we frame the 
Bill on these lines it will be possible for us under our personal law so to make 
such a settlement or a trust that we can drive a coach and four through the 
whole of it," then we said we would have to deal with it in two ways : levy 
an estate duty and also have a duty· under the Stamp Act and Court Fees 
Act so as to get the valuations of settlements at every settlement; otherwise 
there would be evasions. . 

Q.-What did the Committee say generally on that? 
A.-They were prepared to do iu. 

The Hon'ble Sardar Jogendra Singh. Q.-As a practical administrator, if 
you were given the choice of raising revenue. and needed that for certain 
purposes, would you consider death duties as an easy source of realizing 
revenue? · 

A.-It has never been my painful duty to insist on payment of revenue. 
Personally, I think that death duty is one of the most equitable forms of taxa-
Man one could possibly find. · 

Q.-Taking Indian society into consideration, would you consider it easy 
-to levy death duties? , 

A.-It would depend on t~e machinery .. ~he question is very big. If I had 
the means of knowledge wh1eh the Comm1ss1oner of Income-tax has and his 
•powers of enquiry, I would certainly charge-death duties. 

Q.-You would have to take the economic conditions prevalent in India and 
.compare them with those of England. You require a special study of the 
,economic conditions to be made. 

A.-I should n3t justify a tax for India on the ground that it wo,:.ld be 
justified in En_~l~ · J ,or on the ground that it has been levied il'l England for 

Q 
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a number of years, because as I said the local conditions are verv different 
when one thinks of it. An Englishman dies, his funeral expenses i1nve to be 
paid, he has full powers of testation. When you take the Muhammadan he 
has a limited testamentary power. The rest of his estate is earmarked' for 
particular persons. 

'!'he P_re.sident. Q.-You are assuming a case in which the money is assigned 
for a religious purpose. 

'i.-Yes. 

_ Th.e Hon'ble Sardar Joge-ndra Singh. Q.-Did your Committee consider 
what mcome they would get if the exemption limit were Rs. 25,000? 

A.-We had not the materials to do it. 

Q.-'-Do you think you would get- a very large income? 

:A.;_The only indication we had really was the note by ~lr. Birley. 

Dr. Hyder. Q.:_:_I would like you to consider whether your answer to ques­
tion No. 138 is sound. You say" A man has amassed certain wealth for whicll 
he had no need and which he did not give away: he might have dissipated tile 
whole of it: no one before his death had any valid claim to any part of it: the 
State's claim arises at the moment of death before any one else gets the pro­
'(lerty and there seems no reason why tile amount which the State claims should 
be affected by anything else than the amount left." I tllink some of these 
statement<> are not tenable. You say that no one before his deatll had any 
valid claim to any part of it. That conflicts with the personal law of certain 
communities, i.e., Muhammadans. 

A.-A sharer may be said to have· a sort of moral claim, but only to two­
thirds, because the father is entitled to will away from his heirs one-third of 
the estate, so that obviously the heir has no sort of right or claim. He may 
have a sort of moral claim to two-thirds of the rest of the fatller's estate, but 
it is only a moral claim. 

Q.-The point I wish to make is this: If you put up tile rates too much, 
we might have a tendency to discourage people frqm accumulating money. 

A.-----'-The moment before his deatll, a father might will away the whole or a 
tllird of his estate, or some years before his death, he might have frittered 
away the whole of it. No son can bring a suit against the father for injunc­
tion to prevent his spending any money, so that he has no sort of legal claim 
and at the moment of death, he would get something that he was not at law 
previously entitled to. I do not see that his presence or absence has anything. 
-to ao with the estate duties. 

Dr. Paranjpye. Q.-In answer to question No. 139 (3}, you say that the­
Committee which considered the question in Bengal were agreed tllat the rates 
or scale should be provincial and open to alteration by the province. In case of 
levy of death duties, in cases in which estates might be situated in different 
provinces, don't you think that location cannot a~ways be det.:rmined and 
that it would be better to have the levy of death duties an all-India matter? 

A.-M:y own personal opinion would be in the direction I have indicated. 

Q.-It does not matter how the actual revenue is divided. At any rate­
the administration should be Central as in the case of income-tax. 

A.--:-Yes. When that was discussed in the Committee, the view that they 
seemed to take was this: under the M:itakshara law, you had an unascertained 
share and a share which was very difficult to ascertain and a share that was 
liable to escape observation. Whereas in the case of Dayabhaga law, the 
opportunities for evasion or non-observance were not so great. If the rate­
applicable to the Mitakshara law was made applicable to the Dayabhaga law 
also, the people of the I}ayabhaga school of law would suffer in comparison 
with those under the Mttakshara school. On the scheme you put forward, 
there would probably be less ine-quality. 
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Q.-On the whole, you think that it should be made central if it is possible 
to do so. 

A -The other point that was taken was that already under thP. Stamp 
Act ~nd the Court Fees Act we have provincial differences. 

Dr. Pamnjpye. Q.-But th!l d~fficulty ~ould e~en ~e much gr~ater in the 
case of death duties when properties are situated m different provmces. 

A.-It might be. ~ut I say tha~ brings y~u. cl?se ll;P to the political. ques­
tion which may make It extremely difficult, If It IS gomg to be a questio~ of 
provincial autonomy and each is to balance its own budget then each prov~nce 
will take the line of least resistance to do it. 

The President. Q.-With regard to question No. 139, you would not pro­
-pose that the death duties should be utilised to balance the budget? 

.• 4..-That takes you rather to the other extreme. I would not put it like 
that. 

Dr. Paranjpye. Q.-It shquld be a fairly stable tax? 
A.-Yes. 
The President. Q.-With regard to the second proposition you say "This 

proposition is laid down with embarrassing vagueness of expression, such that 
I am unable to discuss it." 

A.-I could not understand what that was going to lead to. 
Q.-I should suggest that you cannot be sure of getting it. If one province 

will levy income-tax and the other does not, you might have the position of the 
income-tax assessees going and living in the .other province for six months in 
the year. 

A.-The person growing jute here cannot shift his fields to the Punjab. 
Q.-If you levy it on the basis of residence it does not matter where he 

resides. 

A.-I do not know whether there will be perfect agreement to that. 
Because as I look on Ass&m and Sylhet I seem to see a great many estates 
which might give great difficulty of assessment and great difficulty of realisa­
tion. And probably an estate duty in Assam or parts of it is going to give 
that province nothing. If it is going to be levied on a scale which will pay 
and will make it worth while for ·Assam to gather and that scale is to be an all­
India rate, somebody is going to suffer. 

Q.-The sort of idea before us is that we should have an accountant and 
he should fix for a period the shares of the provinces. 

A.-It is a very big job. 
Q.-In answer to question No. 139 you say, "That seem to be some such diffi­

<:lulties in India where different nations have different personal laws and where 
-even Hindus may belong to different schools and different laws of succession." 
But in answer to the previous question you say, "by levying on the estate left 
by the deceased at a rate which may legitimately vary with the amount of the 
-estate and dividing the balance among the heirs or successors according to the 
·.vill or the law of succession inequality is r~duced to a minimum." Would not 
that apply as between provinces in India? 

A.-Once again you go to the fundamentals as to whether all the provinces 
find it necessary to raise taxation of that sort. Jf the tax is not necessary I 
do not see any justification for raising it at all. ' 

Q.-You say it is the fairest aud the most equitable of all forms of taxation 
'Therefore if you begin remitting taxation, you do not begin by remitting th~ 
fairest and the most equitable . 

. i.-Undoubtedly so, but at the same time if it is going to be levied the 
financial needs of some province may be greater than those of the other' and 
-the bad p_rovince might think that that was the tax that was going to be the 
most eqmtable. 

Q2 
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1st April 1925. 

CALCUTTA. 

PRESENT: 

Sir CHARLEs ToDHUNTER, K.C.S.I., I.C.S., President. 
Sir BuAY CHAND 1\IAiiTAB, G.C.I.E., K.C.S.I., 1.0.1\I., Maharaja-

dhiraja Bahadnr of Bnrdwan. 

Sir PERCY T:aol!l'soN, K.B.E., C.B. 

The Hon'ble Sardar JooENDBA SINGH. 

Dr. R. P. PARANJPYE. 

Dr. L. K. HYDER, 1\I.L.A. 

Sir P. C. MITTER, Kt., CJ.E., M.L.C., Secretary, British Indian 
Association, Calcutta, was examined. 

Written memorandum of Sir P. 0. Mitter. 

General obsercations.-The econonnc problems "of India are different from 
those of Europe or even of agricultural countries like Canada, Argentina, 
Australia or the United States of America. Like some of these countries 
India is mainly an agricultural country but it does not possess extensive areas 
of virgin soil waiting for development. The problem of some of these countries 
~ to find the population to cultivate the soil whereas the problem in many 
parts of India is to find sustenance for the population in densely peopled 
rural areas. India approximates countries like Canada, Argentina or 
.Australia in the fact that they are mainly agricultural countries but funda­
mentally differs from these and other agricultural countries is as much as it. 
largely consists of small holdings with dense population and also because for 
centuries past the Indian soil has supported an ancient people with the· 
result that her soil has become considerably impoverished. Comparatively 
speaking, the area of virgin soil awaiting development is small. The climatic­
conditions are such that in many cases one cannot expect the same amount 
of energy from the people as in European countries, Australia or North 
America. Theories of taxation and books of political economy are really based 
on observations maiuly of European countries where conditions vary mate­
rially from those of India. Such theories therefore should always be examined 
with caution before they are applied t<1 India. Indeed it is of utmost im­
portance t<1 re-exannne these theories. From that point of view the establish­
ment of an Indian school of political e<;onomy to examine Indian economic 
problems after careful investigation int<1 Indian conditions-economic, social 
and political-is important. Further, India has a peculiar revenue history of 
its own dating back to the Hindu times. She also had and to some extent 
still has State monopolies peculiarly her own. She has a system of adnllnis­
tration which differs materially from that of other countries. Her political. 
development and the source of governmental authority are essentially different: 
b·om any important country of the :mod'lm world. She is at the present: 
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moment in a state of transition politically, economically and socially. In 
short the peculiarities of India can never be emphasised too strongly. 

I am of opinion India has possibilities-perhaps great possibilities-for the 
development of her potential wealth, agricu1tural, industrial and minerAI, 
provided we proceed on right lines and with caution. One of the most im­
portant sources of India's wealth is agriculture, which at the present moment 
is in a state of utter neglect. A very large proportion of India's population 
eke out a miserable existence from agriculture. The agriculturists are dis­
organised, poor and ignorant. Primitive methods of agriculture still obtain 
in most parts of India. There are large areas, I speak more from my expe­
rience of Bengal than that of other provinces, which yield only onf) crop b".It 
with better organisation are capable of yielding more than one crop. In 
view of its immensity and density of population, tropical climate and other 
reasons which it is unnecessary to elaborate, India is likely to continue more 
or less to be an agricultural country of small holdings. The existence of thes<:J 
small holdings will continue to be an impediment to proper organisation and 
development of her agricultural resources. In suggesting future schemes for 
development of agricultural resources the inevitable presence of small holdings 
must be taken as an existing factor. In other countries of small holdings­
countries like Denmark and Western Germany-smallness of holdings and 
poverty of agriculturists did not stand in the way pf successful development 
of agricultural resources. Given the necessary good-will between the Govern­
ment and the people, earnestness and resourcefulness there is no reason why 
India's progress in agricultural wealth-in spite of her small holdings-should 
not be as rapid and great as that of say Denmark. Another great impedi­
ment to the. improvement of agriculture is-and again I say with ·special 
reference to my province, Bengal-the excessive degrees of sub-infeudation. 
Sub-infeudation means that a large number of people possess a, fraction of 
interest in the same plot of land. There are districts in Bengal where ·25. 
to 30 degrees of sub-infeudation is not uncommon. In most districts 8 to 
10 degrees of sub-infeudation is not uncommon. Where so many people 
carve out an interest in the same plot of land it is but natural that none 
take an abiding interest in the improvement of land. Then again the man 
actually in possession of th~land is generally ignorant and poor. He may 
have the will to improve the land but he has neither the money, nor the 
knowledge, nor the capacity for organisation. The comparatively better 
placed men above him have neither the legal right, nor the incentive of 
self-interest to improve the land. Sub-infeudation is largely increasing to-day 
owing to economic and social causes. Further, there is no clear-cut division 
between the " raiyat " and the " landlord," using those expressions in their 
technical legal sense. The " raiyat " of to-day becomes the "tenure-holder" 
(landlord) of to-morrow and vice versa. Attempts to protect by legislation 
the interest of the raiyat, although such attempts are theoretically very desir­
able, mean increase of litigation and the consequent impoverishment of the 
people-landlords and raiyats. Ideas of giving the actual cultivator of the 
soil sufety of tenure and status often end in making the real raiyat a tenure­
holder and help increase of sub-infeudation which produces such u baneful 
effect on the increase of agricultural weulth. The vicious cirde thus conti­
nues. Poverty, litigation und. sub-infeudation go on increasing and the pro­
duction of a most important brunch of national wealth is sapped at its root. 
1 n the interest of the improvement of agriculture it is desirable to decrease 
sub-infeudation and to make so far as possible the holding of the raiyat an 
economic holding. · 

Development of industries is no doubt very necessary. Without such deve­
lopment it will be difficult to find an- outlet for agriculturists in areas where 
population has increased and for employment of young men who have to takfl 
to the over-crowded literury vocations. This is, therefore an important pro­
blem which should be kept in view. The industries to b~ developed havo to 
be carefully selected and should be such as can be expected to stand in world 
competition. Industrial education, technical education improvement of 
labour and organisation of industries are, therefore, nec~ssary for improve­
me!lt of il~dustrial wealth. A line similar to ~hat indicated for development 
of mdustnal wealth should be followed for the 1mprovement of mineral wealth. 
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During the last 4 years there has been a considerable increase in taxation 
in the provinces as also in the Central Government. Such increase in taxa­
tion did not enable the Provincial or Central Government to do anything 
appreciable for matters about which public opinion is keen. It is all the more 
necessary, therefore, to keep in view the need for retrenchment and also the 
fact that before any appreciable increase in taxation is thought of, every 
.attention should be paid for increasing the natural and potential wealth as 
also the rzsources of the country. Such increase will mean automatic increase 
in revenue without increase in the rate of taxation or imposition of new taxes. 
With the improvement of resources of the country the taxable capacity of tht> 
people will increase and increase of taxation will under these changed condi­
tions be less unpopular. In short, what I advocate is to stimulate the pro­
ductive capacity of the people. We may with advantage take a leaf out of 
the history of Japan. The Japanese constitution was promulgated by the 
Emperor of Japan in February 1889. The new constitution came into opera­
tion in 1890. At the time of the promulgation of the new constitution the 
Japanese people had given little evidence of industrial skill. The value of 
their foreign trade amounted to a very insignificant average per capita of 
the people. The wealth of the country was small. There was a heavy load of 
national debt which was considered out of all proportion to the revenue . 
.Administrative expenditure was already high and steadily growing, while the 
taxable capacity of the people was believed to have stretched to its utmost 
limits. The new experiment of constitutional Government seemed to be 
thoughtful and experienced foreign observation full of danger and likely to 
produce the gravest consequences in the sober administration of the country. 
"The unpopularity of the ministry; was extreme. Hot-headed agitators, at 
varianc-2 in minor details among themselves but all united in their animosity 
against the ministry imbued with crude undigested ideas of civil liberty, had 

• been for years disseminating sedition both from political platforms and in the 
press; notwithstanding rigorous disciplinary laws for the control of both." 
. . . " The members of the new Diet were largely composed of the most 
notorious of these agitators many of whom were embittered by the memory 
of long terms of imprisonment.'' This was the state of Japan in 1890. What 
Japan achieved in 15 years' _time is well-known t'&" the world. In this enquiry 
we are, however, concerned only with her achievement in adding to the 
resources of Government by additional taxation. The national revenue was 
iittle over 11 crores of Yens in 1893. In 1913 the national revenue was over 
72 crores of Yens (1 Yen is roughly 2 shillings) hut if the taxation increased 
i>y nearly 7 times the resources of the people were also increased far more 
largely. The value of foreign trade per head of population was only 4·3 
Yens in 1893 and that in 1913 was 25·52 Yens. The increase in the internal 
wealth of the people was still more remarkable. The fundamental point, 
therefore, is to lay down a policy for stimulating the productive capacity of 
the people. Without increase i t the productive capacity of the people in.. 
crease in taxation is hardly a practical proposition. 

With these preliminary remarks I venture to offer a criticism. In my 
-opinion the present time is perhaps the most unsuitable for making any sug­
gestions for fresh taxation or even change of .methods of taxation. I hope 
{ shall not be misunderstood. It is of the utmost importance to hold a 
proper enquiry at a proper time into this very important question as also 
into the connected and equally important question of the economic condition 
of the people. The two questions, however, seem to me to he unseparable. 
My reasons for submitting that the present moment is a very inopportune one 
are:-

(a) The economic condition of every country, India not excepted, is in 
a changing condition due to the great war. As an illustration 
I may refer to the figures accepted by Lord Meston's Committee 
and the actuals as found two or three years later. India and 
the rest of the world have not yet arrived at economic stability. 
Enquiries made at the present time based on figures which are 
likely to be inaccurate are likely to prove to be undependable 
!!"hen normal times arrive. 
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(b) The present political condition of the country and the spirit of 
distrust evinced by the people towards Government and the Gov­
ernment towards people. 

(c) In the present state of divided re~ponsibility where i.nitiative for 
taxation must come from an Irremovable executive and the 
responsibility for passing such taxation must be in ~he elected 
majority of the people, recommendations of the committee, how­
ever, sound, and attempts to gi!e effect to such recommendations 
will only lead to misunderstandmg. 

(d) The present constitution of India.-By the pre.sent constit~ti?rt 
limited autonomy has been granted to the ptovmces. Provmc1a.l 
taxation is a matter to be initiated by the Provincial Govern• 
ments and can only be carried into effect with the concurrence 
of the non-official majority in the provincial councils. Any 
authoritative pronouncement by an all-India Committee is not 
likely to carry much weight with the non-official majority in the­
different councils who are likely to be swayed by their loca1 
predilictions; local public opinion and I may add even local pre­
judices. 'l'he recommendations of a committe'e like this will, per­
haps precipitate initiation of measures by local Governments 
who ~viii be misunderstood by their local Legislative Councils and 
this will only add to the difficulties of the political and economic 
position in all the provinces in India as also in the Central Gov­
ernment and Central Legislature. 

Lastly, the method of enquiry by an all-India Committee, without provin­
cial enquiries, does not seem to be suitable. The conditions of different 
provinces vary so much, the incidence of taxation are so different, the countty 
so vast, even the climatic conditions are so different that an all-India enquiry 
not preceded by proper provincial enquiries is not likely to lead to satis­
factory results. However eminent the memoers of the committee may be, 1 
do not think any one of the members or for the matter of that any set of 
men can assert intimate familiarity with all the provinces in India. In fact, 
I venture to think there cannot be any set of men who can have familiarity 
with the conditions of every province. 'fhe better procedure to my mind 
would have been to start independent provincial enquiries and after such 
enquiries were completed to set up all-India Committee. But as the Com­
mittee has been appointed and has started its work, the practical proposition 
to-day will be to classify the materials already collected-! have no doubt 
valuable materials have been collected-and then to adjourn the sitting for, 
say, 2 years. During these two years provincial committee should be set up 
who should investigate into provincial questions and then· draw up their 
reports. After such reports have been drawn up an all-India Committee 
should again be set up. For all these reasons I would respectfully suggest 
tha~ the Committee should not at this stage come to final decisions on the very 
important questions which the questionnaires indicate they have before them. 
If, however, they decide to proceed with the consideration of these queRtions 
the least that they can do is to recommend the appointment of provincial 
committee and await their final report till coming to final decisions. The 
reYision of the Meston Award ie also a matter which should vitally affect the 
decision of .the C.ommittee. I~ the. Meston Award is ~ot set aside, then one 
set of constderatton would anse wtth regard to provmces which have taxed 
and retrenched he:wily _for. :axation and retrenchment always mean that 
the local people are preJudtctally affected from an economic point of view· 
while if the Meston Award is set aside a different set of considerations would 
arise. 

For all these and other reasons my respectful advice to the Committee if; 
t~a~ they should ~sk. the Gov:ernment of India to allow them to adjourn their 
stttmgs after prehmmary eVldence from all the provinces has been collected, 
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publish the valuable evidence which they have so far collected, in such 
form as they might consider most suitable, suggest the appointment of pro­
vincial committee to examine the questions of taxation and economic conditions 
of the people and after such reports have been received proceed with their 
work at a later date. If it be found inconvenient for the present Committee 
t" adjourn its sittings for a comparatively long period then a fresh committee 
might.· be appointed with as many members of the present Committee as may 
then be available. I only hope the mistakes of the l\Ieston Committee will 
not be repeated. I believe the l\Ieston Award is one of the main reasons for 
the present political situation, but I do not blame the members of the Meston 
Committee. They were asked to settle most important problems within a very 
limited time and considering the shortness of time they did very good work. 
The subject which the present Committee has to report upon is far more diffi­
cult, complex and important than the work before the 1\Ieston Committee. I 
urge that no hurried decisions be arrived at. 

Land revenue and land tax.-So far as I can see questions Nos. 96 to 104 
have special reference to land revenue. Question 105 also has some bearing 
on the question of land revenue. There are other questions too which are 
indirectly concerned with land revenue. The aforesaid questions relating 
to land revenue aryl land taxes are, however, too theoretical for a man like 
ill€o whose knowledge of academic theories of political economy is limited. I 
do not, therefore, propose to answer 'these questions from the point of view 
of academic theories of political economy. In my preliminary ohservations 
I have doubted the wisdom of the application to India of academic political 
theories of students of political economy who learnt their subject from books 
of European political economy and who have not yet perfected an Indian 
school of political economy based on observations of Indian conditions. In 
responding ·to the invitation of the Committee I desire to approach the 
question from the point of view of a man of affairs who has some knowledge 
of his province. I do not propose to answer the questions referred to above 
categorically but I would like to give the Committee some idea of the real 
position about the practicability of imposition of any land tax in Bengal. 

Area, population and public health of Benaal.-The total area of Bengal 
(British territory) is about 78,000 square miles. This is exclusive of big rivers, 
estuaries, etc., but include a comparatively small quantity of water area. 
Over 10 thousand square miles are forest, and about 16,000 square miles are 
represented by uncultivable waste, water areas, roads, railways, etc. The 
net cultivable area is only about 52,000 square miles. The area actually culti­
vated is only 36,000 square mile.s. The balance of 16,000 square miles of 
uncultivated but cultivable land is mostly economically uncultivable. Out of 
the cultivated area only about 4t thousand square miles are under two crops. 
The Sunderban portions of Backargunj, Khuln~t and 24-Parganas, the North­
Western half of Midnapur, a very large portion of the district of Bankura. 
portions of Central Durdwan and some portions of North Bengal called the 
Barind have all along supported a. very very sparse population. These areas 
are·not likely to support more population. Taking the whole of 78,000 square 
miles ns the area of Bengal the average density of population of Bengal is 
578 to the square miles. The most densely populated district is Howrah where 
the average is 1882 to the square mile and the most sparsely peopled is the 
district of Chittagong Hill Tracts where it is 34 to the square mile. The 
average density of population on the cultivated area is over 1,200 to the 
square mile. Taking the total area of 78,000 square miles the density of 
population is higher than that of the British Isles or the United Provinces of 
India and is very much higher than that of any other province of India. If 
the cultivated area alone be taken into account the comparative density proves 
to be even higher. There is comparatively speaking little scope of extension 
of the area of cultivation in Bengal. The only hope is to increase the area 
()f 2 crops cultivation. The pressure of population on agricultural land is 
indeed very high.' The insanitary condition of the province is well known. 
The death rate is high. The m•erage life in Bengal is less than 23 as against 
56 of Great Britain. 



I set out a table showing the distribution of occupation :-

Total population which 
included total workers. 

(i.e., bread winners 
and dependants). 

Actual workers (i.e., 
bread winners). 

Dependant on agriculture and :16,653,603 10,570,279 
other rural occupations. (about 80 per cent. of the (mostly natives of 

Dependant on industries or non­
agricuJ tural labour including 
transport, trade, etc. 

Public administration and liberal 
arts including men in the 
police force, army, compara­
tively large number of peons 
attached to administrative 
offices, lawyers, medical men, 
teachers, etc. 

Miscellaneous . 

total population). :Bengal). 

6,716,088. 

1,089,9f!O 

2,138,418 

2,369,174 
(a large portio~ non­

:Benga;lees.) 

346,791 
(the lower ranks mostly 

non-:Bengaloo.) 

874,942 

From the above facts and figures it will appear that the pressure on the 
population in rural areas is very great. Most of the rural areas being in-· 
sanitary, the climate enervating and the average life 90 short that it will he 
difficult for the Bengal raiyats to pay a higher rent than what he does at the. 
present moment. It will appear that about 80 per cent. of the total indigenous. 
population depend on agriculture. As sub-infeudation and splitting up of 
holdings are increasing, additional rent is not a practical proposition so far as. 
the raiyats are concerned. More than 90 per cent of the industrial population 
ia non-Bengalee. Most of the petty traders and the big traders are also non­
Bengalee. Increase of rent will mean that an increasingly large number of 
raiyats will be driven from their land. If they have to leave their land it will 
be impossible for them to stand in competition with men of other provinces in 
towns. The physical condition of the raiyat is bad and mainly on that ground 
his capacity for sustained labour is limited as compared with men of other 
provinces. In Calcutta there is hardly any ·Bengalee constable. In the 
mofussil regular force too the number of Bengalee constable is very limited, 
A very large percentage of servants, artisans and labourers are non-Bengalees. 
These are factors which no responsible body of men can ignore in considering 
the possibility of increase of rental from the Bengalee raiyat. 

System of land tenure and the income of zamindars and tenure-holderi.­
It will appear from the land revenue administration of Bengal of the year 
1918-19 (I am giving the figures of 1918-19 as I have got the figures of that 
year analysed-the figures of later years will perhaps lead to a better result 
from my point of view) that the total gross rental of the province for that 
year was 12 crores 85 lakhs and odd and that the total rent-roll was 2 crores 
99 lakhs and odd. The total amount intercepted by the landlords (including 
by that expression tenure-holders who are landlords in respect to their raiyats) 
was 9 crores 86 lakhs and odd. This 9 crores 86 lakhs and odd were intercepted 
by the owner of the following classes and number of property:-

Land revenue-paying estates 103 093 
Land. revenue-free estates 30:675 
Rent-free tenures 36;063 
Rent-paying tenures 3,386,567 

3,556,399 
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Most of these estates and tenures are. held by co-sharer landlords. As it 
will be difficult to calculate the number of actual co-sharers I am proceeding 
on the basis that each estate or tenure is held by one person. If it were 
possible to take into account the actual number of co-sharers the average 
income to which I have arrived at later will be even much less. Proceeding, 
however, on the assumption that each estate or tenure is held by one indivi­
dual ..-e find the following:-

Total rent-roll 
Deduct land revenue 

12 crores 85 lakhs and odd. 
2 crores 99 lakhs and odd. 

9 crores 86 lakhs and odd. 

If we divide 9 crores 86 lakhs and odd by 35 lakhs and 56 thousand and odd 
-we find that the average income of a landlord is not more than 28 rupees 
3 year. 

It will appear from the above that the landlords of Bengal are very poor. 
The matter may be examined from another point of view, The total 

number of voters in the landholders electorate for returning a member to the 
Legislative Assembly is only about 650 in Bengal. Only those paying land 
revenue or cesses direct to the Government are eligible as voters in West 
BengaL In East Bengal the land revenue and cess qualifications are smaller 
and permanent tenure-holders paying a similar amount of rent or cesses 
.are also eligible as voters. The revenue, rent or cess qualifications are such 
that the minimum income of these landholders is only about Rs. 12,000 a 
year although the maximum income may be several lakhs. From these figures 
it will appear that there are only about 650 zamindars in Bengal (barring 
infants and females) whose minimum income is not less than Rs. 12,000 a 
year. From the figures of revenue-paying estates and the revenue-free 
-estates already given, it will appear that there are about 1 lakh 33 thousand 
-zamindars in Bengal of whom only 650 {some of them own more than one 
-estate) have a minimum income of about Rs. 12,000 a year. This means 
that only ·05 of the zamindars have an income of Rs. 12,000 a year. 

The question examined from our local knowledge also points to the con­
clusion that the number of zamindars with an income of, say, more than 
Rs. 50,000 is extremely limited throughout the province and it is a rapidly 
diminishing number. The reason is not far to seek. Let us take the case 
of a zamindar who, say, in 1880 had an income of one lakh a year. He left 
4 sons. In the second generation the income becomes 25,000 and if one 
o0f these sons has 4 sons the income in the third generation becomes 6,000 
.rupees. 

Apart from the income on paper most of the zamindars and tenure-holders 
.are heavily indebted .. One principal reason of such indebtedness is that in 
Bengal rents are collected by expensive and harrassing methods through civil 

-courts. 54 per cent. of the total number of civil suits instituted in Bengal 
.are rent suits. 37 per cent. are money suits and most of these money suits 

1 
arc for kisti bandi (bonds executed by the tenants for arrears of their rent) . 
.A large proportion of these rent suits are instituted at the end of 3 years 
.:md 11 months. It takes roughly about 3 years to realise rent by a suit so 
-that the landlord often has to wait for 6 years for his realisation of rent 
-while in the meantime he has to go on paying his land revenue and other 

. -outgoings. Realisation of rent by a suit means wastage of more than 25 
per cent. of the total dues due to litigation expenses. Litigation in rent 
suits apart from other litigation takes away a considerable portion of 
zamindars' and tenure-holders' income. The raiyat also spends a good· portion 
of his substance in these litigations. Litigation, therefore, means a curse 
both for •he landlord and tenants and impoverishes both. It will, there­
:fore, app"ar from the above that the zamindars of Bengal as a class are no 
longer a rich hody. 

l will next consider the question of imposition of a cess on the zarnindars, 
-tenure-holders or raiyats. I again take the figures of 1918-19- The total 
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amount of cesses realised from the whole of the province was about 70 lakhs. 
Roughly speaking about half of this amount was paid by the raiyats and the­
remaining half by the landlords. If this levy of 70 lakhs be e~hanced by 
50 per cent. by the imposition of new .cess the tot~l amount will. be o~ly 
Rs. 35 lakhs-not a very Iarge sum. This new taxation, howev~r, will w;e~gh 
very heavily on the raiyats who are very poor and whose physical condition: 
is deteriorating rapidly. As more than 99·99 per cent. of the landlords are 
also poor it will weigh very heavily on these poor men as well. 

In view of the rights granted to the zamii?-da~s by. the. p~rmaneD;t set~le­
ment it is submitted that Government have no JUStificatiOn m mterfermg with 
the permanent settlement contract either direc~ly or indire~tly by imposition 
of income-tax or any other tax on the zannndars. It 1s unnecessary to 
elaborate the point as the justice of this position has been admitted by the 
Government inasmuch as up till now the zamindari and agricultural income 
has been exempted from the operation of the income-tax. 

Abolition of permanent settlement will revolutionise the social1 p<>litic~;~l 
and economic structure of Bengal and will not only affect the ra1yats very 
seriously but will mean acute economic distress to the poorer middle classes 
of Bengal. 

The problem of the poorer middle class of Bengal is very serious economic 
and political problem. There are more high schools in Bengal than 
in the rest of the other provinces taken together, more colleges than in any 
three of the provinces iiaken together. The result of the output of educated 
and half-educated men with mainly literary education has been deplorable. 
:;.\lany of these men eke out a miserable existence from their small landed 
interest. Imposition of any cess or any ip.terference with the permanent 
settlement will mean disaster to these men. Such imposition will also be 
e.gainst the principle of just taxation because it will be a tax on a. class of 
poor men who are least able to bear such taxation. 

As I have already submitted; rural Bengal is insanitary, its climate damp 
and enervating and any increase of the burden on the raiyats will be strongly 
resented. 

Lastly, paradoxical though it seems interference with thf' permanent. 
settlement will mean large diminution in the income of the Government of 
India from income-tax and customs revenue. The total amount of income. 
tax raised in ·the province of Bengal in the year 1920-21 is 6 crores 1 
lakhs and odd (at the present moment it is considerably higher). It was 
proved before Lord Meston's Committee that 91 per cent. of the income-tax 
raised within Bengal was paid by tax-payers of Bengal from sources such 
n~ income from jute mills, jute business, local mill industries, local house­
property, local retail trade, local money-lending, etc. The income derived 
from ramifying business in several provinces with head office in Calcutta or 
other places in Bengal was less than 9 per cent: The amount of income-tax: 
paid by local income-tax payers in Bengal in the year 1920-21 was, therefore, 
nbout 5 crores 53 lakhs. If wo compare this with the income-tax realised 
that•year from the province of Madras we find a very great difference. In 
that year only 1 crore 42 lakhs and odd was the income-tax from Madras. 
From this 1 crore 42 lakhs and odd should be deducted the income made­
outside the province but as I have no available figures I am taking the­
whole of 1 m·ore and 41 lakhs and odd as income-tax from Madras. Madras 
had then a population of 42 millions against Bengal's 45 millions and the· 
income-tax figures show proportionately much larger contribution from Bengal. 
One reason for this larger contribution is that the Bengal raiyat and the bulk 
of the middle class men in Bengal are, comparatively speaking better off than 
the similar class of men in Madras. If the condition of the' Bengal raiyats 
11nd the Bengal middle class men be brought down to the level of the Madras. 
rai~at a!'d mid~le class men tho:;n in all probability there will be great dimi­
nutiOn HI t!te mcome-tax received from the province of Bengal and the· 
Government of India will thereby suffer very large loss of income. 

Similar result will follow in income from customs duty if the permanent· 
settlement of Bengal he interfered with. In the year 1920-21, 12 crores 81 
lakhs and odd were collected as customs duty from the ports within the-
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'territorial jurisdiction of Bengal whereas only 1 crore 28 lakhs and odd were 
collected as customs duty from the ports in the t<>rritorial jurisdiction of 
Madras. The population of the two provinces as I have mentioned were 42 
millions and 45 millions respectively. Neither in Bengal nor in llladrns 
customs duty collected from the ports of the province be taken to represent 
duty paid by consumers resident in the province. But if figures are examined 
-it can be established that out of 12 crores 87 lakhs more than 9 crores is 
Bengal's real contribution to the customs duty realised at the ports of the 
province. The consumption of Bengal in cotton manufactures, foreign liquor 
and tobacco, machinery, articles of food and drink, cutlery, hardware, is 
comparatively higher as compared with that of other provinces served by 
the port of Calcutta. Further, the export duty on jute, and the bulk of 
the export duty on rice, tea, and hide and skin are Bengal's. If the whole 
of the 1 crore 28 lakhs and odd collect<>d from the 1\Iadrns be allowed to 
Madras without any deduction, the income from customs duty is only about 
one-ninth of the income from the portion of customs duty which can legi­
timately be claimed by Bengal. Bengal is in a position to pay more customs 
duty because her raiyats and middle class men are better off as compared with 
those of Madras. 

Any direct or indirect interference with the permanent settlement of 
Bengal may bring some additional income to the Local Government of Bengal 
(as land revenue is a provincial subject), although such additional income 
will mean very great hardship to Bengalees, yet its inevitable result will be 
that the income of the Government of India from income-tax and customs 
duty will diminish very largely. Is it then worth while to interfere with 
existing conditions which have a history of more than a century behind 
them? 

Death duties.-! am opposed to death duties specially in a province like 
Bengal where the average life ·is about 23 and where partition plays such 
an important part both to the Hindus governed by Dayabhag school, and 
the Muhammadans. If imposition of .death duties has meant such a hardship 
to the landed class in England where average life is 56 and where the law of 
primogeniture prevails, its imposition in Bengal will mean that most of the 
landed estates will be sold away in no time. 

I would like, however, to put forward, not in my capacity as the Secre­
tary of the British Indian Association but in my individual capacity, a 
suggestion which to my mind seems praeticable. Under our system we are 
not bound to take out letters of administration on intestacy. If it is made 
compulsory for all wtestates leaving an estate valued at more than Rs. 10,000 
considerable income without much serious hardship can be realised. I sug­
gest, however, that the rate for the letters of administration on intestacy 
should be half of that levied for a probate. There is also another suggestion 
which I offer in my personal capacity and not as the Secretary to the British 
Indian Association. Hindus governed by the Dayabhag school as also sepa­
rated members of a Mitakshara family and Muhammadans have in some 
eases to pay a probate duty for obtaining letters of administration whereas 
the joint members of a Mitakshara family, who form a large section of the 
Hindus, escape payment of duties for leters of administration. Compulsory 
duties to obtain letters of administration should be levied in case of the 
Mitakshara family but in order to minimise the hardship two conditions 
should be made (a) the duty should be not more than 1 per cent. where the 
value of the separable shares is between 10 to 50 thousand and (b) 2 per cent 
for higher. 

Income-tax on agricultural income.-Apart from other reasons no income­
tax on agricultural income should be levied on the zamindars because of the 
promise in the permanent settlement contract. Apart from this promise 
income-tax levied on agricultural income will bring in a comparatively small 
sum. In view of the fact that Government of India already derive a large 
income from the income-tax from the province the tax should be an unjust 
imposition on Bengal. Zamindaries in Bengal are rapidly ceasing to 
be economic properties and imposition of income-tax will hasten the process. 
There are very very few bona /iile agriculturists whose income from agri-
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'Culture will not reach the limit of even Rs. 1,000 a year not to spea~ of 
Rs. 2,000 a year. The agric~lturist in ~en~al _ge~erally holds .sm~ll hol?m~s 
attd the income is comparatively speakmg msigmficant. There Is no JUSh· 
li<·lltion for imposing income-taK on the bona fide agriculturists of Bengal. 

Sir P. C. Mitter gave oral evidence as follows :-

The President. Q.-You have sent us a paper in which you say that you 
are speaking not as a stu?ent of political ec~nomy but ra~~er as ~ man of 
affairs; and you are speaking as a representative of the Bntish Ind1an Asso­
ciation? 

A.-Yes. I would like to say this. The letter asking me to give evidence 
only reached me on Thursday afternoon. I had, therefore, to prepare this 
nete in a hurry. The British Indian Association's annual meeting took place 
ye~terday and we had no time to allow the new Committee to go through it. 

'Q.-Wotild you mind explaining to us exactly what the constitution and 
objects of the A.ssociation are? 

A.-It is a very old Association, one of the oldest Associations of this town 
and, if I may say so, the premier Association of this part of India. It has as 
its members landholders and other men with a stake in the country. They 
take a good dea1 ·of interest in politics and public affairs. 

Q.-It is not solely a landholders' Association? 
A.-No; tbere are among the members merchants also. There are also 

Calcutta landholders, that is, house property owners. 
Q.-It 'is a political association of Indians with a stake in the country? 
A.-Yes; that will be a good description. 
Q.-You say th~J.t "India does not possess extensive areas of virgin soil 

waiting for development." But are not there such areas, for instance, in 
Assam? 

/l..-I have spoken more with reference to my province of Bengal. I know 
there are such places in Assam and elsewhere. But compared with the 
density of the population there is no large quantity of virgin soil awaiting 
development. • 

Dr. Pamnjpye. Q.-We were told that in West Bengal especially, it is 
difficult to get stable and permanent occupiers for the land. 

A.-In ·western Bengal, the position is this: it is becoming unhealthy due 
to many years of neglect. It is even difficult to get sturdy cultivators. 

The President. Q.-We have been told that from Mymensingh and other 
places cultivators are migrating to Assam in large numbers. . 

A.-Some of them are and some are not. It is always a question of supply 
ana demand. 

Q.-If tbey are migrating to Assam, there is a danger of the Assamese 
being submerged. 

A.-Yes; one of my points is that the population in rural Bengal is much 
denser as compared with the population in England. When you find that in 
England more than 70 per cent of the people live in urban areas, you can well 
understand what the pressure must be in rural areas in Bengal. That being 
the position it is only natural that if there is virgin soil people will migr.ate. 

Q.-You say that "India has a peculiar revenue history of its own dating 
back to the Hindu times." Does it date back to ChandraguptaP 

A.-I do not want to enter into theories, as I said. What I mean is that 
Muhammadan revenue history was really based on the Hindu system; 

Q.-And your theory is that the British administration has continued that 
with modifications and what is going on now is practically what was going 

·On in Chandragupta's ·time? 
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A.-It may not be quite accurate to say that. I may say that in the­
British system there is a foundation of the Muhammadan system and in the 
Muhammadan system there is a foundation of the Hindu system, Because, 
the Muhammadans got the empire from various Hindu kinas, wherea., 
Chandragupta and others like him were all-India Emperors. At any rate,. 
all northern India was under their sway. 

Q .~Do you find the present system in the Artha Shastrn? 
A.-To some extent, yes. . 
Q.;-You say, "agriculture at the present moment is in n state of utter 

neglect." 
A.-Yes, due to disorganisation mainly. 
Q.--'-Have the Agricultural Department done nothing to improve it? 
A.-They have been trying to do their best but they could not do much. 

~ut considering the very limited resources at their disposal and also consider­
mg that the problem is so very vast and the public opinion is so little roused,. 
I do not think they could do more. I know that in some provinces they have 
done some useful work. Their organisation is this. They have got at the 
headquarters a Director of Agriculture. There are then one or two Deputy 
Directors of Agriculture. Then ·in the districts there are officers on a poor 
salary of Rs. 150 or Rs. 200 and they have to do propaganda work over a 
large· area, often three or four thousand square miles. A better organi~ation 
is necessary to do the work satisfactorily. 

Q.-You have no parties going about and cultivating plots which nre let 
to them by landholders? 

A.-There are parties like that; but considering the area of the province, 
they are not enough. . 

Q.-In other words, that is one of the respects in which the country is 
underdeveloped? 

A.-Underdeveloped in the sense thnt there are various places in Bengnt 
where it is possible to grow two crops instead of one and I believe I have given 
the figures from· the Census report.· 

Dr. Hyder. Q.-The point which you are mentioning is that State help 
is not suffioient; I want to know whether the landholders of Bengal have­
done their share in making two corps grow where only one crop grows. 

A.-They have done their share where the law has given them any right. 
But where the law did not'give them any right, then it would be trespass on 
their part in the first place and secondly the incentive of self-interest is 
wanting. 

Q.-Do you mean to say that the landlord is prevented from making even. 
the two annas in the rupee enhancement? 

A.-Not exactly prevented by physical force. Take a holding paying a rent 
of Rs. 20 a year. An increase of two annas in the rupee means Rs. 2-8-0. The 
capitalised value of that is about Rs. 40; and if the landlord wants to ·get 
that increase through the law courts, he will have to spend about Rs. 1,000 
and the raiyat has to spend about Rs. 300 in defending the action and no man 
out of Bedlrun will do it. If there were a simpler process, perhaps certain 
executive officers being on the spot decided the question, if the landlord 
got his proper share for the money that he spent and the raiyat al~o got a larger 
shiue as his profits, then perhaps there would be some incentive. But now if 
he wants to have an increase, he has to file a suit in the Munsif's court; tha 
matter will be heard after three years; he will have to bring his witnesses 
from any distance; the matter will again perhaps be taken up in appeal, 
they generally go even to the High Court; and before the litigation is com­
plete, he will have to spend a lot of money. 

The President. Q.-The position is that the country is not overtaxed but 
underdeveloped? 

A.-No; the pos~ion is, the country is overtaxed considering all the sur­
roundwg circum,tances, the bad health of the raiyats, the density of the popnla. 
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tion and the consequent p·tessure thereupon. It is also underdEWeloped. The 
heavy taxation presses all the more because of underdevelopment. 

Q.-Wha.t I gather is the country can afford to have the present level <Jf 
taxation if it were properly developed. 

A.-No; that is not so. If it is properly developed then the present heavy 
taxation will press less heavily but even then further taxation cannot be 
justly imposed. We have 86,000 square miles of cultivated area and on this we 

~
ave a. land revenue, roughly, of 3 crores of rupees. Take, for instance, Mad­
as. The area there is 128,541 square miles and the land revenue is 5 crores 

. nd 13 lakhs: If Bengal is paying 3 crores on 36,000 squar~ miles, it is not 
\mderassessed. ~ou sp~nd in Madr~s a la:ge amount, perhaps a crore and 
a half, on collectiOn owmg to the ra1yatwan system. · 

Dr. Pamnjpye. Q.-Does it not also d~pend upon t~e fertility ?f t~e soil? 
You cannot compare Bengal to Madras or Bombay mthout CQnBldermg the 
attendant circumstances. 

A.-Take the whole area here and the whole area there and also consider 
the attendant circumstances after proper enquiry, but do not assume that the 
attending circumstances are favourable to Bengal without a proper enquiry 
Qn the point. · · 

The President. Q.-So your c~nclusion is that Madras is very much worse 
off than Bengal? 

A.-The raiyats are worse off out the Government i:s not better off; because 
you collect 5 'crores and odd there; and you spenq nearly 1·75 lakhs on 
collection. 

Dr. Paranjpye. Q.-How do you get that? 
A.-I get these figures from the Civil Budget Estimates. 
The Pnsident. Q.-May I ask you whether you include the chowkidari tax 

in your Civil Budget Estimate P 
A.-No. 
Q.-But we do. 
A.-That may make a little difference. 
Q.-But 57 lakhs is a considerable amount. 
A.-Yes, take that into account but in that case take other Bengal taxes 

into account too. My main point is that the raiyats are worse off and Govern­
ment not better off, if at all, due to the faulty system. 

The Hon'ble Sa1·dar Jogendra Singh. Q.-;-If you have to bring so many 
suits for the collection of land revenue, what does that indicate i' 

A.-In' Bengal we have to sue in civil courts and not in revenue courts. 
Dr. Paranjpye. Q.-Do you think it is a. mistake in the law? 
A.-Partly yes, partly no. That question, if I may say so without any 

'()!fence, just indicates how difficult it is for a stranger tq understand the diffi­
culties of Bengal. In Bengal there is no revisional settlement for land revenue 
purposes and the rights are in individuals from the time of the perir9.Ilent 
settlement. So that it is perJiaps right that civil courts should deal with 'these 
matters as important interests are affected. In Orissa you have thirty years' 
settlement. At the end of every thirty years Government steps in and settles 
-the disputes, adjusts all rights. The rights of the individuals are therefore not 
so valuable in temporarily-settled areas as in permanently-settled areas. in 
Bengal if you were to have suits in revenue courts, valuable rights might be 
seriously affected. 

Q.-Do you think they are worth anything? 
A.-Their worth varies but they a1·e often valuable to the owner who is not 

always a rich man. But their value is gradually diminishing owing to circum­
·stance over which neither the landlord nor the tenant has any control. 

The President. Q.-You say that it is on account of the absence of the mU:ch 
more oppressive system of land revenue of Madras that the Bengal raivat is 
very much better off? • 
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·. A.-Yes, partly, but my answer is as I have already said, the Madras systelll 
Is nor; really better for Government but very mue.h worse for t.he raiyat. 
· Q.-The consequence is that he is able to spend nine crores out Qf his surplus 

in customs duties on luxuries. 
A.-Not the raiyat so far as the bulk of nine crores is concerned. The bulk 

of the nine crores is divided amongst a very large number of tenure-holders. 
w~o individually get a few rupees only. The customs duty is in most eases not 
paid fc~ luxuries. The poor raiyat must have a pair of dhoties. The better off 
should have a pair of shoes. The poor raiyat ought to have salt. For these 
neeess_itie? ~e has to pay customs duty and when a large number pay even small 
sums mdiVJdually the total becomes a large amount. 

Q.-The poor raiyat can weave his own dhotie? 
A.-He cannot; because that industry has become so much disorganised thaf 

it is not pt\~ible for him to do it. 'That industry has been killed. 
Q.-He need not buy a Manchester dhotie. . 
A.-Not necessarily. There is another point which I must mention. In 

Bengal 71 per cent of the people die before 30, 85 before 40 and 93 before 60. 
Our average life is :.!3 against 53 of our British fellow-dtizens. 

Q.-Are you including the infantile mortality? 
A.-I am giving these figures excluding infantile mortality. I have worked 

out the census figures myself. If that be the health condition of the people you 
cannot expect too much. It may be that the Bengal raiyat is better off than the 
United Provinces or the Madrasi raiyat. But the health condit.ions, the presence 
of litigation throughout the year and other sorrounding circumstances are 
highly injurious. 

Q.-Yet they have a surplus of nine crores to spend on customs. 
A.-The nine crores do not belong to the raiyat nor is it wholly spent on 

customs. 
The Hcm'ble Sardar Jogendra Singh. Q.-What does it work out to per 

head oftheo population? 
A.-In my opinion we have not got enough materials to work it out. If you 

would appoint a capable officer with a suitable staff and if that officer be given 
one year's t·ime he may arrive at figures which may be very roughly dependable. 

Q.-You are of opinion that the Cimmittee should take a longer time for its 
enquiry? 

A.-Yes, very much longer and there ought to be far more detailed enquiry. 
The President. Q.-One of the great evils is the excessive degree of sub­

infeudation. And in most districts 8 tn 10 degrees of sub-infeudation are not 
uncommon. 

A.-It is rapidly increasing due to social and economic causes. 

Q.-There is nothing to check it. 

A.-I do not want to suggest off-hand. If a committee is appointed to 
enq-aire into the matter and if it creates public opinion on the subject it may 
be checked. India has got a peculiar revenue history of her own dating back 
to several centuries. In Bengal since 1793 there have been many vested inter­
ests and rights ior valuable consideration created since that date. We cannot 
write now on a clean slate. From the year 1840 to 1880 was a period of great 
agricultural prosperity in Bengal. Roads were opened, railways and steamer 
companies went into the interior and the value of articles of food also increased. 
That gave a great incentive to rural praspl!rity. Then about t~e early eighties 
came the jute. That gave another mcent1ve to rural prospenty. Before the 
Bengal Tenancy Act came into operation the landlords and tenants were not 
El'itranged and both the landlords and tenants increased their income. After­

-the land laws were introduced litigation increased and if any one will go through 
me indicia! statistics one will find the great extent to which litigation has 
increa~.,-;~. -In the mean time as rural Bengal became less isolated imported 
articles forced their way· into villages. The standard of life improved and the. 
cost of living became higher. This initial pro£:-.,.rity began to be a diminishing. 
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quantity. In the meantime tenure-holders and raiyats began to be educatedr 
when one member of the family came to town he would leave his land with some­
body for a short time. After some time he would be inclined to let it out. A. 
raiyat comes to town and starts life as a petty trader. The same story is repeat-

\

ed, sub-infeudation inc-reases. It is the same in the case of the zamindars also. 
Take a zamindar with an income of rupees eight thousand. He has got four 

~
ns and the sons come to town, get educated and become pleaders, doctors and. 

on. The income in the share of each son from the ancestral land is not 
ough for his support. He has to supplement that income and starts living in 

a town. Naturally his share in the land is left in the hands of somebod)'. 
One of· these sons leaves 3 or 4 sons, the situation becomes worse and the result 
is in the second generation that property ceases to be an economic property, 

Q.-None of those Government servants and doctors return to their villages­
and buy lands? 

A.-Some of them do. In the olden days more of them used to do it. For 
the past 30 or 40 years the health of Bengal has become so changed for the wors& 
that anyone who tried to settle in a village and purchased lands returned a 
sadder and wiser man. 

Q.-It is not one continuous progress. But is there not action and counter­
action? 

A.-The unhealthiness of rural Bengal has added very materially to the­
economic difficulties and the normal state of action and counter-action could. 
not have a free play because of the unhealthiness of rural Bengal. 

Q.-Is it new? 
A.-Com(faratively speaking it is new. The great Burdwan fever started< 

in Burdwan, spread to Nadia, Jessore and then to other districts. Unhealthi­
nes,s increased considerably as the reports will show during the last thirty­
years. Very little can be done in Bengal unless the health problem is solved. 

The Hon'ble Sardar Jogendra Singh. Q.-Aiso the food problem? 

A.-Yes. 1 consider the health problem as more important, but the t.wo. 
problems are intimately connected. It is a vicious circle. 

The President. Q.-You say increase in taxation did not enable the Cen­
tral or Provincial Government to do anything appreciable for matters ahnui: 
which public opinion is keen. 

A.-I was in the unfortunate position of being a Minister for three years. 
We started with a deficit of about 2 crores and 10 lakhs; we retrenched to th&­
extent of about 1 crore 75 lakhs, introduced fresh taxation which brought in­
about 70 lakbs, and got our contribution of 63 lakhs remitted for three years. 
With all these we were just able to balance income and expenditure. 

Q.-Has there not been a steady transference from the reserved to the­
transferred side? 

A.-No such question arose in Bengal, because there was no money either 
for the reserved or transferred subjects. 

Q.-The percenta.ge of total revenue spent on the reserved side had' de­
creased and on the transferred side it had increased. 

A.-Not in my province. It was about 35 per cent in the beginning ana. 
35 per cent in the end. No such question could arise as our deficit was so. 
huge. · 

Q.-Have you read Sir Visweswara Ayyar's book on the "Reconstruction­
of India"? 

A.-I read it some time ago; but don't remember it full. 
Q.-Dicl not the principal factor of the reconstruction of Japan depend• 

upon the redistribution of taxation? 
A.-Yes, but there was a fundamental difference. They had a nation&'t 

government there. Although there too the Ministers were unpopular in the 
beginning they soon ceased to be unpopular for, after all they were Ministers 
of their own national government. Here if your coun,f,rymen want to take the­
initiative to introduce fresh taxation they will be misunderstood. Even if the-
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M~mber in charge of the Finance Department were an Indian and if he w<>re 
-to mtroduce fresh taxation he too would be misunderstood but in case of some 
Indians not to the same extent; Indian members of Government are called 
.bro~. bur~aucrats. I was instrumental in introducing taxation while I was 
a l\Imister m charge of some Transferred Departments but I was misunderstood 

.although the taxes were introduced with the best of intentions. 

Q.-You say that without increasing the productive capacity of the people, 
"there should be no new taxation and you advocate that the productive cnpn.­
•city of the pepple should be stimqlated. In this connection, you quote the 
•case of Japan, but is it not a fact that the progress of Japan was coincident 
·with the period when there was high taxation? · 

A.-The assumption is not necessarily accurate. In Japan they had their 
own national government and the Ministers were responsible to their mm 
c01mtryman for the action of Government. No doubt in the beginning their 
Ministers were not very popular at first, but they gradually gained the con­
iidence of the people for their Government and the people being their country­
,men the difficulty was much less. Here it is just the reverse. If the Govern­
ment here were to introduce any new taxation, they will be misunderstood. 
'Take for instance, if my esteemed friend the 1\Iaharajadhiraja Bahadur of 
Burdwan were the Finance Minister and introduced a new taxation Bill, he 
-wo'uld be misunderstood and it would be said that his was the action of a 
brown bureaucrat. Therefore I would advocate this-retrench, retrench, re. 
trench. Spend every pie that you save by retrenchment for increasing the pro­
ductive capacity of the people and let the people realise that the Government 
has tried its best in minimising its expenditure to its u~most and in spending 
the savings effecteq for the good of the people, and then the Government will 
_get co-operation from many to increase its resources. In this way taxation 
·will be an easier proposition and the fruits of this taxation should also be 
.employed for increasing the productive capacity of the people.· I know it is 
·very difficult now for anybody to convince the people of the need for further 
·taxation. When I was a Minister I had to introduce three Bills in my time, 
,and I was also misunderstood. 

Q.-You had a very strong Retrenchment Committee in Bengal? At least 
. a fairly strong one? 

. A.-I cannot say it was a very strong representative Committee. The 
.people would have liked a stronger and more representative committee. The 
opinion of the Committee was that there was considerable room for retrench­

·ment, but the main difficulty was that many subjects were mostly on the 
reserved side and could not be retrenched without the sanction of the Secretary 

,of State, which apart from other difficulties mean years of delay. That is why 
I say the present constitution makes it very difficult to have freedom of action. 

Q.-When you say that without increasing the productive capacity of the 
:people, no new taxation should be imposed, does not the converse bold good? 

A.-The converse would bold good only if I were convinced that there was 
no ream for further retrenchment, but I say, retrench, retrench and retrench. 

'Once yon finish the retrenchment, you can very easily turn your attention to 
possible avenues of new taxation for increasing the productive capacity of the 

.people. 
Q.-Then again you make some criticisms about our terms of reference and 

,suggest that we should. take eri~ence. and then retire into prh;ate life for 
some time. I am afraid that this might be construed as meamng that we 
were trying to shirk our job in not forming our own conclusions. 

A.-But I say, Sir, that your job is so very difficult and your time is so 
-very limited that any attempt to finish this very difficult job in a few month's 
time would be neither fair to the country nor to yourselves. 

Q.-We are not proposing any new scheme of taxation to be brought i~to 
-force but we are only giving the pros and con.~ on the materials whiCh 
have 'boon discussed now and then in the budget speeches in the past and 
,educating public opinion and collecting materials on these. 
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A.-If I may say so without any impropriety to yoU:, if you come to a 
decision without full materials, then it will be impossible for you to come to 
right conclusions or to give the right lead to the public. 

The Hon'ble Sardar Jogendra Singh. Q.-Your point is. that the Com­
'mittee cannot formulate their decision without having such materials before 
them as can be obtained from a thorough economic enquiry, is it not? 

. A.-Yes that is my opinion. First of all the problems are too vast for an 
all-India C~mmittee and then your Committee requires a good deal of assist­
ance from every province. Take, for instance, Bengal, its problems are so very 
difficult that it will require at least one year to understand its problems for a 
very hard working man. You require the help of Provincial Governments and 
of provincial committees to a great.er degree than it is poilsible for you to get 
now. 

Dr. Hyder. Q.-i'<Iay I ask you to specify exactly what are the taxation 
problems you have m mind? 

A.-Taxation problems in what sense? If I were to speak generally accord· 
ing to your terms of reference, I say Bengal is the most heavily taxed province 
in India .. 

The President. Q.-Have you not told us that land revenue is very much 
lower in Bengal than in the other provinces? 

A.-Land revenue is not the only sc•urce of taxation, but there are other 
sources of taxation. I would give you a rough calculation, of cou'rse, subject 
to correction. For the whole province of Bengal about 37 crores of rupees is 
raised by the Imperial Government and Provincial Government excluding the 
local bodies. Out of this roughly 11 crores of rupees belong to the Local Gov­
ernment and of the balance of 26 crores although the whole of that amount is 
raised in Bengal yet the whole is not necessarily Bengal's. For example, we 
raise something like 8 crores of rupees as income-tax. Out; of this 8 crores, 
about 91 per cent is Bengal's own on our local retail trade, our house pro­
perty, our jute business and certain other local sources. I think we proved 
before the Meston Committee that 91 per cent of the income-tax raised within 
the province was really Bengal's own contribution. Therefore we can claim 91 
per cent of the income-tax. If you take income-tax which is about 8 crores 
of rupees, nearly 7 crores is Bengal's own, and again if you take customs duty 
about 65 or 70 per cent is Bengal's own, i.e., paid by consumers of Bengal. 
Therefore if you take the figures and compare them with those of other pro­
vinces, the only province which would compare favourably will be Bombay· 
bearing that no other province would compare with Bengal at all. ' 

The Hon'ble Sardar Jogendra Singh. Q.-Your fear is that the economic 
theories based on the knowledge of other countries in the world would not 
hold :{?;ood in the conditions in India? 

A.--Certainly. I have discussed with professors with erudite knowledge. 
in the science of economy, but their conclusions always seem to be based on 
no knowledge of Indian conditions. I mean to say that to come to any con­
clusion regarding the taxation of India, you must have aceurate and exhaus. 
tive knowledge of villages in India and more time at your disposal. 

Dr. Hyder. Q.-So far as you say that income-tax is takeon out . .f.rom your 
province, that is not a problem peculiar to Bengal, but it is a problem pecu­
liar to all the provinces? 

A.-I do not think so. If you compare what is taken from other provinces. 
you would find that Bengal pays very much more. 

Q.-That is due to the fact that some of the chief industries have their 
centres in Bengal. · 

A.-You may exclude the ramifying industries and include only such indus­
tries whic~ are. exclusively B?ngal's. I would give, you examples one by one. 
Take the _JUte. mdustry. It IB und~ubte?Jy Bengal s. Apart from income-tax 
from the Jute mdustry a lump sum IS rmsed from export duty in j-ute and it iq 
for this reason Bengal has become so unhealthy, but the Government of India 
has no right to. take away 3 crores and 50 lakhs of rupees and not spend a 
single pie for the health ancl comfort of the raiyats who deal with this stufi. 
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'The jute industry is encouraged to the detriment of the raiyat himself. It is 
·grown at the expense of the health of the cultivators themselves and the 
<Government of India has no right to take so much income without 'attending 
-to the health of the people who grow this commodity. 

The President. Q.-Those are far fetched arguments. 
A.-Not at all. 

. Q.-You choose to engage in a dangerous trade and the Government takei! 
wcome-tax from you? · 

A.-That won't be a correct way of putting it. Jute cultivation by itself is 
-not a dangerous trade, but out of the income derived from tbis industry the 
<Government should spend at least 20 per cent of it for the health of the 
.people concerned. Even if it be assumed to be a dangerous trade the em­
JPloyers of labour in such trade have a special responsibility. 

Dr. Hyder. Q.-You brought jute on to the lands of Bengal which are 
'1!larshy and full of water. They pay land revenue and that is fixed perman­
ently and that jute is manufactured into a CO.!Jlmbdity which is an entirely 
·different thing to the growing of jute. 

A.-I am not talking about the manufacturing portion of it. 
·Q.-Your point is that jute is produced in Bengal and that it brings disease 

<to the people and Government spends nothing to allay this disease? 
A.-My point 'has nothing to do with the manufacture of jute into finished 

•commodities. My point is confined solely to the growing of jute. Jute is 
<grown under unhealthy conditions, for example, people who are to clean the 
jute have to spend a long time in water and for hours together. There must 

'be cesspools and stagnant w.ater, etc., in order that jute fibre can be extracted. 
fCesspools and stagnant water contribute towards unhealthiness of the pro­
'Vi.nce. 

Sir Percy Thompson. Q.-You realise that the Government of India does 
•not take even one pie out of the growing of jute P 

A.~ertainly it does take about 4 to 5 crores from jute but I want to make 
-one point clear first. When I was referring to the income from jute amount-· 
ing to more than 3! crores of rupees, I was referring to the export dut,y on 
jute. From the export duty on jute, Government gets roughly 3t crores and 
1there are few commodities in addition which bring this duty and they are, 
·tea and hides and skins. Out of these commodities, jute is the monopoly of 
Bengal and the cultivator ·grows it. He has to grow this under very insani­
tary conditions and so if the growth of jute adds, to the wealth of Bengal, 

.it is but fair that the Government or whoever takes this tax should also see to 
·.the health conditions of the raiyats who cultivate it. Besides the export 
· iluty on jute Government of India takes a large income from the income-tax 
on jute industries. 

Q.-'-You are raising a very controversial point as you say 3! crores of 
·~pees 'is paid ·by Bengal. The whole theory is that jute being a monopoly, 
·it is being paid'by the foreigner? 

A.-Raw jute is not a monopoly, but its finished product is the monopoly . 
. I can give you my own experience during the war period. It was the jute 
n;till owners who were the m'?nopolists and during th<>!'e war p~ri<>4s the raiyats 
'had to sell at a very low pr1ee. The reason was tbis. Outside JUte markets 
were stopped and during the war when shipping was stopped the local jute 
niillowners ·became the only purchasers and the result was that they could 
buy the raw jute at a very cheap rate and they could sell this monopoly at any 

·price they chose. I suggest that the monopoly is of the finished product, 
. e.g., the jute bag. If the jute is not grown, jute sacks will not be made. 
People want jut-e sacks for·many purposes, they do not want the raw jute. If 

·ten times more raw jute is grown than is necessary, then more raw jute won't 
-be purchased than is necessary. Therefore jute sacks will continue a 
monopoly so long as there is a. demand for them and there is always a demand 

·for them. Raw ·jute is not the monopoly, but it is the jute ilBCk which is the 
.monopoly. Even if we assume it is a monopoly, we are only. concerned with 
tthe profite of tll.e monopoly. 
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Dr. Hyder. Q.-In reply to Hon'ble Sardar Jogen~ra Singh,_ you said. 
that economic theories of other countries cannot be apphed to India. I ask 
you, the sum total of the. economic theory resolves into one or two points. 
One is price. Would you say that prices here are managed on some other 
principle than prices in the West? 

A.-I would not like to be led into this controversial point as I am not a 
student of political economy. But I can place before you some special condi­
tion of India for examtJle, India is the producer of raw materials. India 
exports a good deal of her raw material and India is the consumer of large 
quantities of finished products manufactured_ in othe: countries. It is ne.ces­
sary to re-examine the gen!)ral truths you may mentiOn and what deductions 
have to be drawn from those truths when applied to Indian conditions. I 
would lay more stress on deductions with due regard to Indian conditions. 

Q.-But this has nothing to do with our question. I put it before you 
whether you think the principles of taxation as enunciated by the people of 
the West are applicable to this country or not? 

A.-It depends on so many factors. It is such a general question that I 
cannot give you a definite answer. 

Q.-I ask you whether another principle is not this: That Government in 
making a scheme of taxation ought to obtain the resources required from 
people who are able to pay? Would you admit this in the case of India OI' 
not? 

A.-Yes. The logical conclusion would be that the rich man must pay. 
Then the question will arise as in England, comparison between rich men and 
poor. men. As a self-governing nation England can afford to tax the rich 
men and if need be its poor men, but in India under its present political 
evolution, if you tax the rich unduly, there will be a good deal of agitation 
amongst that class. You ought not to tax the poor in a country like India 
unless it is absolutely necessary. Therefore, the application of those principles 
to the conditions of India introduces difficulties. 

Q.-Taxation is not welcome anywhere, but would you admit that the rich 
must pay more to the State? 

A.-For that my answer would be that the system of Government is so 
very different here, it would be dangerous to increase the tax now on any 
class. 

llfy proposition is that the landlords and the rich people are not inter­
changeable terms. In England it may be so, with its law of primogeniture 
in Bengal at least 99·5 of the landlords are very poor men. ' 

The Hon'ble Sardar Jogendra Singh. Q.-Don't you think for the econo­
mic welfare of the country, you want accumulation of capital and you want 
more richer and middle class people? 

A.-Yes, but only those who would be able to utilise their capital for the 
development of the country . 

. Dr. Hyder. Q.-Is it your proposition that you should reduce the taxa­
tiOn on the rich, and distribute it between the middle class and the poor? 

.4 .-llfy proposition is that you should carry out retrenchment first. I do 
not propose any new taxation at all either on the rich or poor till you have 
retrenched. 

T~e President . . Q.-You were saying that we ought to begin with local 
enqmry. At th~ time when re~ren~hment committees were meeting, practi­
eally every provmce made enquuy mto the question of taxation p 

A.-No proper taxation questions were raised at all by these committees 
I think. 

Q.-Why, you had the Police Rates Committee? 

A.-1 do not think that so far as I remember that report was even consi­
dere~ by the Governm.e~l;! at least,, not in my time. The Committee was 
appomted about the _division of pohce expenditure prevailing between Cal~ 
cntta and the mofussil. 
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Q.-I think the point in question was when the country pays for its polic&­
in the shape of chowkidari tax, why should not the town pay for its police? 

A..-The point was different. The pollee administrat10n of Calcutta cost­
such a lot that it was considered whether Calcutta should be specially taxed 
for its own police or not. That was only a very limited enquiry and I do not 
think that enquiry is even complete, and I do not think that Government 
ever considered that report. 

Q.-In Chapter XX of the Retrenchment Committee's Report, don't they 
defend the local cesses and the transfer of functions to local bodies? 

A..-Yes, but that was rather beyond their scope, and so far as I remember, 
the outside public never knew that it was their function to go into these· 
questions. 

Q.-Have you got a Committee now sitting on the subject of death duties? 
A..-Yes. · 
Q.-I am only citing these to show that in Bengal as in other provincesr 

they have had a number of enquiries. . 
A..-My point is entirely different. Let there be a systematic enquiries 

in all the provinces, not spasmodic enquiries of this nature which lead to 
very little results and often to wrong results. There should be systematic 
enquiries on two points : the economic condition of the people as also the 
possibilities of taxation and possibilities of retrenchment. 

Q.-The economic enquiry is being taken up, as you know, by another 
Committee. 

A. .-That again is an all-India Committee. 

Q.-As regards local enquiries of taxation, we find that there had been 'a 
number of enquiries into isolated taxes and we have done our best to gather 
the results of those enquiries into our material. 

A..-I do not think that these spasmodic enqujries will do any good. There 
ought to be systematic enquiries; there have been no systematic enquiries, at 
any rate in my province. 

Q.-on page 485 of your written statement you say that the total amount 
intercepted by the landlords (inclu4ing tenure-holders) was 9 crores 86 lakhs 
and odd. Is that the whole of their income? 

A..-That is the whole of their gross income. 
Q.-Yet that same class is largely responsible for spending almost an iden­

tical sum on the imported goods. 
A..-No. I have shown that the average income of that class is only Rs. 28 

a year; therefore they cannot spend much. From the forties to· the eighties 
there was a great deal of agricultural prosperity in Bengal; schools were 
started (I have said elsewhere that there are more high schools in Bengal than 
in the rest of India put together), these have created a large number of 
educated men and these men, partly out of their earnings and partly out of 
what they get from land, can spend more, because the educated middle class 
that exists in Bengal does not exist to the same extent in Madras or in the 
United Provinces. 

Q.-Is it not the educated middle class that is well off in Bengal? 
A..-No, they are not well off. 'fhe pressure on them is even worse than 

on the raiyat. 
Dr. Hyde1·. · Q.-Because they do not perform manual labour. 
A. .-That is because of the Government policy in the past by which only 

literary education was stimulated, or it may be want of policy; manual 
labour and technical education were never t bought of. 

The President. Q.-Where does the surplus of 9 crores come from? 

A..-It comes in little driblets. I admit that the middle class man in Ben­
gal is better off than. say, the middle class man in Madras; but I say that the 
middle class man in Bengal is very badly off. It may be that the middle class 
man in Madras is still worse off, but I am only concerned with Bengal. 
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Q.-His taxable surplus is larger than in 'the rest of India? 
A..-No, he has no taxable surplus, besides all indirect taxes are taxes. 

lie is paying in customs duty and· income-tax. Land revenue should not be 
-taken as an Isolated item. 

Q.-Whether all-India or provincial, it is taxable surplus. 
A.-Naturally, but it is already taxed twice over; the tax should b~ taken 

·once, not twice over. If there was not that tax, then no doubt you would be 
justified in saying that you get a taxable surplus. 

Q.-You arrive at this figure of Rs. 28 a year per landlord by the pro~ess 
of dividing the gross rental by the total number of land revenue-paytng 
·estates land revenue-free estates, rent-free tenures and rent-paying tenures, 
-these l~tter being 3,586,000 in number. 

A..-That relates to the year 1918-19; in more recent years, the numbers 
bave increased. There is one point which strengthens my point. I have 
assumed that .each estate or tenure is held by one man. In point of fact, 
-there are men who hold more than one estate or tenure, but by far the larger 
number are men who divide one estate or tenure amongst themselves. Per­
haps ten or twelve are co-owners for a .single estate. If enquiries are made, 
you will very likely find that their income is not more than Rs. 20. 

Q.-Are not the ~·esults of the average apt to be very fallacious? You l1av~ 
-6Ei0 people for the bulk of the income . 

. A..-Not the bulk. 
I!r. H11der. Q.-Rs. 12,000 is the minimum. 
A.-U you ask the maximum, I do not think there are more t.han a dozen 

with an income of a lakh of rupees a year in Bengal to-day. 
Q.-Not more than a dozen! 
A.· ·-There may be lots of other men with a larger income, but arnong the 

v.n.mincl:trs there are not. That is why I advocate a provincial c,nquiry. If 
you go away with the idea that the Bengal zamindar is a rich class, you will 

•be going away with a wrong idea. If you analyse the settlement records, 
you can get at the individuals m1d find their income. . 

The Presillent. Q.-You say that. litigation means a curse both for the 
ll!ncllord and tenants and impoverishes both. How would you remove that 
curse? 

A..-That is a different point altogether. I gave my evidence before the 
·Civil Justice Committee on that point. I am quite willing to give my evi­
dence on this point, but it Fill take a little time. 

The Maharajadhiraia Bahadur of Burdwan. Q.-What did the Civil Jus­
-tice Committee say on this point? 

A. .-I have not read their report yet. 
The President. Q.-You have suggeSted that these matters should be settled 

by a Settlement Officer. 
A..-Some of these matters, not all. 
Q.-I understand you would like to remove these snits from the jurisdic­

tion of Civil Courts. 
A..-That cannot be done in Bengal. 
Q.-In the Madras estates they are all tried by Revenue Officers . 

. . -!.-The Be~1gal Government .applied the same procedure in Orissa; but 
d1d not apply It to Bengal or B1har. The reason was that Orissa was tem­
P?rarily settled for 30 years and there could be a clean slate, but Bengal and 
'Bihar were permanently settled. I may have my remedies, but I do not like 
~o ex~ress. them off-hand. These a:e pr?blems which require a good deal of 
111vestlgat10n. They cannot be decided 111 a summary fashion· they have a 
history of more than a century behind them. ' 

Q.-On pag~ 487 ?f your me~orandum you say that one reason for the 
1n!·ger contnbuhon o~ mcome-tax 1s that the .Bengal raiyat and the bulk of the 
1l~Hl~le-class of me1~ 111 Bengal are, comparatively speaking, better off than the 
snmlar class men m 1\Iadras. 
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A.-You have already taxed them, you cannot tax them over again. 
Q.-Does the raiya.t pay inCQme-tax? 
A.-No; but the raiyat pays his tax on the cloth he uses, salt, kerosene oil, 

etc. 
Q.-You are speaking of the comparison between the income-tax figures, 
A.-If the trader pays income-tax, he will recoup himself from his customer 

and all indirect taxes have a tendency to raise the price. If you examine the 
figures of the pre-war and after-war periods, you will find how the cost of 
living has increased in Bengal. 

Sir Percy Thompson. Q.-Do you think the man who. pays income-tax 
can throw the burden on to his customer? 

A.-He may or may not succeed in doing it. In Calcutta he can never 
throw the burden on to the customer; but if you go to the village, where he can 
command his price and where there is no competition, he tries to recoup him­
self. Where there is competition, he cannot always get it out of the customer. 

Q.-Human nature being what it is, if he has a monopoly, he will charge 
a higher price, income-tax or no income-tax. 

A.-But these various taxes do affect the price when a particular article 
enters the country·for payment of customs duty. If a particular article can 
go into the hands of the consumer for payment of income-tax, that would 
have an effect, apart from competition. This money comes from somewhere. 

Dr. Paranjpye. Q.-Yon say you are opposed to death duties; we cannot 
fight abqut words, but you do consider that certain duties of the nature of 
death duties should be levied. 

A.-That is my personal opinion. In my opinion they are merely duties 
paid to Government through its own courts for settling questions of title 
about succession. If a. man dies and somebody who claims letters of adminis­
tration applies for them, that is a test of the man's title to the property. If 
you charge, say, 10 per cent, it can be called a death duty, but if yon charge 
only a per cent, it will be something which you pay to the court for its loss of 
time. 

Q.-2 per cent is charged up to a certain limit and 3 per cent afterwards. 
A.-That is more a lawyer's suggestion than a suggestion for taxing pur­

poses. 
Q.-You know that at present Parsees, Europeans, Christians, Jews, etc., 

are required to take letters of administration. ' 
A.-Yes, on intestacy. • 
Q.-In the case of others, such as Hindus and Muhammadans, they are not 

required to take letters of administration. 
A.-In the case of Hindus, those who take property by means of survivor­

ship have not to take letters of administration; but those who do not take 
property by survivorship have sometimes to take them. 

Q.-You see the two· communities are treated differently. 
A.-Yes. 
Q.-Don't you think it right that the communities should be brought on 

the same level? 
A.-No, not on the same level. A smaller amount is quite enough, because 

when the Succession Act was passed in 1865, there was no idea of making 
profit out of litigation and since then, the various Court Fees Acts were 
amended and recently on account of financial stress, when duties were intro­
duced under the Court Fees Act the idea of adding to the income arose. I 
would rather go back, when the proper time comes, on the policy of taxing 
litigation; at the present moment, we cannot afford to give up the profits 
from taxing litigation. 

Q.-The world has moved a good deal beyond that; death duties are practi­
cable now. 

A .-The two things are fundamentally different. I am opposed to death 
duties for the purpose of raising taxes. 
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Q.-Why are you opposed? 
A.-Because, in a country like India where the average. life is so. shor~, 

where accumulation of capital is important and where there IS a law of parti­
tion, it will be a burdensome thing. 

Q.-lf the average life is short, that would only ben. reason for making the 
rate a little lower. 

k.-There is also the law of partition. In England where the. law of 
promogeniture prevails, a considerable ~um)Jer of estates hav~ b~en Wiped out 
because oi death duties. Our average hfe IS 23, whereas theus IS 5G. If you 
levy death duty in a· province like Bengal, all the landowners will be merely 
swept out of existence. 

Q.--Yon tal;e the example of England where, lht•r0 i~ a ln.w of primogeni­
ture, but take the case of France where there is no such law and where the 
estates are small. · 

A.-In France too, the holdings are getting smaller and smaller. There 
are other questions affecting the problem, e.a., the question of keeping down 
the population in France. That is a very favourite theory in France. In 
India we know it is the other way about. A man malTies at 16 and by the time 
he is 30 he has a number of children. 

Q.-In any system of death duties a certain minimum would be exempted, 
and consequently death duties will be charged only on bigger estates. 

A.-As soon as the owner of a big estate dies, there will be four or five 
divisions of the estate, the result is litigation and the third generation will 
como in 20 or 21l )·ears: it will be far more oppressive. 

Q.-Why should it be oppressive? 
A.--Recause tl•e change is quicker. 
Q.-·If the change is quic;ker, they would charge only lesser dutie~. 
tl.--lf yon calculate it properly, you will find that it will not only be a 

diminishing quantity, but perhaps having a minus quantity as compared 
with the present rate of court-fees. Take a man who dies at 56; he inherits, 
say, at 25; he enjoys the property for 31 years. Take a man who dies at 23; 
he. takes possession of his property when he is 18 or 19. 

Q:-Yo.u are pus?-ing m~tters too much. The expectation of life of a man 
who mher1 ts at 18, IS certamly not 5 years. · 

A.-In Bengal that is the average life. 
Q.-I am afraid you will have to revise your ideas of expectation of life. 
A.-If you tour in rural Bengal for six months, you will find it out your-

self. They do not go in for life insurance. . 
.Dr. Hyder. Q.-Not even Bahadralole? 
A.-The Bhadralolo and the non-Bhadralolc are equally non-exe~pt from 

death, but the Bhadralolc and the non-Bhadralole living in towns under health­
ier conditions have much longer life. I am not exaggerating things. 

D1·. Paranipye. Q.-Ordinarily, you agree that in rural areas tlie size of 
the estates is comparatively small, except among the very rich people. 

A.-The zamindaries are all in rural areas. Some of the owners reside in 
towns, but all the zamindaries are in rural areas. 

Q.-If they reside in towns, their average life is inore. 
A.-But only 7 per cent is the urban population. . 

. Q.-May I explain thn:t the ave.rag~ life is ordinarily meant as the average 
life ~f a person at the tm1e of h1s buth? The expectation of life at 18 is 
certamly .not 5. 

tl.-I admit it is an astounding figure, but it is nevertheless a fact. 
Si1· Percy Th?mp~on . . Q.--Even in England the expectation of life in­

creases up to a certam pomt. 
A.-Undoubtedly it does. 
Q.--Your expectation of life is 23 years. 'At 18 the expectation 111ust bl' 

more than 23. 
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.4..-I won't quarrel about the exact age. l\Iy real point is that the 
a..-erage life here is considerably lower than what it is in European countries. 

Q.-Is not that owing to the fact that there are a large number of deaths 
between the years 0 and 10? This ll:ill not count for estate duty purposes . 

.4..-1 quite see your point; take the figures by all means, say, between 
20 and 50 and compare the figure:; of the two countries. · 

Q.-That is not an argument against death duties, because if it is a fact 
that the estates change more rapidly and more frequently, it is perfect!~ 
possible to adjust that by lowering the rate. • 

.4..-No. Arguing theoretically, it may be possible; hut if you examine 
the figures, say, from 20 to 50 in Bengal and compare it with those in England, 
Scotland and Wales, I am sure you will find that the expectation e..-en at 20 is 
very small. 

Q.-I am not disputing that. Supposing you want to levy an estate duty 
in this country, the weight of which will be comparable with the weight of 
the English death duties, you will find that the a..-erage tenure of the estate 
of a man in England is 30 years and say in Bengal it is only 10. You can get the­
same weight of estate duty by making your rates in Bengal one-third . 

.4..-That you can, but if you examine the figures you will find that the 
duties you already have are perhaps higher than you ought to have. 

Q.-That is not a fact, that is speculation. 

A.-The other thing is also speculation. 
Dr. Paranipye. Q.-What is the expectation of a person at 23? 
.4..-1 am reminded that I ought not to answer in a speculative way. I can 

only say that the average life is very short and I can also say that people· 
with landed interests in Bengal are generally very poor. 

Q.-Estate duties are not intended to hit vecy poor people, but only thosE· 
who leave considerable sums of money which they ha..-e been able to amass. 

A.-That ought to be tbe basis, but what do you think of death dutiei 
levied on estates valued at Rs. 10,000? That man may have left 6 sons. 

Q.-Then the estate duty will be comparatively small, and there will he 
no legacy duty. In England there are two kinds of duties; one an estate· 
duty which is levied on the corpus of the whole estate graduated according. 
to the size of the estate; and the other, a legacy duty or a succession duty 
which is leried according to the share received by each legatee; there is a 
minimum limit in each of these cases. If a man leaves Rs. 10,000, probably· 
in England he would be charged £100 or £150 only as death duty, and if he 
leaves four sons, none of the sons will pay a legacy duty. 

A.-Your proposition is that the duty should be levied within certain 
reasonable limits. If you lay down these limits and apply them to local con­
ditions, you will get very little from Bengal. 

The Maharajadhiraia Bahadur of Burdwan. Q.-Would you advocate that· 
the different kinds of procedure which ha·ve to be followed on succession should 
be lumped together and made into one kind of duty, whatever the percentage? 

A.-I am against death duties as death duties, but I am in favour of a 
man not paying several times over. 

Q.-It does not matter what you call it. Would you advocate lumping 
together all that you pay and making ih inro one as a general principle? 

A.-I do not understand. At the present moment, there is only one kind 
of duty. The executor of a will takes out probate and he has to pay court-· 
fees on the probate. If a man does not leave a will and the heirs wish to 
take letters of administration, they have to pay court-fees. That i~ the only 
thing we ha..-e at present. I am advocating that we should stick to that only, 
'l:i:., court-fees and not death duties. 

Q.-Wouldn't you advocate, where there are stamp duties levied, that th~~ 
duty should be increased during the life time of a man? 

.4..:._1\o. At the present moment, when a settlement is made, a stamp 
duty has to be paid under the Stamp Law which was recently increased in 



503 

"Bengal. Therefore, to my mind ther~ is l!' difference between death duties and 
. court-fees. I am against death duties m any shape or form. 

Sir Pe1·cy Thontpson. Q.-You say "apart from other reasons no income­
tax on a~ricultural incom~ should be levied on ,~he. zamindars because of the 

. promise m the permanent settlement contract. 
A.-Yes; in the permanent settle~ent contract, .it is stipulated ~hat the 

revenue is not to be increased. But It may be explamed away by saying that 
this is not a revenue but a tax. But none the less it is a breach of the 
promise. If you do it, there will be discontent among all classes. 

Q.-You know that in the 1860 Act income-tax was levied. 
A.-Yes; I have not looked into that point carefully as I had to draw up my 

. memorandum on very short notic~; and I am afraid .I will . not. be of 
much assistance to you on that pomt. But my general ImpressiOn IS that 

·the imposition of income-tax on agricultural incomes will be a breach of the 
permanent settlement. 

The !Jiaharajaclhimia Bahadur of Bu1'Cltvan. Q.-What Sir Percy Thomp­
son aims at is this: When in 1860 the Income Tax Act came intp operation, 
income from agriculture was included. Then according to you that must 
have been a· breach of the permanent settlement contract. But no objection 
seems that to have been taken on that point at that time; and for some reason 
or other it was later on abolished. 

A.-I have not looked up to the literature on that point. My opinion 'is 
that the imposition of income-tax on agricultural incomes in 1860 was a 

·breach of the contract. But as I said, I am afraid, I will not be of much 
help to you on that point. I would rather not elaborate on that point. I had 
only very short time to prepare the note. It is a very important point and 

:I should not say anything off-hand. 
Sir Percy Thompson. Q.-Afart from that, you go on to say ' In vie:w of 

the fact that the Government o · India already derive a large income from the 
· income-t!l:lr from the province, the tax would be an unjust imposition on Ben­
' gal.' Apart from the merits of its imposition, does this consideration hold 
water, because it will be coming entirely out of different profits? 

A.-No; it does not. Because take the case of our traders. The same 
people are often traders and agriculturists. • 

Q.-But does not the income-tax come from commercial classes who are, 
· ordinarily speaking, not connected with agriculture? • · 

A.-It comes also from traders who are connected with agriculture. It 
also comes from owners of houses many of whom are connected with agricul­
ture. It also comes from zamindars many of whom are owners of houses in 

·towns like Calcutta and Dacca. It also comes from money-lenders who are 
. also connected with agriculture. 

Q.-Do you think a large amount comes in that way? 
A.-Yes; a very fair amount. 

. Q.-Do you think there is very much income-tax collected in Bengal out­
side Calcutta and Dacca? 

A.-Not very much. A considerable portion is collected in Dacca. But 
Calcutta is the main source. In . the rural areas there is comparatively a 
small number of men who pay mcome-tax. Whether in the capacity of 
zamindars or money-lenders or any other way, they are all connected with 
Calcutta more or less, and very often the collection is made in Calcutta for 
what is due in the mofuss\1 also. 

Q.-So your view is that if there was an income-tax on agriculture it 
would, normally speaking, be an addition to the income-tax that the existing 
classes pay? 

A.-Yes, with regard to many of them. Therefore I am pleading for a 
more careful investigation, I mean, investigation into the facts from the lists 

. as to bow many of them have agricultural income. I cannot tell you off-hand 
what _is happening all over Bengal. I must have more facts before I say 
anythmg on the matter. 
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The President. Q.-When you say that the average duration of life ill 
Bengal is 23·9, you are referring to the mean age? 

A.-I ~alculated that about three years ago. 
Q.-You are not referring to paragraph 114 of the Census Report? 
A.-No. ~his was printed in a pamphlet of mine published in 1920. If 

you. want I will re-calculate the figure and send it to you. 
Q.-If you can supply us with any other materials we shall be grateful. 
A.-If the Committee wants me to give any information on any particular 

point, I shall gladly do so. 
Q.-Regarding the jute tax, has your Association made any representation 

to the Government of India? 
A.-I can also se~d you information on that point. 

2nd April 1925. 

CALCUTTA. 

PRESENT: 

Sir CHARLES TODHUNTER, K.C.S.I., I.C.S., President. 
Sir BIJAY CHAND MAHTAB, G.C.I.E., K.C.S.I., I.O.M., Maharaja-

dhiraja Bahadur of Burdwan. 
Sir PERCY THO:Ml'SON, K.B.E., C.B. 
The Hon'ble Sardar JoGENDRA SINGH. 
Dr. R. P. PARANJPYE. 
Dr. L~ K. HYDER, 1\:LL.A. 

Mr. S. W. GOODE, I.C.S., M.L.C., Secretary to the Government of 
Bengal, Local Self-Government Department, was examined. 

Written memorancl1tm of ltlr. Goode. 

Q. 106.-There is not much local taxation in Bengal which can be termed 
"national or onerous." However, a local public health service in so far 
as it is necessary and efficacious for checking the spread of infection to 
nreas outside the local jurisdiction, might come under this classification. 
Again, the maintenance of main roads has a semi-provincial character. 
Ability to pay is perhaps not the main criterion for the levy of taxes of 
this kind. What is required is that sufficient funds should be raised locally 
to provide efficiently for the services concerned, since their efficient local 
administration ~ill ordinarily imply that the obligations of the local body 
to external areas have been rensouably discharged. Education is perhaps 

. a-nother service which comes within the category (a) since the welfare of the 
State is largely dependent on the proper education of its children. In the 
case of education, proper provision for giving primary instruction to children 
of school-going age within the local jurisdiction may not exhaust the local 
ability to pay, but generally speaking these " onerous " services will always 

. suffer from lack of funds and the local taxation for their maintenance should 
ordinarily be as high as possible. 

Q. 107.-The Local Self-Government Department from time tO time ex­
plored the possibilities of further local taxation, and it does not seem p~aeti­
r.able to suggest new taxes which are not included in Schedule II. A tax 
on pilgrims resorting to melas or other places of pilgrimage has recently 
been proposed, the tax to be realized by means of a surcharge on railway or 
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steamer tickets. If further suitable methods of local taxation can be. s~g~ 
gested it seems most desirable to make them available to local authont1es. 
Sched~le II undoubtedly fails to give them sufficient scope al~hough of. course­
the yield of taxes included in that Schedule could be vastly mcreased .'f loca:ll 
bodies were prepared to tax adequately under the powers they now enJoy. 

There is a good deal to be said for making certain taxes imperative, sucho 
as, e.g., a tax upon person or holding, a tax on vehicles and animals, a tax 
on trades, professions and callin~s, and the special taxes ~ncb. as the water­
rate levied in return for serv1ees rendered. Local bod1es 1n most cases­
wouid cheerfully impose a tax which was obligatory in a statute, whereas 
they shrink from imposing taxes, except those sanctioned ~y long usage where· 
their powers are discretionary. Even though these obhgatory taxes were­
assessed at low rates, there would always be some yield, and it is easier for 
a local body to increase a rate of taxation than to impose a tax which it& 
predecessors have never levied. 

Q. 108.-Bengal has no experience of octroi, but the levy of a terminal! 
tax on goods under the Calcutta Improvement Act has worked satisfactorily. 
The tax on houses and lands in municipal areas (or its alternative tax on• 
persons) is the backbone of municipal taxation, and if assessments were fairly· 
made, there would be no ground for finding fault with these taxes. A house· 
tax is in effect an addition to rent (which is accepted as inevitable expendi­
ture) and dissatisfaction with that mode of taxation can perhaps only be· 
defended where the assessment is arbitrary, unequal or excessive. A cess ow 
lands in rural areas also seems well adapted to Indian conditions. Its inci­
dence may still be light while yielding a considerable revenue, and on the· 
whole, it may seem to reach mo~t persons who are competent to bear taxation. 

Q. 111.-There has been a tendency among local bodies (District Boards), 
i1~ Bengal to levy tells on bridges more freely than Government considered 
desirable when District Boards were presided wer by District Magistrates •. 
'l'his form of taxation, if it is properly supervised, does not appear to be· 
re.pugnant to the people, and there seem to be good grounds for' giving local;! 
bodies of which the constitution has in recent years been popularized, a 
wider scope for the levy of tolls on bridges and roads. This is one of the few· 
methods still available to local bodies for financing the construction of bridge!!' 
and new roads. The minimum limit of distance between two toll-gates cannot 
be suggested without careful enquiry: generally speaking, there should only· 
be one toll-gate on a road leading to any particular centre, while important .. 
bridges are not likely to be within easy juxtaposition of one another. 

Q. 112.-There is much to be said for levying the house and land tax 
entirely from the owner. There is no difficulty in his shifting a moiety of· 
the burden on to the occupier by provision in a lease, and the labours of the· 
local body are reduc~cl by the decrease in the number of persons from whom 
taxes have to be realized. · 

Q, 113.-It is desirable that the limitations on the amount of the rates. 
and local cesses levied on account. of local bodies, should be removed. There· 
need not be the least apprehension of any local body forcing up taxation 
to too great a height, while it is most desirable that enterprising local: 
authorities should be given the opportunity of raising sufficient revenue for 
the discharge of their obligations. · 

There is, however, no reason for supposing that tli-e- limitation on the· 
percentage at whi~h. a holding rate can oo levied has had any tendency tO'• 
cause local author1t1es to have recourse to- other forms of taxation which• 
are Jess defensible from an economic standpoint: as a matter of fact the· 
mri~t~ of taxnt_ion permis~ibiG under the ~ocal Self~Government, B~ngal' 
~iumclpal and V1llage Self-~overnments Acts. 1s small,_ ~nd generally speaking: 
1t !~as long been the prac~1ce for local bod1es to ut1hze practically all the· 
avmlable methods of taxatwn even though the taxes. may be very leniently­
assessed. 

The limitations on the amounts at which the tax on. persons may be levieih 
are stated in section 85 (a) proviso and in sections 89 and 90 Bengal Muni­
cipal Act. The limitation of the amount of tax pa;)'llble by 'a wealthy man> 
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is purely arbitrary, and since local bodies are now entirely under popular 
control, there can be no reason for maintaining these limitations. 

Q. 117.-The practice in Bengal is not uniform. The range of purposes 
to which the augmentation grant, which is paid to District Boards by Local 
Government, may be applied, is so wide that the grant-in-aid tends to bo 
r:garded merely as an addition to the general fund of District Boards. 
Nevertheless recently Government have issued definite orders restricting the 
use of. th~s grant-in-aid: in 19~4-25 when there was serious water scarcity, 
the Dtstrt~t Boa_rds were reqwred to spend practically the whole of their 
grant ol! rmprovt_ng. the water-supply. _Generally speaking, the principle of 
earmarkmg provmctal grants for particular purposes has always been in 
force in Bengal, thus special grants are given to District Boards to assist 
them in. meeting the pay of their health officers, while another special grant 
!S made on account of the vaccination staff. Again, Government have re­
cently offered recurring subsidies to District Boards for each new dispensary 
. established in accordance with the conditions laid down by Government. 
Again, special grants have been made for opening classes to train village 
dais in the elements of midwifery. In the case of municipalities, the prin­
ciple of earmarking grants for special purposes is even more closely followed. 
Grants-in-aid are made by Government to assist municipalities in executing 
water-supply or drainage schemes, the Government contribution being ordi­
narily fixed at one-third of the total cost. As in the case of District Boards, 
Government grants are given to assist municipalities in meeting the salaries 
of their health officers or sanitary inspectors. Specific grants are frequently 
given for the improvement of particular dispensaries or hospitals. In some 
cases the services of Government Assistant or Sub-Assistant Surgeons are 
granted free of cost to the local body at privileged rates. 

There is, on the other hand, no earmarking where municipalities were 
relieved from all obligations in respect of what in other countries is regarded 
as a local charge, namely, the maintenance of town police, while the proceeds 
of Government ferries when transferred to municipalities (or district boards) 
have not been definitely allocated to particular objects, although the mainte­
nance of the ferry and its approaches is placed on the local body concerned. 

On the whole, I would favuur the continuation of the existing system. 
The grant-in-aid system gives Government a very effective method of exer­
cising some indirect or external control ov(lr local administration in regard 
to which they no longer have internal control. The policies of local bodies 
in Bengal are apt to be inconsistent and ill-considered, and Government have 
the opportunity of directing or focussing greater attention on branches of the 
administration which as a rule or by some chance may tend to be neglected, 
if Government can stimulate local activities by the offer of a grant-in-aid 
for the improvement and development of that particular branch. 

If the provincial grants-in-aid are unconditional and not earmarked, they 
may in the opinion of Government be misapplied like other funds within the 
absolute discretion of the local body. Where Government diverts revenue 
drawn from the general taxpayer t~ local purposes, it would in my opinion be a 
mistake to relinquish the opportunity of steadying and directing the policy 
of local bodies by placing such contributions at their absolute disposal. Even 
if Government were to surrender any existing provincial receipt such as, 
e.g., ferry proceeds (which has been done in Bihar and Orissa) there is a 
great deal to be said for Government earmarking such additional revenues 
for particular purposes. This external control of policy by means of grants­
in-aid has never been objected Lo by local bodies, and it would be most unwise 
iP. view of the frequent inefficiency of local administrations to surrender a 
power to which no exception is taken. 

The Government of Bengal have already been confronted with difficulties 
in the allocation of their grants between different local bodies. This difficulty 
arises in connection with a grant-in-aid for a particular project, only in 
so far as it is incumbent on Government to consider when making such a 
grant, what demands can reasonably be made on provinci~l funds by other 
local bodies. In the case of grants offered equally for partiCular purposes to 
local bodies, such as, e.g., a quota of the cost of maintenance of every new 
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dispensary opened by local bodies, subject t(l some total.ma~imum expendi­
ture, there is little difficulty since Local Boards have to be sttmulated rather 
than curbed in expansions of this kind, and the grant-in-aid can th~refore· 
be given to every local body which applies for it. · 

Difficulties arise in connection with the distribution of the augmentation• 
grant amongst District Boards. This grant is proportionate to the amount 
of road cess collected in any particular district on the principle that this 
amount is some criterion of the extent, population and needs or cost of 
administration of a l!istrict. The result is that wealthy_ ~istrict Boards. 
receive much larger grants than the Boards of small d:tStncts where the· 
revenue from road cess is low. In the latter districts, the provision of 
services by local bodies may be much less adequate than in the larger districts, 
indicating that the criterion, though simple and convenient, is by no means. 
one on wh;ch too great reliance should be placed. I am disposed to think. 
that it would be more satisfact-ory if greater use were made of the special' 
knowledge of local needs possessed by Government officers, such as, Divisional! 
Commissioners, District Magistrates and Subdivisional Officers. It is thought­
that Government for (say) a quinquennium might roughly estimate the com­
parative needs and backwardness of each Division and in accordance with· 
this estimate, might allot to the Commissioner of each division a suitable· 
portion of the augmentation grant for disbursement among the different 
District Boards in the division after the needs and resources of each district. 
have been thoroughly considered in consultation with other local officers and 
with the District Boards. 

Frequently Government have attempted to stimulate local enterprise by­
making their grants bear some ratio to the amounts raised locally for any­
particular purpose. For years past Government have attempted to secure· 
some improvement in the rural water-supply but without success. Generally­
speaking, they have adopted the principle that a local need such as this. 
should be provided from local resources, and they have therefore offered from. 
tune to time to make contributions proportionate to ·the amounts raised 
loco lly for the purpose-subject always to certain _maxima so as to prevent. 
an unduly large and indefinite expenditure from provincial funds. This. 
principle of self-help has also been adopted in connection with the educationaD 
policy of Government in promoting primary education. 

These two principles, viz._, (1) earmarking and (2) self-help, should i~ my­
opinion be adopted as a general guide in determining what assistance should. 
be given to local bodies from provincial revenues. 

Q. 160.-Yes. 
Q. 161.-The system seems satisfactory, but the Local Self-Government 

Department is of opinion that there is no longer any reason for imposing 
any limitation on the rate at whioh road and public works cess is levied. 
'J'here is something to be said for devising additional taxes, such as a vehicle· 
tax or a tax on business in rural areas, but the surcharge referred to in the· 
questkm should remain as the principal source of revenue. 

Q. 167.-This question relates to Central or State control of the process. 
of assessment, but the contention raised is equally true in reference to assess­
ment at present controlled by lccal bodies. No reform in local administration 
is more urgently necessary than to secure fearless,'impartial and uniform. 
assessments. There seems no pr?spect. of this .be~ng done except by means 
of a Government agency perfornung th1s duty m mdependence of the inuni­
cip.al co~nm~ssio~ers, ~ho wo~ld merely pay for .the services of such an agency. 
Th1s pomt 1s ra1sed m quest10n No. 171, and 1t may be stated with absolute­
definiteness that local assessments should be made by officers who are­
independent of the suffrages of the persons whom they may assess. 

Mr. Goode gave oral evidence es follows:-

The P·resident. Q.-You are the Secretary, Local Self-Government 
Department? 

A.-Yes. 
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Q.-You were previously Chairman of the Calcutta Corporation? 
A.-I was acting as Chairman for some time: and I was Deputv Chairman 

lfor some years. • 

Sir Percy Thompson. Q.-Practicallv the only local tax' in Bengal 
-outside municipal areas is the local cess? · 

A.-Yes. 
Q.-It is a maximum of one anna in the rupee of rental value? 
A.-Yes. 
Q.-It is paid 'by the landlords? 
A.-Yes. 

. Q.-;-What i~ the provision for the recovery of the same from the tenants? 
That Is, assummg land revenue to be Rs. 200 and the rent Rs. 1,000, he is 

-charged 800 annas. Can he recover any part of the 800 annas that he pays 
:from the tenant? 

A.-I am afraid I am. rather vague about the provisions fixing the inci­
dence. of the cess on landlords and tenants. I have had very little district 

·experience for some years, and am not well up in revenue work. 
Q.-There is a provision in the Cess Act for its recoverv? 
A.-Yes. . 
Q.-We have been told that the landlords and the .tenants do not take 

any notice of the Cess Act and the amount which the landlord recovers 
:from the tenants varies from nil to something greater than the actual cess.· 

A.-It is commonly stated that the landlord sometimes does get more 
1-than his proper due from the tenant. · 

Q.-That is a matter for the tenant. If it is an illegal extortion, it is 
"'for him to protect himself. 

A.-I ·have not for some years had to deal with cess from the point of 
·view of a Revenue Officer. In the Local Self-Government Department we 
are merely concerned with the funds which are handed over by the Collectors 

·.to the District Boards, and we are not concerned with the method of collection. 

Q.-You are concerned with the expenditure side of the cess? 

A.-Yes: the collection of the cess is not our business. \Ve' are interested 
:in so far as the income of the Boards is concerned and we try sometimes to 
hurry on revaluation. The Board of Revenue is rather behind with its 
programme of revaluations because it is difficult to make a revaluation except 

. -where there has been a survey and settlement. They prefer to keep the 
a·evaluation standing over until they survey and settle the district. 

Q.-Is there any tax in Bengal which hits the non-agriculturist? 

A.-The nan-agriculturist residing in a village, for instance, the· Bania 
··or village trader or others who may not have land, is still assessed tll the 
-·chowkidari tax. Some years ago there was the license tax similar to the 
one we have in Calcutta on trades and professions but that was abolished. 

Q.-But the chowkidari tax is paid by the agriculturists as well? 
A.-Yes. 
Q.-So does it not amount to this: that the agriculturist pays a sort of 

.double tax while the non-agriculturist pays one? 
A.-Yes: in the proposals for amending the Local Self-Government Act 

:I suggested that we should have a license tax, as there are a certain number 
-of small traders or others in villages who have income quite independent 
.of agriculture and they ought to pay much more than they do at present, 

Q.-By license tax you mean a rough form of income-tax? 
A.-It is a kind of local income-tax such as is in operation in Calcutta. 

"For instance, professional singers or lawyers or doctors or street vendors all 
-pay a tax graduated generally according to their class or the status of the 
.trade or profession-in addition t{l lilly other tax they may pay. 
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Q.-When you say "according to their class", is it according to their 
income or according to the particular profession? 

A.-There are some 8 or 9 classes in the schedule: in the highest class 
::orne the companies, while in the lowest class are itinerant vendors. For 
instance, the Mukhtyar is in a lower class than a pleader,. and a pleader 
in a lower class than a barrister. 

Q.-Would you place all the pleaders in the same class irrespective of 
their income? · 

A.-Yes: we decided that it was difficult to grade according to income,· 
but we have given the Corporation a discretion to exercise in the .matter. 
"Thus if in their opinion there were any young pleaders not makmg any 
income, they can exempt them from the tax. 

Q.-Have you something corresponding to the assessment and collection 
departments of the ·Corporation in the country districts which .are adminis­
tered by Local Boards? . 

A.-I would be inclined to say that the Income-Tax Department might 
·do that. They are already going into the villages looking for assessees; 
and there are persons who are exempt from income-tax, but might reasonably 
be assessed to a license-tax. 

Q.-But would the Local Boards be willing that the assessment and collec­
tion of the tax should be administered by the Income-tax Department? 

A.-It would be on the sa;me footing as the Cess. 
Q.-What we find elsewhere i~ that they strongly resent. that sort of 

thing. 

A.-That is a matter we have considered several times in connection with 
municipalities where the question of. a proper assessment is more acute. 
"There is a great deal of influence brought to bear on the Commissioners even 
after the assessment is made. What Government wishes to do is to have 
;an assessing authority of its own whose services would be lent to the local 
bodies. They may object to it: but I think it is the ·only method of having 
•an impartial and scientific assessment, as you have in •Calcu.tta. In Calcutta 
you have two officers to decide appeals, that is, the Deputy Chairman and 
the Vice-Chairman under the old constitution and ·the two Deputy Executive 
{)ilicers now. 

The P1·esident. Q.-That is, appeals against profession tax? 
A.-Against all taxes in Calcutta. 
Q.-Does not an appeal with respect to house tax lie to the Small Cause 

<Court? 
A.-That is a second appeal-after one of these officers has decided t'he 

:first objection of the assessee. 
8i1· Pe1·cy Thompson. Q.-Is the revenue raised by the District Boards 

·sufficient 'for the functions they have to discharge? · 
tl.-No: I think it is very inadequate. They are constantly having new 

.duties thrust on them, especially with the attempt to improve the adminis­
tration of public health and education and various other things. 

Q.-Bupposing it is found necessary to increase their resources by addi­
tional taxation, what sort of additional tax do you suggest should be imposed? 

A.-The obvious way is to raise the limit of the cess, still leaving it tc 
the District Boards to fix the rat\ but giving a wider margin. 

Dr. Hyder. Q.-Who pays the cess now? 
A.-It ultimately comes down to the cultivator. 
Dr. Paranjpye. Q.-Would the Local Boards take advantage of a:qy 

increase of power in this way? 
A.-I think so. Of course a good many of the members of the Boards 

are pleader~ who are not interested in agriculture, and they might be pre­
pared to ra1se the rate of the cess, as not being directly affected. The land­
lords on the Boards would be a restraining influence. 

R 
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Q.-I found in Bombay that very few of them were prepared to take 
advantage of such a J?Ower. When I introduced the Bill for giving funds 
for purposes of educatiOn, there was a demand t.hat there should be in tha 
Act a compulsory provision to increase the cess but not to leave it optional 
to the District Boards to increase it. 

A.-We have rather a similar provision here where we say that the 
cess should not be levied below a certain limit except with the consent of 
Government .. I do not know whether the levy of tbe cess is the best method 
of local taxatiOn for Bengal or whether .an increase in the cess would operate 
h~rshly on the people: but I think the general impression, so far as I have 
diScussed the matter with Revenue Officers, is that some increase in the 
cess is feasible. 

Sir Percy Thompson. Q.-;-What strikes me is .this: that if, as ·a matter 
of fact, the landlord cannot throw the burden on the tenant, any additional 
cess would wrongly fall on the landlord, because qua landlord he does not 
benefit by the cess he pays. . 

A.-Yes.· He is often very badly off owing to the snb-infeudation. There 
are enormous numbers of landlords who receive a most meagre income from 
their landed property and it is essential that further taxation should go 
down to the cultivator. 

Q.-It would be necessary to make a specific provision to pass it on to tbe 
cultivator, though as a matter of convenience you collect it from the landlord? 

A.-Yes: it might be necessary to give landlords easier redress against 
tenants from .whom they could not ·realize the due proportion of. the cess. 

Dr. Hyder. Q.-On the other hand you have got so many landlords who 
expect the tenants to pay all these. It is thus distributed on so many 
people and the tenants might not have. anything left over. 

A.-I am not competent to give an opinion on the capacity of the raiyat 
to pay heavier taxes, but the general impression· that one has got is that 
there is some reserve of taxable power in .respect of .the cultivator. After 
all, the incidence of cesses is very light in Bengal at 'present and the amount 
which is added to it by the chowkidari tax is very small. 

The ·Hon'ble Sa.rdar Jogendra Singh. Q.-Have yon ascertained in any 
way that there is a reserve power? 

A.-No, I merely state the impression one has gained from one's mo/ussil 
experience and conversation with other officers. 

Q.-Not based on any figures? 
A.-No. 
The President. Q.-Yon say the revaluation of cess is very much in 

arrears. 
A.-Yes. There are certain districts in which revaluations have been 

recently made, but it is held up in other districts owing to survey and settle­
ment operations not having been begun. 
• . Q.-We were given some figures :yesterday .regarding the very large in­
crease in c<;Sses and the rental valuation on whtch they are based. Can you 
tell us whether cess on profits on mines are reckoned as cesses for that 
purpose? 

A.-It must be included in the statement of road and public works cess 
shown in our annual reports. 

Q.-Tbere are no subdivisions of the loclJI rates? 
A.-Tbe road and public works cess are the only local rates in rural areas. 

As the cess is levied on the profit of mines as well as on rentals they must hav~ 
come under assessment. 

Sir Percy Thompson. Q.-Is not the cess levied on the annual value and 
is not the annual value defined as profits? 

A.-Yes: it is rental in the case of lands. 
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The Maharafadhiraja Bahadur of Burdwan. Q.-What the mining com­
pany has to pay towards the Mines Board. of Health is in addition to what 
they pay b:v wa:v of road and public works cesses? 

A.-That is so in the case of the AsansolMines Board of Health. 
CJ.-'fhat would be double cess? 
A.-Yes. 
Q.-Tlte road and public works cess will each be half an anna in the 

rupee and the assessment for the Mines Board of Health is on the profits? 
A.-Yes, My recollection is that the Mining Settlements Act provides 

in general terms for the assessment of. a rate and that urider statutory rules 
~he Board assesses on the output from the collieries. 

The President. Q.-Would yoU: let us have a copy .of the statutory rules? 
A.·-Yes. 
(,).--Under the column 'Local. Rates ' you show ' Village Service Fund '. 

W1at is that? . . 
A.-The Village Service Fund must I think be the receipts from chowlcidari 

ihakran lands. 
Q.-Do they come in to.the District Board? 
A.--No. 
Q.-What is the land revt~nue of the District Boards?: 
A..-I am afraid I don't remember. I will make a note of it and let you 

know. (vide Annexure.) 
Q.-We had a table made showing the average incidence of taxation in 

the provinces and Bengal comes very low. We do not know whether any· 
tax has been omitted. 

A.-The chowkidari tax is not shown in the statement. 
Q.-Is it under section 118 of the Act? 

A.:-That deals with the Union Committees. It is comparatively un­
important as compared with the Union Boards. We have about 1,300 
Union Boards 'who realize about 16 lakhs of rupees. About 11 lakhs of 
that is realized for the payment of chowkidars and 2 Iakhs come from 
chowkidari chakran lands. That is spread over ten million people and it 
gives an incidence of Re. 0-1-9 after deducting the chowkidari chakran re­
ceipts which cost the people nothing. By analogy Re. 0-1-9 might be taken as 
the average incidence of local taxation in other rural areas in Bengal, where 
there are not yet Union Boards-in addition to the cesses; Chowkidari tax 
is of course collected in such areas and it accounts for the major portion 
of the local receipts in the Union Board areas, for which we have exact 
figures. My point is that I have no figures* showing the. total amount 
collected in Bengal as chowkidari tax, but the Union· Board areas comprise 
a quarter of the population of Bengal and as the incidence is Re. 0-1-9 in those 
areas, we may take that figure as the incidence in the case of the chowkidari 
tax. Union Boards also tax to a slight extent for purposes of sanitation 
but the amount is trifling, about 3 lakhs, and does not upset the analogy.. ' 

Q.-Does the 57 lakhs cover the 3 lakhs? 
A.-No. . 
Q.-Does the 3 lakhs· come in anywhere? 
A.-The budgets of the Union Boa.rds are subject to the sanction of 

District Boards, but their accounts do not appear in the statements shown 
in the District Boards Administration Reports. 

*I have since collected certain figures showing the amount of chowkidari 
tax realized in 1923-24 both in Union Board and non-Union Board areas in 
Bengal. These figures show that the incidence of chowkidari tax in non­
Union Board ~rea is two annas four pies and that in Union Board area is one 
-anna eleven ple.l'. 

R2 



512 

Q.-Just like the chowkidari tnx which does ncrt nppear in the stntements. 
of Government revenue? · · 

A.-Yes. 
Q .-Up to 188,4 rural municipalities paid for their police by a rate? 
A.-Yes: such municipalities up to 1884 were·liable for police charges. 
Q.-8o that up to then they paid for the police but Calcutta paid nothing?· 
A.-Yes. 
Q.-originally there was a police rate in Calcutta? 
A.-Yes. 
Q.-In Form No. II there is a receipt under the head Ciattle Trespass 

Act. Have the Local Boards anything to do with the administration of 
that Act or is it adlninistered by the. police? 

A.-The pounds are administered by the District Boards and the treE­
passing cattle are brought in to the pounds and the receipts g'J to the 
District Boards. 

Q.-Who keep the pounds? 
A.-The District Boards. 
Q.-We were told the other day that the District Board has nothin~ 

to do except to take the net receipts. 
A.-The District Boards administer the pounds, but it is true that they 

usually lease them out to contractors and take little interest in their manage. 
ment. 

Q.-The reason why I was pursuing the subject was that elsewhere it. 
has been the policy to put the whole net receipts into improving accommoda­
tion and erecting new pounds. 

A.-It is not so here. The pounds are almost everywhere bad, both as 
to accommodation and food. The pound keeper makes as much as he can 
and the District Board tends to wash its hands of responsibility for the 
proper management of the pounds. When the District Magistrate or District 
Board Chairman discovers anything particularly scandalous he draws atten·· 
tion to it, but receipts (the rents paid. by the lessee pound keepers) are not 
earmarked for improving the pounds. 

Q.-Are not nazul lands a source of income in some places to the­
Boards? 

A.-Generally speaking, no receipts under this head appear to be shown 
in the statement. But I will look the point up. 

Q.-There is an item for over a lakh of rupees under other receipts from 
local rates from the 24-Parganas. 

A.-It may have something to do with the Panchannagram area in. the· 
vicinity of Calcutta. I will find out exactly what the item is. 

Q.-:-Is a pilgrim tax levied? 
A.-'-In certain places where there are large fairs it is proposed to levy 

such a tax. In fact we already levy it at the Sagar Mela without statutory 
power, by means of a surcharge. which the steamer companies collect oro 
their tickets at Government's request, handing' the proceeds of the surcharge 
over to the District Board. 

Q.-on the subject of tolls you say that therE\ has been a tendency among. 
local bodies in Bengal to levy tolls on bridges more freely than Government 
considered desirable when District Boards were presided over by District 
Magistrates. In Bihar they have a rule to collect only enough to pay for 
the construction of the bridge. They don't allow it simply as a tax on 
traffic. 

A.-The Government of Bengal have always been suspicious of tolls as 
being a possible means of extortion and they have laid down executive orders 
with rigorcus· conditions regulating the levy of tolls. They are only to 
be levi'ed where the work is of a certain magnitude and for a certain number 
ilt years. Sometimes it was difficult to meet all those conditions. Many-
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of the District Boards are now anxious to levy tolls in· cases where tlie old 
rules would not apply. ·we have attempted once or twice to meet their 
wishes by a liberal interpretation of the rules which are still in force. 

Q.-Every toll has to come up to Government for sanction. 
A.-Yes. 

Q.-You say that there is a maximum limit to the amount of taxation 
levied on account of locnl bodies. 

A.-Yes. 
Q.-You consider that it might be removed? 
A.-Yes. I do not see why there should be any limitation on these local 

bodies. I do not think they would abuse their powers. 

Si1· Percy Thompson. Q.-With regard to the grants I gather from your 
notes that thlll tendency has been for these grants to simply go to the generar 
purposes fund: but the letter of the law insists on their being utilized for 
particular services. 

A.-As I said in my written. note, grants made to municipalities have 
always been earmarked for particular purposes. 

Q.-That is only for· capital works?· 

A.-Yes. When the District Boards were given augmentation grants 
we issued circulars requiring that money should he spent for certain purposes 
such as water supply, sanitation, etc. The Boards have not always strictly 
followed these orders, which we have always issued in a general form and 
not in a mandatory form. 

Q.-Now do you insist on their being used for particular purposes? 

A.-Under the Ministers we have taken perhaps a stronger stand. For 
instance, for improving water-supply strict oraers were issued two years· 
ago that the augmentation grant was to be spent mainly on water-supply 
and we took steps to see that that was done. 1\ly impression is that it will 
be done more and more in the future. 

Q.-If a grant is not spent for the purppse intended? 

A.-We would refuse to give one the fotlowing year. 

The Pre'sident. Q.-Was it not a fact that in 1910-11 very large sumS". 
were given as grants when the Government of India were distributing the· 
opium surpluses and the provincial Governments were distributing very large 
grants to the District Boards, etc.? 

A.-I was :p.ot in the department then, but I think, a great deal of money 
was given to be spent on education. 

Q.-Did not the Boards arrive at a positton when they opened a very large· 
number of schools and when the grants were stopped, they were unable to· 
carry on those schools? 

A.-I have not seen such cases in Bengal. 

Q.-The grant is a proportion of what the Board itself spends for .any 
purpose? 

A.-The augmentation. grant is 25 per cent of the road cess which the­
District Boards levy. 

Q.-So that the poorer districts not only collect less cess but obtain less 
in the way of grants? 

A.-:-1 said in my note th.at we were consid~ring the !J.Uestion of adopting 
the Bihar system, un~er whtch. t!t~ augmentatiOn grant ts allotted according: 
to the needs of the different diviSions, but I have just seen the replies from 
local officers and local bodies and there seems to be a good deal to be said in 
favour of the present a\ltomatic distribution of the grant, proportionately 
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to the amount of eess collected iu any district. The larger districts which 
collect more cess, usually have lz.rger responsibilities. On the other hand, 
there are many other districts which remain undeveloped which ought 
to he helped. 

Q.-You give one-third of the cost of water-s'!pply scheme in municipal 
areas? 

A.-Yes. 

Q.-How many municipalities have been able to undertake schemes 
on that basis? 

A.-Practically all the important municipalities" in Bengal have now a 
piped supply of "Water. The average cost might be about 2 lakhs. There 
are some small municipalities which may never be . able to alford such a 
supply. · 

Q.-What sort of distrilJution system is there for these piped supplies? 

A.-There is a piped supply in the streets and a limited number of house 
connections. We always discourage house connections because it leads to 
a lot of waste. Municipal Commissioners like to give house connections 
freely. Those who can alford such connections clamour for them, and as 
a fee of Rs. 200 is often charged for a connection, the municipality gets a 
considerable sum, though it is not a. recurring receipt. 

Q.-You have not got the meter system? 

A.-We try to insist on metering of all private supplies, but in most 
. municipalities there is opposition on the part of consumers to metering. 

Q.-You have schemes costing about 50 or 60 lakhs of .-upees also? 

A.-No. The Titaghur and Bhatpara sewerage and water-supply schemes 
will cost about 18lakhs each, but about.two-thirds of ·the cost was contributed 
by the mills. The Dacca sewerage--s-cheme is estimated to cost Rs. 40 lakhs 
but the portion which is under construction will cost only Rs. 25 lakhs. 

Q.-How many piped water-supply schemes have you? Can there be as 
many as 50? 

A.-No: there _would not be as many as that. 

Q.-I suppose the municipalities have to borrow the other two-thirds, 
Government making a grant of one-third? 

A.--Ordinarily they borrow, but often considerable contributions are 
made by local men. Frequently also the District Boards contribute. 

Q.-Can the average municipality command a loan of 20 or 30 lakhs 
of rupees for their water-supply? 

A.-No mofussil municipality except· Howrah could finance ·so large a 
loan. Few could finance a loan of more than 2 lakhs. They moreover find it 
difficult to maintain a water-works or drainage system properly. Sometimes 
they have not got the money to employ an expert staff which is costly. 1\Iost 
municipalities are extremely poor. 

Q.-Grants and loans are paid out of general provincial revenues? 
A.-Yes. 

A:!'.'NEXURE. 

Note explaining certain figures in Form II showing the income of District 
Boards in ·Bengal during 1922-23. 

Column 5. Other land revenue receipts.--Out of Rs. 23,614 •hown in 
this column RS. 17,951 repre.ants tax: realized by 40 Union Committees under 
se..-tion 1180 of the Local Self-Government Act and the balance (Rs. 5,663) 
represents rent of tanks and fisheries in road side Tihals, ditches, etc. The 
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incidence of taxation in Union Committees imposing tax under Section llBC 
comes to one anna only. 

Column 8. Village Service Fund.-Rs. 81 shown against Hooghly re­
presents process fees under the Cess Act and should have been shown in 
column 9. Except the Village Chowkidari J!:und, with which District Boards 
have no concern, there is no Village Ser·vice Fund in Bengal. 

Column 9. Other receipts from lacal mtes.-
(1) Rs. 93,7 42 shown against 24-l'arganas represents the Druinage 

cess levied under the Bengal Sanitary .Drainage Act, 1895 
for recovering the cost of the Magrahat Drainage.* 

(2) Rs. 1,787 ~hown against Malda represents tax· under section 1.180 
of the Local Self-Government Act realized by a Union Com· 
mittee. This should have been shown under column 5 other '.and 
revenue receipts. 

(3) Rs. 815 shown against Midnapore represents fine for not sub­
mitting road cess returns, sale proceeds of forms, furniture, 
etc., of the cess revaluation office and other miscellaneous re­
ceipts under the Bengal Cess Act, 1870. 

Columns 55 and 56.-Sale and rent of nazul (escheated) buildings and 
lands. 

Nazul means property which falls to the State for want of heirs. In 
Bengal such property is managed by the Collector under the control of 
the Board of Revenue arid the proceeds credited to Government. These 
columns are therefore blank in Bengal. It appears that in the Punjab, 
United Provinces and Central Provinces such property has been given to 
District Boards and a considerable amount is realized by them .. 

Pounds.-Pound receipts are shown in coluinn 16. By Notifications 
issued in 1887 the functions of the District Magistrate under Chapters II 
and III of the Cattle 'frespass Act, 1871, we• (I transferred to District Boards 
in Bengal. The surplus under section 18 of the Cattle Trespass Act form 
part of the District funds (i.e., District Board funds) under section 52 (3) 
of the Local Self-Government Act, 1885. By Notifications issu~cl in 191$-t.l 
the functions of the Magistrat·es under Chapters II and III of. the Cattle 
Trespass Act were transferred to Union Committees in respect of poundP. 
situated within their areas and the whole of the surplus. accruing under 
section 18 of the said Act in respect of such pounds were placed to the 
credit Of the Union · Committees fund. Receipts from pounds situated 
within the areas of District Boards and Union Committees are shown in 
column 16. Where Union Committees have been replaced by Union Boards 
(a local authority created under the Bengal Village Self-Government· Act, 
1919) the surplus from pounds situated within their areas have been credited 
to Union Board funds. These are not included in the District ]loard 
account~. 

*This scheme was undertaken and completed under the provisions of 
the Bengal Sanitary Drainage Act, 1895 (of which a copy is enclosed) for 
the improvement of a large tract of land contaiping more than BOO villages 
covering an area of 283 square miles situated within the Diamond Harbour 
Subdivision of the 24-Parganns. The scheme was undertaken by the Public 
"'orks Department, at the instance of the District.Board of the 24-Parganas. 
It was financed by grants and loans from Government, ·the grant amounting 
to Rs. 5,00,000 and the loan of Rs. 15,73,091. The total cost of the scheme 
amounted to Rs. 20,57,187 which together with interest on the loan in 
recov~rable from the tra?t benefited b~ the scheme by the imposition of 
a dral!lage cess for a penocl not exceeding 30 years payable by those liahl<l 
to· pay road cess. The rate of the drainage cess was determined by tlw 
Collector at Rs. 4-7-7 on every rupee paid as road cess. (Sec. 21). 
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Written memoranda of witnesses not examined orally. 

Written memorandum of Raja RESHEECASE LAW, C.l.E., M.L.C., 
President, British Indian Association, Calcutta. 

The theory of taxing agricultural income in India, specially in Bengal, 
is ahsurd and mos~ unpractical, as it is based on a false analogy. The rent 
paid by the owner of a. factory cannot be compared with the rent pnid by an 
agriculturist. The producti>ity of the land is >ery limited, whereas thnt of 
a miil is enormous. In India there is a great difference between the owner 
or manager of a factory and an agriculturist. The latter is ignorant, poor 
and quite helpless to take advantage of the modern scientific methods of 
culti>ntion. But the former is educated and has considerable resources to 
de>elop his scheme. Moreo>er, a manufacturer has not practically to depend 
on nature for getting increased production from his mill. 

· In India specially in Bengal irrigation is inadequate. 1\Ionsoon is irre­
gular. People are poor, ignorant and malaria stricken. The people ha>e not 
yet fully realised the ad>antages of agricultural banking and co-operati>e 
credit societies. Hence it is not practicable to expect a steady output from 
land from year to year. "It seldom happens in any year that a portion of 
the prorince (Bengal) is not ad>ersely affected by some natural calamity which 
not only causes immediate distress, but also retards the progress of the area 
affected· for some years n (Land Re>enue Administration, 1922-23, p. 1). 
Besides these, the weather conditions upon which to a great extent depends 
the condition of the people of Bengal are not always fn>ourahle to the outturn 
of crops. Thus we see that agricultural income is subject to continual fluctua­
tions owing to the >agaries of the monsoon and interventions of a thousand 
other chances which influence prices of agricultural products. The fact that 
about three-fourths of the population of India are agriculturists is not owing 
ro the circumstance that agriculture is the most profitable concern but because 
no other career is open to them. So they quite helplessly stick to the stereo­
typed occupation e>en when their incomes from land falls far short of the 
normal return to labour and capital. 

Superficial observers >ery often rush into the conclusion that Indian agri... 
culture should be taxed because there is a taxation like that in European 
countries. It is needless to point out that India is not England, and that it 
will take a long time to place India to level of comparison with European 
countries. It should be stated here that there is no land revenue in England. 
The lack of scientific education and inndequaey of agricultural capital are 
retarding the growth of agriculture. The annual income of a Bengali agri­
culturist as has been calculated by 1\Ir. Jameson, the head of the Survey 
Department of Bengal, is Rs. 365 a year, which is surely not nn amount on 
which a tax can be leried. Taking a family consisting of five heads the 
fooding expense and the maintenance charge of agricultural cattle will amount 
to at least 5x6xl2+70=Rs. 430. Besides they have medical, clothing, and 
other necessary expenses. The poverty of the Indian agriculturists is pro­
>erbial, .•nd it is they who are the first to feel the pinch of any economic· 
distress. All proposals to disturb the existing condition in order to enhance 
Government income must be made after a cautious and thorough enquiry. 
Higher wages in centres of manufacture ha>e already drawn a large number 
of labouring class which has· created a great labour difficulty in agricultural 
season. This clearly shows that agriculture is not a paying concern at pre­
sent. We are deadly Hgaiust placing any further burden on the peasants. 
They are the mainstay of the country and they should on no account be subject 
to taxation as has been suggested in the questionnaire. 

A J:!"Oposal has been made by theorists to do away with fragmentation of 
holding by diriding all agricultural land into economic holdings. With refer­
ence to existing conditions it is impossible to translate the theory into prac­
tice. The effec-t of such a proposal would be to put a stop to liberty of free 
nse of the land and would .greatly handicap proper cultivation. 
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Apart from this there are low lands, high lands, lands near water, land!! 
near the village, marshy lands which have their special ~~;dvantages and ~is-. 
advantages, for various kinds of products. These are ctrctunsta!'ces wht<:h 
should be taken into consideration and they do not go to show that tf economic 
holdings be formed they would be at all advantageous to the agriculturists. 
Improvement of the condition of agriculture on which rests the prosperity of 
the land depends on other measures far more effective and feasible. No 
farmer is so foolish ns not to know his own interest. He only lacks capital 
and adequate scientific knowledge of cultivation. Let him be provided with 
these, and he will devise his own means as to how best to cultivate his own 
lands. This will solve the question far more effectively than any theoretical 
plan put into operation. 

It is alleged that the long chain of sub-infeudation in permanently-settled 
areas eats up the major portion of the payments made by the cultivators, 
and only a small part of it reaches the Gov.ernment. It is true to a great 
extent, and in theory it would be better no doubt if the receipt from the 
cultivator instead of being shared by the middlemen, benefits the peasantry 
and the Government. But so long as some right to property is vested in 
anybody, it would be illegal to restrain him from transferring a part of that 
right to somebody else in order to be free from some worry and responsibility. 
Sub-infeudation is a sure and easy and less expensive method of collection ~£ 
revenue. 

Thus sub-infeudators have some service in society. Yet the more the 
middleman is eliminated, the more the economy is effected in society, may 
be theoretically true but there are difficulties in the way. The Select Com­
mittee of the House of Commons stated that the zamindar's profit cannot. 
be interfered with " unless the Government should either by public or private 
purchase, acquire the zamindary tenure, it would under the existing Regula­
tions, be deemed a breach of faith without the consent of the zamindars to· 
interfere directly between the zamindar and raiyats for the purpose of fixing 
the amount demandable from the latter under the settlement of 1791-93 " 
(see Parliamentary Blue book, 1832, p. 82). If it be the intention of the 
Government to do away with the system of sub-infeudation as has been sug­
gested by the doctrinaires they should be prepared to purchase the proprietary 
rights of the zamindars, but that would be quite impracticable under tha­
present circumstances of the. public finance. 

Apart from what has been sliown above, the people have been subjected 
to a very burdensome system of direct and indirect taxation, Many important· 
indigenous industries like cloth have died out in Bengal in competition, of 
course, with the European traders. The people are to send money out of the· 
coun~ry to pur~hase these necessaries. ~n matters ·of resources the country is. 
lnggmg fur behmd the European countries for want of education and scientific 
improvements, but she is· t()l bear the burden of a very expensive system of 
Government. The result of heavy taxation has been that a large majority 
of the people are ill-clad, ill-fed and ill-housed. About 71 per cent of the net 
population die before they are 30 and 93 per cent before they are 50. Under· 
the circumstances stated above, we strongly oppose imposing any tax on agri­
cultural income. 

Attacks are often :made on the Perma~ent Settlement, as if pledges l::y 
GoYernment can be g1Yen or broken accordmg to the exigencies of time nn<I 
sweet will of the doctrina~res. The proposal to set it aside can come only frcm. 
those who have no expenence of wha.t are the far-reaching effects of Gover l­
ment pledges and guarat:tees. These people forget under what circumstaJK-ef' 
the GoYernment of the tune wns compelled to declare the Permanent Settle­
ment. ~he depl~ted coffers of _the East India Company, the after effects of 
the ternble fannne. of 1770 whtch swept away_ one-thir? of the population of 
Bengal and the fmlure of all sorts of financtal expenments by :Lord CliYe 
\\'arren Hastings and other statesmen of the time left no other aiternative but 
to decide to make the settkment per_manent. At a time like that the Govern· 
ment settled 10/11 th of the rent pmd by the tenants to be their share Th · 
high demand and the stringency of the sale laws ruined more than 90 p~r ce;: 
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of "the old zamindars in no time. The new zamindars who having faith nnd 
unbounded confidence in Government pledge purchased their estates and by 
dint of prudence, economy and at an enormous expenditure have improved 
the agricultural condition of the land and has thereby increased the value of 
the land and made the realization of Government· revenue more secure. Even 
after so much· trouble and expense the average income of a Bengal zamindar 
is about Rs. 22 as we get the figures by dividing the net amount intercepted 
by the zamindars and middlemen by the number of estates (i.e., Rs. 9,86,64,000 
divided by 3,556,399 estates, see Land Revenue Report of Bengal, 1918-19). 

The argument that the income of the Government in temporarily-settled 
areas is greater than what is obtained in permanently-settled areas falls to 
~he .ground if we compare the proportionate revenues in different provinces 
in relation to areas. 

Area. 

Sq. miles. 

Jlf&dras ·123,541 

Bengal 76,843 

Bombay 123,541 

Revenues. 

-------·-·1--------------
Rs. 

5,13,84,449. 

2,70,62,807. 

4,31,65,227. 

It should be pointed out in this connection that there are about 30,676 
land revenue free estates in Bengal. The fact that they do not pay a single 
farthing to the State partially accounts for the comparative smallness of the 
land revenue i.n Bengal. 

Wriuen memorandum of Raja RESHEECASE LAW, C.l.E., M.L.C., 
Calcutta. . 

Qs. 1 and 2.-The data referred to in Annexure A do not furnish us with 
accurate informations regarding the wealth of the country. They are more 
or Jess guess works, hence subject to overestimation or underestimation. The 
agencies through w'!J.ich the materials are collected are quite unequal to such 
a serious and complicated task. So far as Bengal is concerned there is n> 
accurate survey to measure the value of the agricultural produce, nor is 
it possible to do so, as the people have to depend on monsoon and suffer froq 
flood over which they have no control. . The impracticability of the idea wall 
admitted by the Government of India in their Land Revenue Policy at page 
15 where it is stated that " The Government of India believe it to be an entirely 
erroneous idea that it is either possible or equitable to fix the demand of the 
StatP. at a definite share of the gross produce of the land. There is great 
practical difficulty in ascertaining what the average produce is. It is 
dependent upon a number of varying factors, such as the industry and· 
resources of the cultivator, the nature of the crop, the capacity, security, and 
~ituation of .the holding, and the chance of the seasons. The share of the 
gross produce which a crop can afford to pay must stand in close relation and 
in inverse proportion to the amount of expenditure which has been req1tired 
to grow it, and this will vary very greatly." Had there been a network of 
irrigation and absence of flood, an average estimate. of agricultural wealth 
might have been possible. ·The proverbial illiteracy of the Indian cultivators 
has also to be fought out of the land. Without their intelligent co-operation, 
no accurate estimate is possible. 

As regards industries and other business concerns it is possible to form a 
:~:ough estimate of such wealth, as the managers and directors thereof cannot 
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do without accounts and such accounts may, to some extent, be trustworthy 
guides. _ 

Q. 3.-Statistics of income-tax and death duties. cannot help. us t~ make 
even an approximate. not to speak of accurate, est1ma~e of natwmtl lHCome 
as incomes from land in permanently-settled areas and mcome-tax fre~ bonde 
are left out of account. Apart from that .the aggregate of small mcome1 
below the taxable standard is not a very small one. If all these are left out, 
the estimate of national income will be inaccurate and untrustworthy. 

Q. 4.-Unless ignorance be dispelled from the land no suggestion wo~ld 
be of any effect to come to reliable .statistics. The only agency from wlncl1 
some work may be expected is the Union Board, but it is neither in existence 
everywhere nor is it always reliable. 

Q. 5.-Such a census would be of no benefit from the point of view of 
taxation, as in India, especially in Bengal, we· cannot rely on a census of ~he 
production of a particular year as people have to depend on nature over whiCh 
human beings have no control (vide answer to Qs. 1-2). 

Q. 6.-This will not help us in forming a correct ~stimate of national 
income. Besides the big employers of manual and clerical labour there are 
private persons who employ such labour which we cannot neglect ail the 
number is very large. As regards wages and conditions of labour 'we cannot 
generalise as there is no uniform standard. Conditions vary according uo 
local ancl seasonal demand and supply. · 

The statistics of prices based on the data supplied by the trading pro- . 
prietors will never be acc]lrate unless proper arrangement be made for taking 
into account the volume of private sale and purchase for domestic consumption 
of things locally produced. . 

Having regard to the above remarks it will serve no useful purpose. eve:o 
if we get correct information regarding rentals of house property by 
legislation. 

Q. 7.-If the estimates· be not accurate they will not help us in relation to 
taxation. 

Q. 8.-It is impossible to go through the books and reports referred to 
in Annexure C. But in view of what has been said above, the details, however 
voluminous they may appear, cannot help us to GOme to any trustworthy 
conclusion. 

Q. 9.-Having regard to the social and religious conditicns of the people 
of this country, it is impossible to divide them into classes according to western 
ideas. 

Q. 10.-The land revenue of Bengal apart from fixed collections and 
ooll.ections from Goyer!lment esta~e~ includes about Rs. 7,00,000 under ite!lls 
whwh do not fall w1thm the defimtwn of a tax. (See revised estimate of the 
Budget of Bengal, 1923-24.) " 

Q. 12.-Realisations of revenue under drift, etc., may be considered to be 
tax. (Vide the. Budget of the Government of Bengal, 1925-26, p. 16.) 

Q. 13.-In the case of a Government commercial or semi-commercial under­
taking. the endeavour should be to .secure a commercial return, s.:> that its 
educat1ve value may be f~lly apprE:mated. A monopoly profit will appea.r to 
have an element of taxatwn. · 

Q. 14.-Yes. 
(a) Terminal tax on the railways. 
(b) The items referred to in this question have elements of taxation so far 

as they come under monopoly profit. 
Q. 15.-The adequacy of the charge is known to the department but so 

far as my information goes, if the rate be increased heavily it will' cause a 
great hards?ip t<! t~e poor cultivators. . T~is ~apartment should not be run 
o~ commermal prmClp!e: ~he more the 1rr1gatw~ work will increase the loss 
w1Il be the chance of VISltatwn of the land by famme. It is a productive work 
and an indirect means of fighting ag~inst. famine. So apart from establish­
ment charges a bare return on the cap1talmvested will be quite adequate. 
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If water be sold. by auction, middlemen will come in and taka advantage 
of their large capital at the cost of the poor cultivators who will have to 
remain completely at their mercy. They will have to pay very high prices 
as no middleman will act on philanthropic motive. 

Q. 16.-I fail to understand why the people should pay twice. They pay 
for the water they use for cultivation, so the charge of any betterment fee 
will be unjust. It will discourage people taking advantagG of irrigation. The 
fertil& soil of India produces less per acre than the barren land of England, 
nnd if the people there be taxed in a way ·as has been contemplated by the 
framers of the questionnaire it will surely be suicidal. 

The proverbially poor agriculturists of India will not be able to pay in a 
lump sum, but if they be forced to do so they will have no other alternative 
than to fall victims to the exactions of the money-lenders. Thus they will 
derive no benefit from the improvement as the interest charges of the mahajans 
will cover more than what the former will get in the shape of increased pro­
duction. 

Any increase in land tax, bettterment or otherwise, is out of the question in 
permanently-settled areas. The Go>ernment having parted with their right 
will not be justified in enhancing land tax in such areas. · 

Q. 17.~No doubt under the tenancy laws the landlord is entitled to an 
enhancement of rent on the ground of improvement effected by him at his 
own cost. But the powers given to the court are so widely discretionary (Vide 
sections 33--35 B. T. Act) and the various factors laid down by the law 
to be considered by it are so stringent, that the recovery of any rate of 
enhancement, or for matter of that, any enhancement of rent at all, is now 
a pure matter of chance. (Vide sec. 30 to 35, B. T. Act.) In place of this 
pro>ision of law the method suggested in my answer to question No. 16 is 
far more preferable and more advantageous to the Government. The rate 
of a return of the outlay can be fixed by Government without any interference 
from anybody. The idea of recovering the out-of-pocket expenses for the 
improvement by way of a lump sum is nowhere provided by law, Jwither is 
it beneficial to the raiyats. 

Q. 18.-Dues levied under the Indian Ports Act cannot fall within the 
category of t'!xes imposed on the consumer so long as it does not exeeed the 
working e"-"l'ense and a reasonable profit to pay interest to debenture holders. 
It should not be run on commercial lines. · 

.Q. 19.-For the purposes of considering the capacity of the tax-payers, the 
taxes imposed for the needs of the particular localities should be fully 
considered. 

Q. 20.-No distinction should be made between the two. The Jacal burden 
of taxation should also be considered in determining the capacity of the tax­
payer. 

Q •• 21.-No tax, direct or indirect, can be regaded as purely voluntary. 
It is h,,!d by some economists that payment of indirect taxes is voluntary, 
because nobody compels a consumer to purchase taxed articles. Nobody can 
do without salt which is taxed indirectly. Indirect tax on bare necessaries of 
life should on no account be excluded in estimating the burden upon the tax­
rayer. 

Q. 22.-In >iew of my answer to question No. 21, no answer is necessary. 

Q. 28.-I do not agree with ihe statement fully. Tobacco (country made) 
cannot be placed in the category of intoxicating drugs. In India tobacco 
like tea in cold countries is used almost nni>ersally. It is not harmful like 
liquor. It would, therefore, be unjust to tax country-made tobacco. 

Q. 24.-(a) Opinion is -very much divided on this subject. Personally 
speaking professional entertainments may be taxed, and included in the list 
.:~t >olnntary taxation, as it wonld do no harm to a man if he does not go to 
tl:-e theatre, cinema or circus. 

(b) There should be no more tax on the railway tickets as the fares aro 
already high. · 
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Q .. 25.-lt is very difficult to 'draw a line of demarcat~on b~tween those. ":hu 
as a custom do not use intoxicants and those who take mtoxlC~~;nts. Re~1gton 
<:!annot be a criterion here, e.y .. , the l\1ulmmmadans who are str1etly forbidden 
to drink are often seen wet. 'Vho will take account of what people do 
privately? It is a very delicate Illfttter, so people will. s~ldom dcda:t:" them­
selves drunkards in order to avoid taxation. In my opuuon, the excise duty 
should be included in estimating the burden of taxation. 

Q. 26.-I do not ;ubse1·ibe fully to Adam Smit~'s theo~·y, but I am in 
favour of ilidirect taxation. Tax on bnre necessanes of hfe should be as 
light as possible. · . 

Q. 27.-In my opinion, it is not possible for nny member of the State to be 
exempt from indil·ect taxation. 

Q. 28.-Yes. 
Q. 29.-As taxatioa accGrcling to me must form the basis of rep~·~sentation, 

so the taxes imposed must be direct for the present as the conditi?n of the 
people of this country is not such as to enable the Government to mtroduce 
the principle of manbaocl suffrage now. 

Q. 80.-Poll tax should on nG account be imposed. It will be very un­
popular and create great hardship, as the average income of _the head of the 
family is very small and the number of dependents comparatively larger. 

Q. 31.-:-(3) The ch.owkidari wx in Bengal is not a capitation tax as it is 
imposed on owners and eccupiers of buildings, huts ancl sheds. 

(.j) To levy a pr.,fession tax over and above the license fee whic:h they 
pay in municipal areas would be unjust and inequitable. 

Q. 32.-I COJlsider .pr@fession tax on lowest classes more objeLtionable 
;than salt and other taxes mentioned her::. 

Q. 33 .-Income-tax and super-tas: are already intolerable, and they should 
.on no account be increased: on .the contrary, they should be reduced. 

Q. 84.-The present graduation is not at all satisfactory. ·It is too heavy. 
· It should be lowered. 

It would be folly to compare India with England. English social system 
1s qnite different from that of India. The joint family system among the 
Hindus in India imposes a great burden on the head of a rich family. He is 
to maintain a large number of relatives, grant pensions to distantly related · 

·invalids and widows, perform the smdh ceremony of the parents and 
marriage ceremony of the sons and daughters and defray· the expenses for 
the worship of the family deity. Long standing custom cannot be abolished. 
An English gentleman who has not to unclergo these expenditures and who 
is comparatively more rich can pay a high income-tax without xp.urmur. 

Q. 85.-No. 

Q. 36.-No. 

Q. 87.-The sooner it is abolished the better. 

Q. 88.-No. 

Q. 89.-N.o. The ~stimatecl gain of from 16 to 20 crores of rupees from 
taxes on agncultural mcome seems to me to be very much exaggerated. In 
Bengal any such imposition on agricultural income will amount to a violation 
of the solemn pledges given by the Government at the time of the perm:J.nent, 
.;cit lement. 

Q. 40.-It has been .pointec1 out more than once that Indian conditions can­
not be com_Pared w~th those of Europe. An European family is not so large 
as an Ind1an family. .Ann~ure E tells .us that a married Englishman is 
exempt from payment of taxat10n up to the mcome of £500 per annum whereas 
an J nclian to pay income-tax from £135 per annum. Again the c~nditions 
of 1903 are not applicable to 1925. Cost of living has been more than doubled 
I_n our opinion incomes up toRs. 2,400 per annum should be exempt from taxU: 
~Ion. 

Q. 41.-Not in a :position to answer. 
I 
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Q. !,2.-A standardised form of account will not be possible·in this country. 
It will interfere with the existing methods of conducting business by the vari­
ous communities in India. Besides, there is no justice in penalising the major­
ity of business men who are honest for the dishonesty of the few. With regard 
to the farmer's keeping of accounts by them of their small concerns it is out 
of the question, because most of them are illiterate. 
· Q. !,3.-Trading companies and public bodies may not have any objection to· 
the publication of incomes, but private persons will. take it as an offence to be 
compelled .to let the public know of -their income. I am not in favour of ap-· 
pointing non-official assessors and commissioners as they will be looked upon as 
spies. 

Q. J,J,.-I do not consider the reasons given in the question sufficient justi­
fication for discouraging the issue of income-tax free bonds. 

Conditions in Europe and America are quite different. The Government. 
knows the situation in India very well. If there be no allurement, the Govern­
ment will not be able to raise a loan to any large extent. Income-tax-free· 
securities are of very recent growth in India. Unstable war-time conditions. 
compelled the Government to adopt this course. However. if the Government 
can get money without making the bonds income-tax free, so much the better. 
But I do not think this will be possible in troubled times. There is a goon 
deal of difference between theory and practice. 

Q. !,5.-Stamps on coupons cannot be insisted on because it will cause a. 
good deal of harassment to the poor holders of shares whose annual income is. 
below Rs. 2,000. If this system be introduced they will· ~lso have to pay the 
price of stamp. This would certainly be unjust. If refund be allowed, the· 
delay and harassment due to red-tapeism will make small capital too shy. It 
will seldom see the light of the market, and thereby deprive the limited indus-­
trial concerns of small capital. Share market will also suffer. 

Q. !,6.-I am against the system of double taxation. 
Q~ !,7.-Existing arrangement in regard to the assessment on the previous 

year's income is good. I do not support English system of assessment on three· 
. years' average. 

Q. !,8.-I support the underlying principle of indirect taxation in the first. 
quotation. But I do not approve of the second quotation as _the means aug •. 
gested will not have the desired effect. It will lead to trouble in the long run. · 

Q. !,9.-If excise duty be imposed on ali the articles mentioned in this ques-­
tion, the taxation on the people will be very heavy, so I would advise to exempt. 
the following if not all from excise duty:-

(a) Chocolates. 
'(b)' Coals. 
(c) Chewing gnm. 
(d) Electric power. 
(e) Gas. 
(/) Lighting matrials. 
(g) Match~. 
(h) Meat. 
(i) Patent medicine. 
'(J) Petrol. 
(k) Paraffin oil. 
(l) Soap, 
(m) Sauce. 
(r.) Sugar. 
(o) Sweets. 
{p) 'l:obacco. 
(q) Yeast . 

. Q. 50.-Progressive principle cannot be applied to indirect taxation~ 
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Q. 51.-No. 
Q. 52.-I cannot suggest any substitute for salt. 
Q. 53.-As we have noticed before, India ca;nnot be colll;part;d with any other 

Munti'y in the world as her people are laggmg far behmd m every respect, 
viz finance eaucation health, industry, etc. The present rate is not at 
all 'iow, havi~g regard to the average income per head .of the population. It 
should rather be decreased than increased. 

Q. 54.-Present system is good. 
Q. 56.-No protective duty is required. 
Q. 58.-I support sale by weight. 
Q. 59.-If uniformity of price in all depots be aimed ·at, the Government 

may open depots at principal centres. 
Q. 60.-I do not think our illiterate cUltivators will be able to take advan­

tage of this system, hence I am not at present in favour of such a proposal. 
Q. 61.-It is desirable that there should be prohibition in India, but it is 

not possible to give effect to it as a large number of people take opium and 
sidhi in small doses for keeping health. If prohibition is insisted on, it will 
hold out a premium to smuggling. 

Q. 62.-The absurd proposal of Dr. Mathai reveals his ignorance of the land 
revenue system of India, especially of Bengal, and also the feeling of the people 
paying income-tax. His suggestions do not merit criticism. However, this 
question does not arise as we cannot introduce prohibition in India in the 
near future. 

Q. 63.-We accept all the statements quoted here excepting the tax on 
country-made tobacco. · 

Q. 64.-Excise duty on intoxicants may be increased a little more, 
Q. 68.-Yes. 
Q. 70.-~There would be no harm if tax on trees be increased. 
Q. 71.-As I am not aware of the principle underlying the variety of pre­

sent rates, I am not in a position to answer. 
Q. ·76.-Not in a position to answer. 
Q. 78.-Tariff imposed for revenue purposes should cover all imports. No 

discrimination should be made. 
Q. 83.-We favour ad valorem duties. 
Q. 87.-I am not in favour of substituting any of the taxes mentioned in the 

question for any tax levied at present. 
Q. 88.-Stamp duty is already too high having been recently raised by 50 

per cent by the Legislature. There is no roorri for further enhancement, . 
Q. 89.-It is the paramount <}uty of the State to administer justice, and 

while doing so, only the cost of the courts, including pensions of officers and 
capital cost of buildings, should be realised. 

Q. 90.-I do not agree to the theory of Hobson. 
Q. 91.-The transferor should be compelled by legislation to report, imme­

diately after the transaction, to the office where the share is registered, the 
name and address of the transferee. 

Q. 93.-Registration means keeping of public records of private transac­
tions. It is not in the nature of service rendered by the State to the party as 
in other direction. So I think it would be just and proper that fees levied 
should only be sufficient to pay for the cost of the Registration staff including 
pensions, capital cost of buildings, etc. In any case the present rate should 
not be increased as it is already too high. 

Q. 94.-I am not aware of any other cases in which fees and licenses can be 
imposed. 

Q. 95.-Although there was some protest against entertainment tax in 
Ben_gal: yet we do not think that the Legislature was wrong in sanctioning itll 
realisatiOn. Those who have money to purchase amusement tickets can weU 
spare something for the State. However, if the Government can abolish it 
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without increasing any'of the older taxes so much the better, hut I am dead 
against increasing older taxes to gi,-e facilities to amusement purchasers. ' 

Q- 96.-A tax is an impost by the State and contains nn element of compul-' 
sion iu the payment thereof, whereas rent is that which is paid by the tenant 
for the use and occupation of the land. From a pure economic point of ,-iew; 
land revenue must be considered as a tax, because it is imposed by the 
sovereign power on the proprietors of the soiL With regard to its appli­
cability to the different parts of India, as I am not acquainted with different 
systems prevalent, I am not in a position to answer. 

Q. 99.-In Bengal I am not aware of any temporary settlements being based 
on prices for different periods. 

· Q. 100.-Agricultnral incomes should not be taxed at all (see my answer to­
Qs. 39 and 1 and 2). Owing to the dearness of life in towns, annual in­
comes below Rs. 2,400 should not be taxed. In villages the limit may be 
Rs. 2,000 (see my answer to Qs. 33 and 40). 

It is not possible to measure agri~ultural income unless the peasants be 
properly educated. They do not know at present how to keep their accounts. 
Guess work will be misleading. To depend on one year's careful enquiry will 
be folly, as in India we cannot come to a standard estimate of annual produc­
tion, the country being dependent on nature. 

In permanently-settled areas we cannot exempt payment of land re,·enue. 
If the State gives up its claim, the modern zamindars cannot because they have 
invested their all in land, so they_ must have adequate return. 

Q. 101.-My view is that no tax on mutation should he imposed as it will 
increase the burden on the poor raiyat, besides I do not think it will help in 
checking the fractionisation of holdings. The only way to check fractionisa­
tion is legislation, but it will interfere with private ownership. 

Q; 102.-The principle enunciated in the question is not applicable to th;. 
case of waste land newly brought under irrigation. 

Q. 108.-8ystem prevalent in Bengal should be extended to other parts­
also. 

Q. 105.-No further tax should be imposed on mines and mineral" trade. 
If imposed, "it will arrest the growth of industries. 

Q. 106.-Ability to pay should be the standard both in the case of national: 
and benefi,cial services. 

Q. 108.-The present provision is quite satisfactory. 
Q. 109.-There is no doubt that the octroi causes a great hardship, but if 

this indirect tax be abolished it would diminish income which can hardly be 
made up by any other suitable means. 

As regards evasion, I have no experience. 
Q. 110.-I think the absence of any other suitable means compelled the­

local authorities to maintain this unpopular method of raising this duty. 

Q. 11£.-These taxes and cesses should be realised separately from the owner 
and the occupier. Otherwise various ccmp!ications and diffir.ultire may crop 
up between the owner and occupier as to its incidence and liability to pay 
by each. 

Q. 113.-Taxation is already too heavy. If it be further increased it 
would be unjust. 

Q. 114.-I am not aware of any limit. 
Q- 115.-Present condition of land, whether developed or undeveloped,. 

11nould be the basis of rating in municipal areas. 
Q- 117.-It should be earmarked, and the basis of the grant should be the 

urgency and importance of the work. 
Q. 118.-The Government should look to the efficiency of the management 

as the :fir,-t condition of the grant. It would be wrong to assume that there 
is no stimulus for E>Uch important servkes as education, sanitation and road­
maintenance. 
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Q. 119.-I am against the imposition of any fresh taxes Sl_\milar to those· 
enumerated in this question. 

Q. 1.?0.-(i) Such a r~commendation does not merit criticism ~s it is. not 
accepted in any country m tne world (see Annexure E). I am ~gamst this as 
it would be something like a poll tax. (ii) About taxing agriiJUltural incom11, 
see niy answer to questions Nos. 1 and 2, 39 and 100. 

There is duty on probate and letters of administration. Imposition of 
death duties would be unjust (see my answer to Q. 137). 

Amongst the Hindus there is no r!lgistration. of marriage. 

Import duties imposed on motor cars, patent medicines, etc., are already· 
very high. They cannot bear any further taxation. 

The idea of levying a tax on every inhabited dwelling hl>'.:tSe and doll"ry,. 
and abolishing land revenue is simply ridiculous. 

Q. 121.-I do Iiot agree with the statement. The country-made tobacco. is 
almost a necessity to the poor peasants. It is not so harmfui as otlier intoxi­
cants. 

Q. 12,?.-(1) As the article is produced very extensively, it is very difficult 
to estimate an accurate acreage. (2) The tendency in modern time is to· 
discourage monopoly. So it should be left to private enterprise as at present .. 
(3) For reasons stated above, we cannot support monopoly. 

Q.123.-No. 
Q. 124.-M. I favour· no taxation and monopoly in tobacco, I do not ad-

vocate any control. 
Q. 125.-in view of what has been said above, this question does not arise. 
Q. 126.-No. 
Q. 127.-Tt would be very difficult to prevent smvggling. 
Qs. 128-131.-In view of what has been said above, these questions do not· 

arise. 
Q. 132.-I am against this proposal, and it is not easy to fix any rate. 
Q. 133.-I am against imposition of any tax on tobaoco. But if it be im-­

posed, it must be acl valorem. 
Q. 1S4.-If export duty on cigar be increased it will affect export, and the­

extent will depend on the amount of duty. 
Q. 135.-Excise duty will handicap a growing Indian industry. 

Q. 136.-As I am against taxing country-made tobacco, this question does 
not arise. · 

Q. 1.J7.-The present tax on property changing hands at death, as imposed 
by probate and lettei·s of administration, is already too high. English system: 
of death duty cannot be imposed here. 

By the law of primogeniture, property passes tq the eldest heir without any 
fragmentation, but in India there is fragmentation which renders the succes-· 
sors poor. 

English people live long lives whereas Indian life is very short so succes-· 
sion in England takes place at long intervals but in India succe;sion takes 
I? lace at short _interv:>ls: I~ there be in En~land paymen~ of such duty thrice· 
m a century, m India It will have to be pa1Cl at least 7 times if not more. If 
introduced in India, it will swallow the whole property in less than half a 
century. 

In England the~e is no joint family, but in India there is joint family 
which enjoins on the head of a rich family the charge of maintaining and 
educating even the distant relatives. 

A death in a Hindu family imposes a socio-religious duty requiring heavv· 
expenditme. The Brahmin Pundits depend much on the gifts on such occa-· 
sion. These things are unknown to English people and English economists. 

The mnrringe expense of a Hindu girl is far more greater than of an 
Et1glish bride. 
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In a Hindu family guided by lllitakshara law, the right of a son accrues 
on his hirth which is not known in Englan(!.. 

Tols, temples and other works of public•utility are financed by the bends 
of rich families, but if they are impoverished by the imposition of heavy death 
duty, such noble works will die of themselves. 

Muhammadan Law enjoins a greater dismemberment of the property as 
apart from sons, daughters and other female relatives also inherit. If the 
small estates be charged duties, they will disappear soon. · 

For the above and other various reasons, the existing death duties should 
not be increased nor a separate death duty be imposed. 

Qs. 138 and 139.-These questions do not arise in view of what has been said 
!Lbove. (See my answer to Q. 137.) 

Q. 1h0.-Not appropriate to India. 

Q. 1h1.-Not appropriate. 

Q. 142.-This question does not arise. (See my answer to Q. 137.) 

Q. 143.-I fully agree with the views expressed by Sir James Stephen. 
Both the smaller as well as the larger proprietors have difficulties, so it should 
not be levied. 

Q. 145.-I am not in favour of such taxation. 

Q. 1h7.-I do not consider the combination as a suitable basis. Under the 
present constitution of India, item (1) seems to be the best. :aut this should 
not affect the income-tax and succession duties reserved for Imperial purposes. 
The Central Government should not try to impose uniformity on the analogy 
of European conditions. India is almost a continent. There are so many 
religions, so many laws of succession, climatic changes, varieties of land tenure, 
iltc., that the Central Government would fail to attain an uniformity. 

Q. 148.-Yes. 

Q. 1h9.-Inequitable. 

Q. 150.-Though I do not fa¥our the combination of items (2-4) in Q. 147, 
yet it may, if accepted, lead to a fairer and better distribution provided 
proper attention be paid to particular needs and production of each provinee. 
But the adoption of the combination .will jeopardise provincial autonomy to a 
large extent. 

Q. 151:-Yes. 

Q. 153.--{Jertaiuly. 

Q. 155.-I am against imposing a duty on country-made tobacco. 

Q. 156.-These taxes should be reserved for Imperial purposes. 

Q. 157.-These consideratio:l.B do not apply to stamp duties as conditions 
differ in different provinces. 

Q. 161.-The present system is satisfactory as the income from Road and 
Public Works cesses has been enormously increajled. The celebrated despatch 
of the Duke of Argyll, the then Secretary of State for India, while advocating 
for the present cesses held out a pledge to the landlords and the people of 
Bengal that no further increase of the Road and Public Works cesses amount· 
ing to 1 anna per rupee be made nor any other rate or charges be ever levied. 

Q. 162.-No. Let the existing system continue. 

(J. 169.-No. 

Q.16h.-No. 
Q. 165.-In India there are already. monopolies but they should not be 

.,xtended any further. 
9· 166.-No. 
~- 167.-Yes, they apply. 
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Extract from the Presidential speech delivered by Raia Resh~~case L~w,. 
O.I.E., ltf.L.O., at the Annual General Meeting of the Bntt~h Indwn 
Association, Calcutta, held on the 31st of March 1925. 

Gentlemen I regret to observe that. a practice .is growing up in some­
quarters to re~ard the zamindars as interlopers and squatters upon the land. 
These people are galvanized into horror by the very utterance of the name of 
the Permanent Settlement. They are not only to be found in particular Asso­
ciations but also in the witness box of the Taxation Enquiry Committee and 
in some' of the Legislatures. But it often happens that wh.at we take ~o be· 
bogey turns out on close observation to be commonplace thmg. The fnght,. 
therefore disappears on close observation. Those who decry the Permanent 
Settleme~t are merely superficial observers who o~erlook the circumst~nces. 
which led to the grant of the Permanent Settlement m Bengal by Regulation I 
of 1793. The difficulties of the collection of revenue after the grant of the· 
Diwani in 1765 became insuperable, and everything connected with such collec­
tion was in a hopelessly chaotic state. Various methods of collection were 
tried still arrears went on- accumulating. The tenants suffered fearful oppres­
sions' and extortions in the hands of the revenue-farmers. To extricate them-­
selves from this financial muddle, the authorities of the East India Compa.ny 
instructed their Governor-General to form the basis of land settlement whwh. 
would be deemed as permanent and unalterable in Bengal. The amount of 
demand of revenue from the zamindars was fixed on the basis of the previous. 
payments made by the farmers of revenue and had no reference to the produc­
tive powers of land. The proportion of the revenue fixed was -Lth of the· 
gross rental. According to the estimate of Sir John Shore the tfovernmcu• 
received 45 per cent, the cultivators got 40 per cent and the zamindars got 15 
per cent, of the gross produce of the soil So it will be observed that the 
zmnindar's share of the produce was very insignificant specially at a time· 
when the country had not recovered from the after effects of the famine of 
1770 anti the severE' exactions of the Amins. By the Permanent Settlement oJ 
1793 the zamindars were declared by the English Government to be " heredi­
tary proprietors of soil," the condition being that on default of payment of: 
Revenue on a particular day, the estates of the zamindars were to be sold. 
The raiyats who held under pattahs, and 7Ghud-lchast raiyats were declared' 
to have the right of occupancy in their lands. But under clause I of Article­
VII of Regulation I of 1793 the Governor-General-in-Council reserved to him­
self the power of enacting laws for the protection and welfare of dependent 
talukdars, raiyats and other cultivators of the soil. This power certainly does­
not mean or authorise the Government to. transfer some of the proprietary· 
rights vested in the zamindars to the raiyats, as the Court of Directors in their 
Despatch (see Report of the Rent Law Commission, page 88, paragraph 1) 
explained that it referred only to such Regulations as might be necessary to­
prevent the raiyats from being improperly disturbed in their possession or 
loaded with unwarrantable exactions. The difficulties of the zamindars at the 
period _can be. fuily conceived. They must pay their revenues on due dates,. 
otherwise their estates would be sold. Whether they themselves realised or 
not, their just dues from their tenants were not to be looked to at all and at. 
that period there existed no ·machinery by which they could speedily' recover 
their rent from the tenants. If they defaulted to pay the revenue the-
stringent sunset law was at once enforced. ' 

It wiii thus be seen that it was not by mistake or in a fit of whim or· 
caprice, as has been asserted by some irresponsible critics that the Government­
of the day made the zamindars the owners of the soil and fixed the demand of 
Government revenue; but circumstances compelled the Government to diJ so 
Lord Cornwaiiis wrote in his Minute of the 18th September 1789 regarding th~­
Permanent Settlement: " It is for the interest of the St~te that the landed 
property should fail into the hands of the most frugal and thrifty class of 
people, who will improve ~heir lands and protect the raiyats, and thereby pro­
mote. the gen~ral prospenty of the country ", and he further says " there is 
noth.mg new 111 the plan excel?t the great advantages which are given to the 
zammdars, talukdars and rmyats on one side· and the additional security· 
which the Company has against losses by balances from th~ value of the land 
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.which is to be sold to make them good being greatly increased on tho other • 

.By what probable, I may even say possible, means such a plan is to fail " (see 
.documents and extracts illustrative of the British Period of Indian History, 
Part I, pp. 130-133). The Court of Directors wrote on the 12th April, 1786: 
" it is entirely our wish that the natives may be encouraged to pursue the 

·occupations of trade and agriculture by the secure enjoyment of the profits of 
·their industry; and that the zmuindars and raiyats may not be harassed hy 
increasing debts, either public or private, occasioned by the increased demands 
.of Government " (The Zamindary Settlement of Bengal, Vol. I, Appendix· 
,V,, p. 49). "The effect of the Permanent Settlement," says Charles Ross, 
·"has been a wonderful extension of cultivation. Though the original Settle­
ment was not at the time a light settlement, yet the saving principle of the 
permanent certainty of the assessment brought the settlement through. So 
-that, from the protection from foreign invasion, the increase of population, 
.and the consequent increase for the demand for land, a great increase of culti­
vation, and a great rise in the rent of land have ta.ken place, and the estates 
'have become most valuable property. The greater part of the land had, at 
the period of settlement, become waste from mis-government, not only has the 
tlost cultivation been .recovered, but vast tracts where the plough had ·never 
,passed have been reclaimed. The result of the Parliamentary enquiry seems 
·to demonstrate that the permanency of the Bengal Settlement has not been a 
'bad bargain. That, in addition to giving Government a fair revenue, it has 
dn01·eased very much the wealth of the country." 

The constant cry of some persons in season and out of season with the object 
.of reversing the Permanent Settlement is that the zamindars are " oppres­
.sors " and " blood suckers." But there is no charm in those words which by 
.repetition would produce any effect. Their object is to give the dog a bad 
name and then to hang it. But they forget that the zamindars' prosperity 
.and welfare are bound up with those of their tenants, and it is their interest 
·to look to the welfare and contentment of their tenants. There are black sheep 
I admit and what community is there which is free from it. There is no reason 
·why a gross libel should be perpetrated upon a whole class for the sake of a few. 
By no amount of perverse interpretation of the law or stigmatising the zamin­
·dars they can establish that the raiyats are the proprietors of the soil. 

The Permanent Settlement is a solemn contract which cannot be set aside 
·with any show of justice, equity or reason. And I firmly believe that neither 
-the British Government, nor the Legislatures which form a part and parcel of 
-that Government, would set aside the Permanent Settlement, as that would be 
an unrighteous act on the faith of this pledge, the zamindars having invested 
·]arge sums of money on their estates. It should also be stated that of the 
znmindars with· whom the Permanent Settl<;lment was originally made, pro­
oably 90 per cent no longer exist, their estates having been sold out; and the 
persons who purchased them paid a. proper and fair price on the belief and in 
·consideration of the fact that the " orders fixing the amount of the assessmm1t 
as irrevocable and not liable to alteration by any person whom the Court of 
])i,·ectors may hereafter appoint to the administration of their affairs in thh 
country." The present zamindars get only 4 to 5 per cent as profit for the 
investment they have made in landed property. One retired member of th9 
·public Works Department in suggesting the abolition of the Permanent 
Settlement, recommended the redemption of the land revenue by the payment 
of the revenue of a fixed number of years in a lump sum. Bnt the gentleman 
forgot that t-he zamindars have no money to pay the adequate amount to the 

.!lovernment. · 

Written memorandum of Mr. J. A. L. SWAN, C.I.E., I.C.S., M.L.C., 
Secretary to the Government of Bengal, Education 

Department. 
Q. 93.-In my opinion, Government may legitimately charge more for the 

registration of documents than the amount actually required to cover the cost 
-of the Registration Department. I see no practical reason why the State 
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·should not make a profit from its charges for services rendered to individuals. 
This is the more reasonable in. the case of registration fees, because the system 
of registration has given security of title and reduced the risk of secret and 
fraudulent transactions, and has thei·eby increased the market value of pro­
J>erty. I am aware that when the Indian Registration Act was passed, the 
Government disclaimed any intention of using it as a source of revenue. 
Clearly when the system of registration was in its infancy and Government 
were anxious to popularise and extend it, it would have been unwise to impose 
·heavier fees than were necessary to cover the cost of the department. Cir­
·Cumstances have now changed. ·The system is well-established and popular, 
and an increase of fees can be so assessed that the poorer classes will be little 
.affected, if at all. I consider, therefore, that registration fees are a legitimate 
.source of re>enue which Government, in their present financial difficulties, are 
~10t in a position to neglect. 

Written memorandum of Dr. D. B. MEEK, M.A., D.Sc., I.E.S., 
O.B.E., Director of Industries, Bengal. 

Q. ,69.-\Vith a few exceptions, an excise duty on the articles mentioned in 
'the list would not yield much. Some of the articles also are only· beginning 
to be manufactured i.n India and the difficulties of manufacture with profit 
.are already sufficiently great: e.g., the following would yield practically 
nothing:-

Acetic .Acid, 
Cartridges, 
Chewing gum, 
Cigarette papers, 
Chocolates, 
Motor cars, 
Playing cards, 
Pleasure vessels, 
Saccharine, 

and the manufacture of those given below is only being carried on with diffi­
culty:-

Matches, 
Oleomargarine, 
Soap, 
Sauce, 
Sugar. 

Written memorandum of the MARW ARI CHAMBER OF 
COMMERCE, Calcutta. 

Q. 1.-1\Iy Committee do not think the statistics of the Annexure "A" 
to be sufficient for the purpose of reaching the accurate estimate of the wealth 
of the country. Statistics of mineral products, industries both great and 
small, trades, wages and such other resources of the like nature should· not 
be excluded for the purpose in hand. Further, all the sta,tistics given are 
not deemed by my Committee to be exactly correct. Of course, those of · 
the agricultural ancl larger industries are quite reliable. The process of 
gathering data is. quite ·,msatisfactory and this makes the statistics unreliable. 

Q. 2.-The Chamber is not in a position to give the correct ~~timate of 
the wealth of the country, for in the absence of sufficient data, the estimates 
cannot but be erroneous. 

Q. a.-Impossibility of arrivin!! at a correct estimate arises from the want 
of suflicietit statistics. 
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Q • .&.-It will involve a great expense to procure correct statistics. The­
present method of statistics is not satisfact~ry. 

Q. 5.-Indian products are of various kinds and nature, census of pro. 
duction will serve no useful purpose in India. Hence it is quite unnecessary. 

Q. 6.-No, the Chamber does not think it necessary. 

Q. 7.-Yes, the above estimates will be useful for ascertaining the inci­
dence of taxation. No comparison in this respect should be made with regard 
to foreign countries. 

Q. 8.-The diffusion theory of income is .now ignored, and it is said t>hat. 
'-he incidence of taxation can be ascertained with proper statistics. In cases. 
like income-tax and death duties the incidence can be easily known; the 
incidence ~oncerning the income of wages, agricuJt.n~e, etc., may be ascer­
ta~ned from the details given in .the Annexure C. But it is not very easy 
to find it with regard .to interest or commodities for their various factors 
unknown and unknowable. 

Q. 9.-Direct taxes except poll tax fall on the rich as well as on the land­
holding classes, while indirect taxes affect the poor and middle classes. Taxes· 
are paid by the people in general, so it is desirable to follow the opinion of 
the public. 

Q. 10.-Excepting Government estates barely 2 per cent of the land. 
re...-enue comes from the sale of waste lands, forests, etc., which do not fall· 
under the meaning of taxation. 

Q. 12.-The revenue from forests, as the Chamber thinks, is not a tax: 
at· all. 

Q. 18.-In the Government or Semi-Government commercial institutions. 
there should be a sinking fund for depreciation and small reserves. A return 
on the capital should be provided. 

·Q. 1.&.-'rhe Chamber does not think that there is an element of taxation. 
in the revenue from the railways, tramways, telephones, telegraphs, posts, 
etc. But so far cinchona is concerned, the revenue hereof has got an element 
of taxation. 

Q. 15.-The Chamber has no information to answer this question. Only 
the charges of irrigation appear to be a little more. 

Q. 16.-The Chamber is not in favour with the State taking .charge of 
irrigation which is the function of a trader only. · 

Q. 18.-The income under the Indian Ports Act should not be said to fall 
under the category of taxation, provided it is not extremely heavy, nor intend­
ed for profits. 

Q. 19.-A particular locality is only a part of the whole country: so the­
taxes that are imposed to meet the expenses thereof should come within the 
general incidence of taxation. 

Q. 20.-In the consideration of incidence of a particular place, the 
Chamber thinks that there should not be any distinction between taxes for· 
particular services and those for g<'neral purposes of the local body. 

Q. 21.-Indirect taxes may be regarded as voluntary with some exceptions 
such as on salt. 

Q. 22.-Taxes on luxury and amusements should be separateiy classified. 
Q. 29.-The Chamber concurs in the statements that taxes on tobaccq 

Jigars, and cigarettes and liquors are not economically burdensome except on· 
the family of the smokers and drinkers. · 

Q. 2.&.-The Chamber does not dislike a tax for amusements it is not 
exorbitant, a~ if the prosperous people have some pleasure in them. 

Q. £5.-Yes, a tax on tobacco that on liquors do not affect Sikhs and_ 
Muhammadan masses generally. 

Q. 26.-The words of Sir Josiah Stamp may be helpful for reference with, 
regard to taxation. 
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Q. 27.~Yes, every member of the community should pay some sort of taxes 
so that he or she may feel the personal existence in the community. 

Q. 28.~Yes. 
Q. 30.~The Chamber does not recommend direct tax in any way for the 

poorer classes. The poll tax is the worst k.ind of taxes in the ,world. :My 
Chamber strongly opposes this tax. It .is highly objectionable. 

Q. 31.-The Chamber thinks capitation tax to be objectionable like poll 
tax. The chowkidari tax is less objectionable. 

Q. 32.-In the opinion of the Chamber, the poll tax and the capita~ion 
tax are more objectionable than salt tax, excise duty on cotton, kerosme, 
customs and duties on matches. 

Q. 33.-The rate of income-tax is already too high for any further enhance­
ment. My Chamber is against any increase of the rate, .if the Government 
want to make up the defli.ciency owing to the repeal of any other tax. More·· 
over the Chamber thinks that on accotmt of war, rates were enhanced but 
now the people have every right to ask the Government for minimizing the 
rates because the war is ov-er. 

Q. 34.-As regards progressive taxation the Chamber considers the 
existing scheme of graduation satisfaptory. Different graduations with pro­
per abatement should be introduced. 

Q. 95.-The Chamber advocates differentiations in favour of earn~d in­
come. If by "productive enterprise" is meant industry in the opinion of 
the Chamber no differential treatment could be ·accorded to these. 

Q. 96.-The Chamber considers it quite possible without proceedings of 
an inquisitorial nature to make allowances for the number of persons supported 
out of particular incomes. What is necessary is to require assesses to furnish 
~. statement showing the number of persons dependent thereon. · 

Q. 37.-The Chamber is strongly opposed to the further continuance of 
the super-tax in any form. It is an extraordinary tax the imposition of 
which was agreed to by the people only as a war tax on the strength of the 
Governme.nt's assurance that it would be abolished after the cessation of the 
war. Since the special taxes imposed during the war have been or are being 
repealed or reduced in every other country in Europe, financially far better 
ojl' than India, there ~um10t be the least justification for its continuance 
in this country. Not only does this tax operate as an oppressive burden on 
t-hose who are required tn pay 1t, but it st.ands as a serious obstacle in the 
way of the industrial development of· the country. Following the example 
o1 other countries-the Government should lose no time in repealing this unjust 
tax. 

Q. 38.-The Chamber is not in favour of the removal of the exemption of 
incomes derived from agriculture, as that would practically mean removal of 
the Permanent Settlement, Nor does it think that a tax can be ptofitably 
imposed on the incomes of farmers. The holdings in this country being very 
>mall, taxing the farmers appears to be unthinkable. 

Q. 39.-As regards the statement that the taxation of agricultural incomes 
would probably mean a gain of 16 to _20 crores to the revenue, it is difficult to 
express any definite proposal as to the correctness or otherwise of this 
estimate. To arrive at a correct decision it is necessary to enquire into the 
average size of holding in the country, the average number of persons depen­
~ent on such ho~dings for _their sul?port, etc .. What the Chamber can say 
1s that the taxat10n of agrwultural mcomes will result in a substantial gain 
to the revenue, although the gain will be of a fluctuating nature. 

Q. 40.-In view of the fact that there is the element of 'economic rent in 
all lands which is not present in other forms of income these cannot be com­
jJared with income derived from land. As regards the limit of exemption 
!t would not b~ fair to reduce it, as it is not really higher than the limit 
m other countries. It should not be forgotten that the earning member of 
an Indian ~amily has (?:~nerally tp suppor~ a large number of dependants and 
that there IS not proVIsion of abatement m the Indian law. 
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~- .u.-The _Chamber. doe_s not think that efficiency has increased in pro-­
portiOn to the mcrease m the establishment of the Income-tax Department 
and for all practical purposes income-tax is still a tax on honesty. There has 
howe>er, been a very appreciable increase in official arbitrariness which mean~ 
greater trouble, inconvenience and harassment to the people than before. 

Q. -'2.-There can be no objection to a standard form of accounts if the 
form is prescribed in consultation with and with the appro\·al of the com­
mercial communities. It should be remembered that if evasion is possible 
in all forms of direct taxation owing to assessment 'being necessary arbitrary 
official action to show increased revenue is not less possible. 

Q. -'3.-The Chamber does not favour the idea of publicity being given· 
to incomes taxed or income-tax rolls being made public records. No parti-· 
cular benefit or advantage can be expected from publicity. On the contrary, 
it may affect the interests of business people adversely. The employment 
of non-official assessors and commissioners is also open to objection. The best 
solution is to increase the efficiency in administration. If the tax collector· 
is to see that no evasion takes place, it is fair thl)t he should also assist the· 
tax payer as far as possible by pointing out where a rebate or refund is· 
due. 

Q. -'4.-The Chamber does not consider the issue of income-tax-free secu­
rities objectionable. 

Q.' -'5.-The income-tax on bearer securities may be collected by means of 
stamp duty on the coupon. But the principle of collection at source is of. 
doubtful soundness. 

Q. ,46.-Yes. 
Q. -'7.-The system of assessment on the basis of three years' average is­

undoubtedly preferable to assessment on the previous year's income and the 
Chamber strongly recommends the introduction of three years' average 
syst{!m. Although the Royal Commission of 1920 in England recommended 
that the preceding year should be the basis, it is wholly unsuitable to India 
as fluctuations in incomes from trades, profession etc., are very rapid and wide •. 
The previous year system has proved a real hardship to the people. 

Q. ,48.-What the Chamber can say in regard to the views .expressed in 
the paragraphs quoted is that in a country like India where there are no· 
reliable statistics regarding the financial condition of the people, it must be· 
difficult to find the point which Sir Josiah Stamp recommends .. Admitting· 
that all classes of the people, including the poorest, should contribute some­
thing to the State, it is desirable that the indirect taxes on necessaries should' 
be kept as low as possible while higher rates should be levied on luxuries. 

Q. ,49.-Having regard to_ the fact that India is industrially backward' 
and is struggling to become more or less self-contained in that respect, the 
Chamber cannot approve of, much less recommend, an excise on any of the· 
articles·mentioned in the list, except perhaps on aerated waters, as an excise 
duty is bound to hamper the development of industries. Rather the Chamber· 
would recommend the abolition of the existing excise duties. 

Q. 50.-In case of luxuries, the graduated or progressive principle should 
be applied to indirect taxation but not in case of necessaries though it must 
be admitted that it is rather difficult to distinguish between necessaries and 
luxuries. 

Q. 51.-The Chamber accepts the statement of general policy quoted in· 
the questionnaire in regard to taxation on salt. 

Q. 52.-The Chamber des~res to point out that it i~ not the salt ta~ alone 
which the poorer people of this country have to pay. They have to pay tmport 
and excise duties on cotton piece-goods also. The salt tax should, therefore, 
be kept as low as possible. 

Q. 53.-The present Indian rate of taxation is higher than that of Japan 
and lower than that of some other countries. But considering the compara-· 
tive wealth of the different countries, the Indian rate is undoubtedly hig.!t. 
The fact shorild be remembered that in India salt is mostly used fpr human 
consumption, whereas in other countries it is used extensively for agricultural 
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·and other productive purposes also. A~1y further increase in the rate in 
-this country is bound t.o prove an oppress1ve buxden. 

Q . .'i5.-In the present condition of the country, State ~onop?lY for the 
manufacture of salt is desirable, provided a purer article IS ava1lable at a 
.cheaper cost. 

Q. 56.-The Chamber does not consider the imposition of a protective duty 
.on salt with favour, because it is bound to raise the price to the great hard­
·ship of consumers of the poorer classes. 

Q. 58.-Yes, the Chamber is in favour of the enforcement of.sale of salt 
iby weight where it is now sQ}d by measure. 

Q. 59.-The Chamber does not consider that cost of transport could be 
·reduced and retail prices steadied by opening depots for the sale of salt by 
•Government and it is not in favoux of action being taken on these lines. 

Q. 60.-Yes, any of these methods should be employed for the denatura­
tion of salt with a view to its issue free of duty as in that case the consump­
-tion of salt for agricultural and industrial purposes will increase to the great 
ibenefit of the country. · 

Q. 61.-Although the Chamber would like to see a policy of absolute pro­
:hibition adopted specially in the industrial areas, the Chamber does not 
:anticipate any legislation for the purpose in the near future. 

Q. 62.-The Chamber does not approve of any of the proposals mentioned 
"in the questionnaire for recouping the loss of revenue .as a result of prohibi­
tion. It is of opinion that the problem of raising more revenue is to be· 
solved in different ways in different provinces according to their local con­
<litions. 

Q. 68.-The Chamber agrees with Sir Josiah Stamp's note in the last 
paragraph quoted in the questionnaire. The Chamber has however no 

'hesitation in saying that in a poor country like India, high prices of in­
rtoxicants cannot but have a deterrent effect .on consumption ·and hence on 
·Social evils also. 

Q. 64.-The policy followed in Bengal falls short of what the Chamber 
'would approve. 

Q. 65.-The 1·ates in the mofussil are too low. The rates in the industrial 
:areas are certainly high, but still the Chamber would urge a further increase 
,in order that they may have a deterrent effect. 

Q. 67.-Yes. · 
Q. 68.-Yes, because the imposition of supplementary duties on foreign 

•liquor by Local Governments would be a source of income to them. 
Q. 69.-As liquors ~tre sold through licensed vendors, they may be required 

tto submit returns as reg:trd.s quantity, origin, import and export for. adjustment 
of relations between provmces. 

Q. 71.-Yes, there ar.e various considerations to justify variety of rates 
.on aanja;charas and bhang. 

Q. 74.-It is quite probable that as a result of the reduction in the number 
of licences, the value of those that remain has greatly increased 011 the 
g.round of monopoly but the Cham~er has no remarks to make on this sugges­
twn. 

Q. 75.-Excluding Burma, the existing rates· of duty are sufficiently 
·uniform if the local conditions are taken into consideration. 

Q. 76.-The dhan~ber has not ~xp~rie~ce of the. system of employing paid 
;persons for the retail sale and d1stnbut10n of opmm. The introduction of 
the system may, however, be expected to increase revenue. 

Q. 77.-The present arrangeme!1ts, if more efficiently enforced, wi11 prove 
adequate for tht• control of smugghng. If further steps are considered neces­
sary, they should he taken by the cultivating provinces. 
. Q. 7'8.-For re,·enue purposes a tariff should be confined to a few articles 
m common use and should not cover all imports. In Great Britain 90 per 
cent of the total customs revenue is obtained from four commodities, such as 
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tobacco, sugar, tea,. and spirits. In India and in some Dominions also the 
major portion of the duty (about 60 per cent) is obtained from a few imported 
co~odities. From a purely revenue point of view, import duty on a few 
artiCles in common use and on luxuries is desirable because in that case it 
can be levied ec?no~cally whereas if all imports are taxed, a large portion 
of the revenue IS likely to be swallowed up by the establishment charges. 
The limit in the number of taxable commodities can be determined only by 
a reference to the statistical returns of the Customs Department. But it may 
be necessary to change the limit from time to time according to the changes 
in the habits of the people. 

Q. 79.-Revenue from the customs duty on most of the articles has in­
creased with the gradual increase in the rates since 1913-14. There were 
so many unknown and unknowable factors in op.eration during this and the 
succeeding abnormal period that it is difficult to say what has been the exact 
effect on revenue of the changes in the rates only. Now that normal condi­
tions are returning, it will be possible to measure real effect after, say, another 
four or five years. 

Q. 80.-Yes, increased rates c~n be imposed with advantage on articles of 
luxury otherwise than for the purpose of protection. 

Q. 81.-Because of its vastness and agricultural resources, the case of India 
is more akin to that of countries like Canada, .Australia, the United States, 
Brazil, .Argentine Republic, etc., than to that of Great Britain or Japan, 
the only difference being tl1e dense population in India. But for thiS difference 
India could have followad with advantage the tariff policy followed in those 
countries. .At present India should follow an intermediate course by imposing 
a moderate import duty on commodities in general use, a high rate on luxuries. 
and special· commodities and also a moderate export duty on commodities in 
which India has a monopoly or semi-monopoly. India being a country with 
very few manufactured articles to export, the necessity for provision for 
preferential treatment or favoured national treatment in its tariff system 
does not arise. India is chiefly an exporter of raw materials which are 
received free or almost free in all countries. 

Q. 82.-Yes, there are some articles such as shellac, oil-seeds, manganese, 
mica, etc., that are not at present subject to export duty. Duty on these arti· 
cles may be imposed for revenue purposes without injuring the trade of India. 

Q. 83.-A.d valorem duties have been given up in countries like Germany in 
favour of specific duties, but it has been retained by countries like the United 
States, Canada, ·etc. Both these systems have their merits and demerits. 
From a revenue point of view as well as from that of the interest of business 
people, the Chamber prefers the present system known as the tariff valuation 
which is a combination of ad valorem and specific duties, provided valuations 
are made at frequent intervals, whenever this system is found possible. 

Q. 84.-Yes, the system of tariff valuations is working fairly satisfactorily. 
But in view of the rapid fluctuations in prices it is desirable that the valua­
tions shoUld be revised more frequently. 

Q. 85.-Goods are frequently detained by the appraisers' and importers' 
valuations are rejected for insufficient reasons. There have been cases where 
importers' valuations have been refused in the first instance but subsequently 
admitted after consideralJle delay on the importer offering to hand over the 
goods to the Customs at his own valuation. Besides, it is a matter of common 
knowledge that the appraisers employ brokers to make enquiries. This 
practice is manifestly wrong and should be stopped at once. 

Q. 87.-In the opinion of the Chamber taxes on auction sales, betting, 
club subscriptions, luxuries, and safe deposits can be levied for the benefit of 
the Provincial Governments. · 

Q. 88.-The Chamber . agrees with the principle laid down by Bentham 
that high stamp duty for judicial proceedings is undesirable. In a country 
like India it cannot but be regarded as extremely so when it is remembered 
that holdings in this -::ountry are very small, rights of occupancy and inheri-
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tance are numerous in forms, the people ~re poor and economic and educa­
.tional conditions still very backward. 

Q. 90.-The Chamber does not agree with the view expressed by Hobson. 

Q. 91.-Under the present rules of the Calcutta Stock Excha~ge th!lre is 
no evasion of payment of stamp duty, for the reason that· a dehvery ts not 
thought good unless the proper value of stamps is affixed at ~he time of the 
transfer. If it is argued that the blank transfer system now m vogue means 
evasion the Chamber does not agree, as there is not the least doubt that 
under this system, the turnover is over so much larger than it. would be if 
the blank transfer syst~m was quashed' aud further, actually with a larger 
turnover, the Government is a' gainer in stamp duty on contracts and on 
.other necessary documents. 

Q. 92.-In all kinds of fees imposed in judicial proceedings for revenue 
,purposes, an element of taxation i~ present, as the fees are higher than 
necessary to meet the cost of the serviCes rendered. 

Q. 93.-The fees levied for the registration of a transaction should he 
·such as only to cover the cost of the staff, pensions, buildings, etc. High~'r 
d'ees are not reasonable, because the parties are required to pay separate feos 
if and when they .came to the law courts m connection with their registered 
transactions. 

Q. 94.-All fees are sufficiently high and will not admit of any further 
enhancement. But so far .as licenses are concerned, the Chamber thinks that 
in professional licenses and excise licenses a further element of taxation can 
very well be introduced. 

Q .. 95.-The Chamber is not in favour of the increase of other taxes in· 
lieu of the amusement t:otx nor does it like a more general extension of th~ 
entertainments tax. The present system ought to be retained with exemp­
tion up to a certain limit. 

Q. 96.-A tax is compulsory contribution of wealth by a person or a body 
of persons for. the service of the public powers. For rent we have got the 
famous Ricardian theory. If it is .admitted that the State is the ultimate 
owner of the land, then theoretically land revenue is rent. But from a· con­
sideration of the machinery for assessment and the compulsory nature of the 
collection, it is akin to a tax. It can be considered similar to taxes on special 
-advantages or monopolies. In areas not permanently settled, if the land 
revenue is revised according to the fertility of the soil the element of rent 
preponderates; but if it is revised according to the requirements of the Stat~, 
it is a tax. In the permanently-settled areas it is certainly a. tax or if one 
likes it, it can be compared to interest on capital. . 

Q. 97.-In permanently-settled areas, land tax does not affect the interests 
of the cultivator injuriously. Prosperity depends on monsoon, prices, etc. 

Q. 98.-The Chamber does not agree in the criticism. 
Q. 99.-Temporary settlements are based on prices for different periods 

and cannot but lead to some amount of inequality. It cannot be got rid of. 
. Q. 100.-;-It is impossible to a!lswer the question .whether Rs. 3,000 a year 
IS the subsistence level, because 1t conveys no meamng unless the size of the 
unit of the family. is fixed. The Chamber thinks it impracticable for a taxing 
officer ~o. ascertam ~hether an agriculturist's income exceeds this or any 
other hmit. The fixmg of such an exemption limit will certainly induce a 
further fractionisation of holdings. · 

Q. 101.-If possible, the Chamber would apply to waste lands in old coun­
t;ies newly brought under an ~rrigation scheme principle whereby newly 
discovere~ na.tural resources. of high value would not become private property. 
But. considerm~ that prachc~lly all lands in this country whether waste or 
cultiVated a,re tn the possession of some on~ o~ other and are· private pro­
perty, the Chambe~ does not see how the prmciple can be justly applied to 
natural resources dtscovered therein. 

Q: 103.-Conditions being not uniform within municipal limits in every 
provmce, the Chamber do.es not think it practicable ~o adopt a uniform plan 
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of levying land revenue therein. This field of taxation should be left to the 
local authorities. Gov~rnment will not lose much in consequence. 

Q. 10~.-The Chamber prefers method No. 5 (to compare the percentage 
borne by land revenue to gross or net produce). It would be better if the 
net produce can be ascertained. But that being not practicable the gross PN· 
duce may be taken. 

Q. 105.-The Chamber does not approve of further taxation on minerals­
as that would hamper the development of mineral resources. 

Q. 106.-While generally agreeing to the classification, the Chamber 
considers it desirable that the portion of the expenditure devoted to the per­
formance of service that partake of national character should be borne mainly · 
by the State. As for the services that are locally beneficial, ·the taxation 
should be proportional to i;he benefits. 

Q: 107.-The taxes mentioned in schedule II to the Schedule Taxes give 
sufficient scope t<> the local bodies and further powers need not be given. 
Some of the existing taxes like the entertainments tax should be made o\·er 
to the local bodies. Specified taxes need not be imperative. 

Q. 108.-0f the three kinds of taxes levied by municipalities and Local 
Boards, octroi should be discontinued, as it is a hindrance to trade and 
uneconomic in collection, and should be replaced, as has been done in some 
of the European countries by the imposition of an amusement tax where 
possible, and additional tax on excise shops. 

Q. 109.-The Chamber is inclined to agree to what has been said about 
the octroi duty in the paragraph quoted in the questionnaire but the­
Chamber's experience in this matter is limited and it does not feel justified 
in commenting on the criticism or in expressing any opinion as to how far 
it is lin ble t<> be. evaded. 

Q. 111.-The Chamber does not think that the time has come for the 
abolition of tolls in this country. In view of the fact that large improve­
ments in transport facilities are still necessary and that such impro,·ements­
cannot be effected from the ordinary revenue, it is desirable. that the impro,·e­
ments themselves should pay a part of the cost. The distance between one 
toll-gate and another should depend on local conditions. 

Q. 112.-0wners of houses and lands will not be injuriously affected if the 
house tax and the land cess continue to be levied wholly· on them. The 
demand for houses and lands is very great and owners will be able easily 
to shift the burden of the tax and cess, in fact they do shift it, on to the 
occupiers. 

Q. 113.-In India it is not only desirable but necessary to limit the powers 
of the local authority regarding the levying of house and land tax and land cess,. 
because in the existing circumstances all increases in rates and taxes will 
fall on the occupiers and the cost of living far higher than before, such 
increases will mean a serious additional hardship to them. · On the other 
hand if such an additional burden is thrown on the owners, then surely the· 
incentive to building construction will diminish and housing difficulties will 
become more acute. 

Q. 11~.--So far as the Chamber is aware, there are only abatements but 
no exemptions from house tax. 

Q. 115.-Land values within municipal areas being enhanced at ~ rapid: 
rate, it is desirable that such increases in site values should be subJect to 
taxation because it is sure to check speculation in land and thereby to help 
towards 'the solution of the housing problem. Of course any improvements 
by the owner should be exempted from taxation. 

Q. 116.-The experience of the Chamber is tha~ tne profession tax and 
the tax on the companies ha>e pro>ed successful. The Chamber is not aware 
of any manufacturing tax on cotton in Bengal but it does not approve of 
such a tax. 

Q._ 117.-The Chamber consid~rs . that unconditional ~ntribution~ fro_m­
Governmental funds in general atd of local finances, as 18 the practiCe til-



537 

·many foreign municipalities, are not desirable. In its opinion the sc;he~e· 
proposed by Lord Balfour of Burleigh as Chnir~an of the Royal CommiSSI?n 
on local taxation (1901) is a sound one. Accordmg to that sch.eme gran~s-n~­
aid should be given in the form of block.g;rants for each ~erVIce and d~stn­
buted according to the needs of the localities. The necessity of expenditure 
is to be determined partly by populat~on nnd pnrtly by the actual expenditure. 

Q. 118.-The Chamber believ:es that an a.deq~ate stimulu~ ex~s~s in the· 
country for improving educatiOn and. samtat10n and mml!-~ammg and 
constructing roads. It is, therefore, desnable that local authonties should be· 
given a free hand in these matters. 

Q. 1W . .,-In the present backward condition of the commer~e an~ !ndus-. 
tries of the country, the Chamber cannot recomme)ld the ImpositiOn of 
further burdens upon them ns that will surely hamper their progress and· 
development. Hotels may be taxed, if necessary. 

Q. 120.-(i) In the opinion of this Chamber a universal income-tax recom-· 
mended by Mr. J. C. Jack cannot be condemned too strongly. It is sure to· 
prove uneconomic and an oppressive burden. • 

(ii) 'l'he Chamher is not in favour of the taxes suggested by Prof. K. T:. 
Shah. Even in these cases in which taxation is possible revenue will pro­
bably be insignificant compared to the trouble. 

(iii) The idea of a tax on dowries is simply ludicrous. 
(ill) Of all the taxes suggested by Professor Ayyangar the Chamber thinks· 

that duty on patent medicines and luxuries only are possible. 
(v) As regards Sir Ganga Ram's proposal to· substi.tute a produce tax for· 

land revenue, the Chamber thinks that in a densely populated country like 
India, land has a high economic rent. If this proposal is carried, agricul­
turists will enjoy the economic rent without contributing anything to the• 
State and an injustice will be done to the other sections of the people who: 
have no land, 

Q. 121.-However correct the statement that the amount of tobacco used· 
by any one person is never very large and that if taxation leads to curtailment 
of its consun1ption, so much the better from· the social point of view,· may· 
be theoretically, the amount used by any one person is not less than salt and· 
indeed it is so widely used that' its taxation is sure to be very keenly felt" 
by the poorer section of the people. The Chamber cannot, therefore, wholly· 
approve of indigenous tobacco being taxed. · · 

Q. 122.-As has been stated above, the Chamber does not favour any 
tax on indigenous tobacco. If, h,owever, it is considered imperative to levy any· 
duty on tobacco, the Chamber· thinks that a very small acreage duty on cultiva-· 
tion will be preferable to tnx in any other form. 

Qs. 123, 1.21. and 125.-The utmost the Chamber can recommend in this· 
matter is the imposition of a small acreage duty without any control or 
restriction on cultivation. A small duty will not cause imy injustice owing to 
unequal fertility of land. 

Q. 126.-Yes, in Bengal the acreage duty could be collected with the· 
assistance of Union Boards at a small cost. · · 

Q. 127.-Yes, it would be practicable to prevent imports from Indian. 
States. · 

Q. 12~~.-Tho Chamber wnsiders it unnecessary to secure the bringing of 
the leaf mto bond. 

Q. _120.-Yes, th~ cultivator should be permitted to grow a fixed maximum 
quantity for domestic purposes. 

Q. l.JO.-Holding the v.iews as _expressed above, the Chamber considers it. 
unnecessary to answer this questiOn. 

Q. 131.-From the Chamber's stand point the question does not arise. 

Q. 132.-If as sugf!:ested by the Cha.mber an acreage duty is levied, a-. 
further duty on manufactured tobacco wlll not be desirable. 
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· .Q. 198.-In cases of high tariffs, special duties are preferable to the ad 
1!aW?"em system. Tobacco, cigars and cigarettes pay high rates of duty and 
specific rates are therefore needed. At the same time it is desirable that 
an element of graduation should be introduced in it, if possible. 

_Q. 19~.-The consumption of cigars and cigarett<l!l has increased. But 
while the·duty on these commodities has increased rapidly, that on the manu­
~ac~ured ~obacco has _not. Manufactured tobacco is now, therefore, imported 
m mcreasmg quantities and cigars and cigarettes are prepared with it. This 
accounts for the increase in the import of this commodity. The decrease in 
the exports of cigars is due, firstly, to increased home consumption, as many 
people are unable to use imported cigars on account of the high duty thereon, 
and secondly to decrease in external demand for the Indian product. If 
local taxation be accompanied with an increased· import ·duty, home consump­
tion will not bo affected, but export will decrease owing to the rise in prices. 
If, however,. there be no increase in the import duty, the home products will 
suffer to the advantage of rmported goods. 

Q. 195.-In the absence of any data before it, Chamber is not in a· posi­
tion to say to what extent Indian-made cigarettes are made of Indian and 
imported tobacco respectively. But it appears that in the better class Indian 
manufactures imported tobacco is ordinarily used. As this imported com· 
modity is already subject to a tax, it will not ·be desirable to impose an 
additional excise duty. It will neither be desirable a heavy import duty on 
it till the quality of Indian tobacco improves. 

Q. 196.-The Chamber is opposed to any restriction being imposed on the 
.sale of tobacco, either wholesale or retail. 

Q. 197.-It is true that in other countries there are taxes on property 
~hanging hands at death. To a smaller e"-tent such duties are paid in this 
country also in the shape of succession certificates and probate of will, etc. 
The Chamber considers that further taxation in the shape of death duty will 
be an unbearable burden as it will practically mean a tax on capital and 
saving. Economists like Ricardo and even Marshall have rejected this form 
of taxation. In the present economic condition of the country anything 
that will retard the accumulation of capital and stop the stimulus to 
saving cannot be said to be desirable in any way as it is only by increased 
1:apital that the vast natural resources of the country can be developed. In 
a country where there is an abundance of capital, a portion may be safely 
taken Qut for the social and economic development of the country as ulti­
mately in such cases, the canital returns to the country in the shape of various 
improvements. Even Sir Josiah Stamp admits that inheritance duties have 
an unfavourable effect on the stimulus to saving and that this form of 
taxation has not special advantage when the ·proceeds cannot be spent for 
productive purposes. 

Qs. 198 to 1~6.-As stated above, the Chamber is strongly opposed to this 
uuty and does not, therefore, think it necessary to answer these questions. 

Q. 1.67.-In India the line of development towards federation is proceed­
ing from an opposite direction to what has been the case in other countries. 
"The question ot federal finance cannot arise in India at present. A substan­
tial improvement will, however, be nffected if the Central Government surren­
ders incr~asing portions of its powers m·er the administration of the 
provincial finance. The Chamber is of opinion that a combination of plans 
3 and 5 (separation of sources of revenue and a system of payments from 
the Central i;o the Local Governments) offers the best possible solution of 
the problem. The nature of development in India requires that the Provincial 
Governments should get contribution from the Central Government and not 
the opposite arrangement which obtained present. 

Q. 148.-The Government of India do not maiuly depend upon customs 
revenue. Besides customs duties in India are not of a high or protectiv& 
nature and cannot fluctuate so widely as to create an embarrassing position. 

Q. 1~9.-Even in agricultural provinces there are inequalities in per­
manently-settled and non-permanently-settled tracts. In the permanently­
~ettled areas ·land· revenue cannot be increased. In se;eral provinces irriga-
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tion on. which la~ge amounts have been SJ?ent out of. the revenues of the 
Central Government and which has effected m large agncultural devefopment 
has now become a provincial subject. The provinces having irrigation schemes 
are therefore in a better position than those which ·have no such schemes. 
Then, there is a great difference be~ween co~ercial .and ag:icultural pro­
vinces also. Jn the former the most Important Item of mcome IS that derived 
from trade which has to pay income-tax and super-tax which are central 
revenues while in the latter the main item of income is from land which is a 
provinci~l item of taxation. . In short, non-permanently-settled provinces 
having irrigation systems have the best possible advantage and the per­
manently-settled provinces that are mainly commercial are the worst sufferer& 
under the present system of division of resources. · 

Q. 150.-Yes, the p;resent inequality can be partially removed by granting, 
to the suffering provinces a portion of income-tax and super-tax and also. 
a portion of export duty levi~l on commodities peculiar to them. 

Q. 151.-In most countries land revenue is a provincial source of revenue. 
In India the provinces have no other. source of stable and large revenue. 
Moreover, the land revenue system is too diverse in the different provinces to­
be placed under the Central Government. Land revenue, therefore, should 
continue to be a provincial source of revenue. 

Q. 152.-Yes, the Chamber generally accepts the reasoning about the 
national character of taxes on exports and imports. 

Q. 153.-When a particular province feels inconvenience in any way for 
~he production of a commodity ·on which an export duty is levied or when 
it suffers from budgetary deficits in consequence of statutory allotment, that. 
province can reasonably claim some relief in the shape of a part of the 
revenue derived from such export duty. · · 

Q. 154.-If it is at all possible to enhance the rates, the enhanced revenue 
should be given to the provinces. Such questions should not always be 
go\•erned from the standpoint of principle alone. The requirements of the 
provinces are also important considerations. Moreover, the underlying prin-
ciple may be the same bnt there are differences in actual practice. · 

Q. 155.-AHhough some difficulty may be felt in deciding a uniform in­
crease of duty on imported tobacco, the Chamber would like. the acreage duty 
on cultivation to be a provincial source of revenue. 

Q. 156.-Yes, on general principle the Chamber accepts the reasoning that. 
income-tax and succession duties should be leYied at uniform rates and 
centrally administered. Yet to meet provincial requirements, a certain per­
centage should, if necessary, be given to the provinces as is done in France. 
It is difficult to lay down any definite principle on which the division of 
proceeds can .be based. · 

Q. 157.-Th., Chamber does n·ot think that similar considerations should. 
be applied to every case, as that will necessarily deplete the resources of th~." 
Provincial Government. 

Qs. 158 and 159.-0n principle ~her~ certainly should not be any encroach­
ment on the central revenue. But m view of the fact that provincial revenues 
are in":la~tic i~ many provinces while there is imperative demand for develop­
ment, It 1s desuable that the Central Government should make certain grants 
to the Provincial Goyerum.ents accordi11_g to their needs. 
. Q. ~60.-'rhu C.hamber does not approve of local bodies levying an addi­

tlOnal mcome-tax m the form of a busmess or profession tax. 
Q. 161.-Yes, a maximum limit upon surcharges on land revenue should 

be imposed by law for the District Boards. 
Q. 16.8.-The principle under which the Central, Provincial and Local 

Goyermnents are not allowed to tax the property or transactions of one another 
should be. foll~we?- as far as P.ossible. ~here, however, it is not practicable to. 
follow th.ls prmc1ple, as for ms~a;nce, m case of land which is taxed both by 
the provmc1al and ~ocal authont1es, the local taxation should not exceed in 
rural areas a certnm percentage of the provincial taxation. In municipal 
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areas however the rates and taxes should be regulated by the necessities of 
the local bodies, but the maximum limit should be fixed by law. 

Q. 163.-The Chamber does not ad..-ocate State monopol~· except in cases 
.of the post offices and telegraphs. E<-en irrigation, which in India is a 
monopoly of the State, can be taken up by private enterprise. The Associa­
tion understands that a small beginning has been made in this direction in 
Western Bengal. In municipal areas, water-supply, gas. drainage and even 
telephone and transport serrice can be undertaken by the municipal autho· 
rities. 

Q. 16.&.-The Chamber is not prepared to support monopolies of services 
like pawn shops, life insurance or of any other senrice. 

Q. 165.-As regards monopolies of articles, the Chamber does not appro\·e 
.of the principle of State monopoly except in the case of explosives. Jn reply 
to a previous question n-garding salt, thP Chamber has supported State mono­
poly but on condition of the State supplying purer stuff at a cheaper cost. The 
Chamber has carefully read the quotation from Bastable in this connection, 

- but he also add~ that "the argument forwarded in favour of such a measure 
is weakened by the great extent of the industry and elaborate appliances 
needed for its J:roper working. That a State Department could with financial 
profit undertake the production or sale of spirits is not likely............ A 
rigid excise system appears to be on the whole better for the industry and 
ihe State. 

Q. 166.-T'~e Chamber is not ready to accept any extension of the s~·stem 
.of State monopoly unless the State can produce a purer stuff at a cheaper 
.cost. . . 

Q. 167.-As to conditions of administration, Bastable writes as follows:­
" Where direct taxation is extensively used, the local authorities or their 

.officials may be engaged for the purpose of collection, but it appears that 
on the whole central management is more effective, though the same person 
may convenient.ly be the agent of both administrations ". 

Q. 168.-Yes, the Chamber considers that the staff is excessive for its present 
duties. If the proposed separation of executive and judicial duties is effected, 
the duties of the staff on the executive side who are the collectors of revenues 
will be further lightened. E¥en with the present specialisation, collection of 
-excise duty :lnd income-tax can be entrusted t.o the executi¥c staff uf the 
di.su-ict. 

Q. 169.-Tbe Chamber has not adequate data before it to reply this 
.question. 

Q. 170 . .,.-Tre Chamber does not think that except what ~t h~s &ug~ested 
in answer to r1uestion No. 168, any other proposal for combmatwn artses. 

Q. 1i1.-The Chamber is not in favour of central control over the adminis­
tration of local taxes. 1ts experience in this respect does not support the 
experience of democratic western countries. 

Written memorandum of the Bengal National Chamber of 
Commerce, Calcutta. 

Qs. 1 and 2.-The data referred to in Annexure .A cannot be consider~d .to 
furnish accurate information about. the wealth of the country and -the statJsttcs 
must be t.o some extent at least unreliable. The method by which these 
informations are collected is by no means equal to the labour im·olved. If 
-the collection of necessary statistics under the heads-

(1) Agriculture, 
(2) Lh·e..-tock, 
(3) Factories, 
( 4) 1Iines and :llinerals, 
(5) Otl;Jer Industrial Concerns, 



is aimed at it will require a large organisation which should secure the willing 
co-operation of the people. In Bengal no means have been adopted to ascer­
tain the value of agricultural produce which is dependent not only upo11 t4e 
caprice of the clouds but also upon various other unforeseen "factors. An<). the 
illiteracy of the agricultural population stand in the way of securing accura~e 
information. All that can be had is information about organised industries 
which have to keep proper accounts. 

Q. a.-Statistics of income-tax and death. duties cannot help us to estima~ 
the national income as incomes from land in permanently-settled areas and 
income-tax-free bonds are left out of calculation. What is more, the aggre­
gate of small incomes below the taxable standard cannot be ascertained. 

Q. #.-Unless the people are sufficiently educated to help the authorities 
in collecting information, the information collected will always be inaccurate 
and consequently unreliable. 

Q. 5.-The taking of a census of production similar to the English census 
provided for by the Census Production Act, 1907, cannot be advocated in 
this country. It has already been stated that in. Bengal agricultural produc­
tion depends on various varying factors and the census of the production of a 
particular year cannot be aceep.ted as reliable for years. 

Q. 6.-The proposed method need not be adopted. Besides the big 
employees of manual and clerical labour, there are private parties employing 
labour and the cumulative effect of such labour cannot be negligible. 

The statistics of prices based on information supplied by t:;ad,ers C\l,:Qnot be 
accurate as such information will not touch the large volume of private sale 
and purchase which should be neglected, 

Q. 7.-Inaccurate estimates should not be accepted as basis of taxation, 

Q. 8.-It is not possible to go through the books and reports which have 
been referred to in Annexure C. Moreover some of them are of a somewhat 
academic interest and in view of what has been said above these books and 
reports cannot help us to come to conclusions which can be relied upon in 
the matter of taxation. 

Q. 9.-'rhe social and religious conditions of the people of this .country 
militate against any successful attempt to divide them into classes in 
conformity with western ideas. 

Q. 10.-The land revenue of Bengal apart from fixed collections and collec­
tions from Government estates includes a sum of Rs. 7 lakhs under items 
which do not fall within the definition of a tax. . 

Q. 18.-It must be held that in a commercial or semi-commercial under­
taking undertaken by Government endeavour should be to secure a commercial 
return, A monopoly profit appears to have an element of taxati<Jn, 

Q, 1#.-Yes. 
(a) The terminal tax on railways. 
(b) The items refe:red to ~ave elements of taxation as they come under 

monopol~ profit. Profit ~n. c01l!age and exchange is not only a tax. but is 
also. an. mstrm;nent for givmg Impetus to foreign trade at· the expense of 
Indian mdustnes and commerce. 

q. !5---:-Th~ Committee are not aware if the charge for the water supplied 
for Irngatwn IS adequate but they are of OJ?inion that this particular depart­
ment should not be run on pu~·ely commercml lines. The works of irrigation 
must be _classed ~nder productive wo1·ks and are to be as means of preventing 
devastatmg fammes. · 

Q. 16.-It is not fair for the State to have a portion of the increase in 
value of land newly brought under irrigation or guaranteed a supply of 
water. 'l'he owner of the land has to pay for water used for cultivation 
That the agriculturists of India are too poor even to pay for manures etc ·~ 
admitted. lf thoy are compelled to pay a lump sum they will fall 'an ~~8

1 

prey t<? th? exact1?g money-~end?r. Any increase in land tax, betterment 0~ 
otherw1~o I~ out of the quc~twn m permanently-settled areas. 

8 
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Q. 17.-The tenancy laws entitle the landlord to an enhancement of rent 
for improvements effected by him at his own cost. But the powers given to 
the court are discretionary. 

Q.· 18.-Dues levied under the Indian Ports Act ·cannot be called taxes 
imposed on the consumers so long as they cover the working expenses and 
leave a reasonable profit to pay interest to debenture holders. To consider 
the capacity of the tax-payer the taxes imposed to meet the needs of particular 
localities should be fully taken into consideration. 

Q. 20.-No distinction should be made between the two. 

Q. 21.-No tax direct or indirect can be regarded as purely voluntary. 
Indirect tax on every commodity should be taken into consideration when 
estimating the burden upon the tax pa.yer. 

Q. 29.-It is not possible to a.gree· with the sta.tement "Immoderate 
smokers and drinkers contribute heavily to taxation. The consumption is 
luxury and it is optional and this taxa.tion raises revenue but imposes no 
economic burden." Country-made tobacco cannot be placed in the category 
of intoxicating drugs. In India tobacco is extensively, nay almost universally, 
used. · It is not harmful like wine. It would, therefore, be a hardship to tax 
country-made tobacco. · 

Q. 24.-(a) Tax on entertainments may be included in the list of voluntary 
taxation and will not cause hardship to the general public. 

(b) Railway fares are already high and should not be added to by a tax 
on railway tickets. · 

Q. 25.-It is impossible "to draw a line of demarcation between people who 
take intoxicants and those ·who do not. Some religions, it is true, enjoin 
that intoxicants should be eschewed .. The tenets of the Muhammadan religion, 
for instance, lay down that it is a sin to indulge in drink but it is not a 
fact that every Muhammadan observes this injunction. In estimating the 
burden of taxation the excise duty should not be left out of calculation. 

Q. 26.-The Committee of the Chamber favour indirect taxation and urge 
that. tax on their necessaries of life should be as light as possible. 

Q. 27.-It is not possible for a member of community to escape indirect 
~axation. 

Q. 28.-The Committee are of opinion that taxation is a proper accom-
paniment of representation. · 

Q. 29.-For sometime to come, at least, taxation must remain the basis 
of representation as the time is not ripe for the introduction of manhood 
suffrage. Till that is done, direct taxation cannot be avoided. 

Q. 90.-The Committee are of opinion that a poll tax should on no account 
be imposed. It will be a great hardship on the people as the average income 
of the head of the family is small and he has to maintain a large number of 
dependants. 

Q: 91.-In Bengal the chowkidari tax cannot be included in the category 
of capitation tax. A professional tax in addition to license would be unjust 
and cause great hardship. 

Q. 92.-A professional tax on the lowest classes cannot but be considered 
more objectionable than the salt tax, the customs or excise duty on cotton, 
kerosene oil or matches and the octroi .. 
· Q. 93.-The income and super-taxes are already considered intolerable. 
They should be reduced rather than increased. 

Q. 94.-The present scheme of graduation is far from satisfactory and 
requires to be lowered. It would be ridiculous to compare India with England. 
The social systems between the two countries are different. In India every 
earning member of a family or the head of a rich family has to maintain a 
large number of impecunious relatives, observe religious ceremonies, and 
defray the expenses of the worship of household deities. Hence it is impossible 
for him to pay at the rate which in the case of an English gentleman may be 
considered reasonable. 
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Q. 95.-No. 
Q. 96.-No. 
Q. 97.-The sooner it is abolished the better for the people. 
Q. 38.~No. 
Q. 39.-No. The estimated gain of 16 to 20 crores o~ rup':e~ from tax':s 

on agricultural income seems to be e~agg!3rated. Any I.n~;posttton on agri­
cultural income in Bengal would be a vwlatwn, of the conditiOns of permanent 
settlement. 

Q. 40.-It is n':i~her l?rudent nor practicable to compare _Indian conditions 
with· those prevat!mg m Europe. From Annexure E It ~ppears that a 
married Englishman is· exempt from payment of tax up to the mcome of £500 
a year whereas an Indian has to pay an income-tax fr?m £135 a year. If 
incomes up to Rs. 2,400 a year are exemptl)d· from taxatiOn the arrangement 
would be considered fair. 

Q. 42.-It will not '!>e possible to standardise the form of account in this 
country. Any attempt at a standardisation will seriously interfere with the 
existing methods followed by different communities in India. 

Q. 43.-Joint stock companies and public bodies may not object to their 
accounts being known to the public but private persons cannot but feel chary 
to divulge the secret. The appointing of non-official assessors and- commis­
sioners cannot be supported as they are likely to be looked upon- as spies. 

Q. ,U.-At the present moment it may not be considered prudent to 
discourage the issue of tax-free securities. Such securities are of recent growth 
_in India. The Government were constrained to adopt the course on account 
of war time conditions. When, however, Government would be able to raise 
money without issuing tax-free bonds their issue should be discouraged. · 

Q. 45.-A special stamp duty on coupons should not "be insisted upon as 
it would be a hardship on poor holders of shares whose annual· income falls 
below Rs. 2,400. In this case they will have to pay the price of stamp. If 
refund be allowed, delay and harassment due to redtapism will make small 
mvestors shy. 

Q. 46.-The system of double taxation. cannot be supported. 

Q. 47.-The existing arrangement has practically been working smoothly. 

Q. 48.-The underlying principle of indirect taxation in the first quota-
tion will find favour with the people. But the means suggested later will only 
meet to trouble in the long run. 

Q. 50.-Progressive principle cannot be applied to indirect taxation. 
Q. 51.-The statement of a general policy in respect of the taxation of salt 

extracted from a recent American publication cannot be accepted. Here in 
India the tax on salt makes it impossible for the poor man to use as much 
salt for domestic purposes as is necessary for his health nor can he use suffi­
cient quantities of it for his cattle and for agricultural purposes. 

CJ. 52.-Any substitution of salt cannot be suggested. The duty on salt 
is an oppressive duty and if it is necessary to make the general tax-payer 
realise his duty towards the State the duty should be nominal. 

Q. 53.-0onsidering the average income per head in India the rate of 
tax at present imposed in the country cannot be regarded as low. It should 
be decreased rather than increased. 

Q. 54.-The present system may be continued. 
. Q. 56.-An import duty may be levied to give an impetus to the produc­

twns of salt _and the proceeds may be paid to the provinces as they suffer. 
Q. 58.-8ale by weight would be more convenient. 
Q .• 5~.-If uniformity of price is aimed at, Government may o_pen depots 

at prmmpal centres. · · · 
, Q. 60.-The illiterate cultivators of India are not likely to take advan-
tage of the proposed system. Hence it_ need not be introdu~. 

T 
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Q. 61.-Total prohibition ehould theoretically be our goal. Drink evil has 
come in recently and it may be stopped. Opium, siddhi and other indigenous 
drugs have been in use for a very long time and should be extirpated gradually. 
The use of these drugs like wine can only be supported when prescribed by 
physicians. 

Q. 62.-The proposal of Dr. Mathai reveals his colossal ignorance of t.he 
land revenue systetns of India in general and of Bengal in particular. 'The 
question, however, does not arise at least for years to come. 

Q. 63.-The statements quoted are. accepted save and except a tax on 
country-made tobacco. 
. Q. 6~.-Excise duty on intoxicants may be raised to such an extent as 

would help prohibition. 
Q. 68.-The imposition of slip.Plementary duties on foreign liquors· by 

Local Governments will find favour with the people. 
Q. 70.-The tax on trees may be imposed. , 
Q. 78.--,The duty should vary according to the utility of the commodity to 

India and some articles such as books, scientific instruments, etc., may be 
exempted altogether. 

Q. 88.-Ad valorem duties would be considered m_ore convenient. 

Q. 87.-T~e Committee of the Chamber are not in favour of substituting 
any of the taxes mentioned for any tax levied at present. 

Q. 88.-The stamp duty is already too high having recently been raised by 
the legislature. It does not admit of further enhancement. 

Q. 89.-It is the primary duty of the State to administer justice and iri 
doing so the State should only realise the amount required for the cost of 
the courts including pension for officers and capitat cost for buildings. 

Q. 91.-No remedy for the evasion of duty on transfer of shares can be 
suggested. 

Q. 93.--Registration means the preservation of public records of privati) 
transactioris. Hence it ·would' be i!lst and proper if fees levied be sufficient 
to pay for ·the cost of staff including pensions, capital cost of buildings, (•i<J. 
In any case the existing rate should not be increased; 

Q. 95.-The entertainment tax can be supported" as it is not a tax on the 
·necessaries of life and it would not be proper to abolish it by increasing any of 
the other taxes. 

Q. 96.-A tax is an impost by the State whereas, rent is that which is paid 
by the tenant for the occupation and the use of the land. From a purely 
economic point of view land revenue must be considered to be a tax. 

Q. 99.-The Committee are not aware of any temporary settlements in 
Bengal based on prices for different periods. 

Q. 100.-Agricultural income should not be taxed. Owing to town life 
being more costly, annual incomes in :towns below Rs. 2,400 should not be 
taxed. It is' not possible to ascertain agricultural income unless and untH our 
peasants are properly educated. At present they do not know how to keep 
accounts. 

Q. 101.-The suggested tax on mutation will increase the burden on the 
poor. Any attempt to check fractionation by a legislation, however desirable, 
will interfere with private ownership. 

Q. 102.-The principle enunciated eannot be applicable to the case of wru;te 
land newly brought under irrigation scheme. 

Q. 10/J.-If the system· prevalent in Bengal be extended to' other parts of 
India the result will be satisfactory. 

Q. 10~.-No fresh tax should be imposed ·on mines or mineral trade as 
that will retard the growth of industries. 

Q. 106.-Ability to pay should be the main criterion for levying taxes 
uecessary for national and beneficial services. 



Q. 107.-The existing provision is considered s~tisfact.ory .. ~h~ octr?i duty 
certainly causes hardship but its abolition will _result m dimimshed mcome 
and it will be difficult. to make up the loss thus mcurred. . 

Q. 110.~Absence of any otheF suitable means for raising revenue probably 
compels local authorities to maintain the octroi duty. · 

Q. 112.-The house and land tax as also the land cess. should b~ reali~ed 
separately from the owner and the occupier.. If it is not done, various diffi­
culties may arise as to liability to pay and the incidence. 

Q. 113.-In India taxation is already heavy and should not be further 
increased. 

Q. 115.-The existing condition of land, whether developed or undeveloped, 
should be the basis of rating in municipal ~reas. 

Q. 117.-Grants should be earmarked and the basis of grant should be 
the urgency and importance of the work to be .undertaken. 

Q. 118.-The Government should look to the efficiency and management. In 
India stimulus certainly exists in the case of such important ser.vices as educa,. 
tion, sanitation and road maintenances. . 

Q. 119.--The imposition of fresh taxes on business profiii, capital stock of 
corporations, employers of labour, hotels, mines and transactions in capital 
and exchange cannot be supported. 

Q. 120.~(1) The imposition of an universal income-tax embracing every 
income and varying 'Yith the size of the family cannot be recommended. It 
is preval<,mt in no country and it would cause great hardship. 

(2) Opinion on ·taxing agricultural income ·has been expressed in replies 
to previous questions, specially questions Nos. 39 and 100. 

'!'here is already the duty on proba'te and letters of administration. The 
imposition of death duties would be unjust. 

Among the Hindus it is not necessary to register marriage. 
(4) Import duties on motor cars, patent medicines, etc., being already 

high should not be raised. · 
(6) The idea of levying.a tax on inhabited· house and dowry is as imprac­

ticable as that of abolishing land I'evenue. 
Q. 121.-The suggestion that country-made tobacco should lie taxed cannot 

be entertained. It is almost a necessity to the poor people and is not o~ 
harmful as other intoxicants. · 

Q. 122.-(a) As tobacco is produced verv extensively and often for 
domE:Stic consumption, it will be very diffic~lt to estimate the acreage 
accurately. · 

(b) It should be left to private enterprise as at pi·esent. 
Q. 123.-No. 
Q. 124.-As taxation on tobacco and monopoly is not advocated control iil 

not considered necessary. ' 
Q. 126.-No. 
Q. 127.-It would be difficult to prevent smuggling effectively. 
Q. 132.-The proposal of imposing an excise on local manufacture cannot 

be supported. . 
Q. 133.--If a tax on tobacco be imposed, it should be ad valorem. 
Q. 1.14.-If.the.import duty on cigar be enhanced, it will effect export, the 

extent dependmg Oii the amount of dutv. 
Q. 135.-An excise dut~ will certainl; handicap a growing Indian industry .. 
Q. 137.-Already a high tax on property changing hands at death · 

collected. by probate an.d lette~s ·of administration. The English system ca~~ 
not be. Imposed here m India,. The average longivity of an Englishman 
makes mtervals between successiOn long but the case is otherwise in I d · 
If a death duty is imposed in India it will swallow up the whole pro n It' 
in h';'l~ a century. Deat~ in a Hind~ family imposes a socio-religiou/~~{y 
r<~qmrmg heavy expenditure. Marriage. of Hindu girls being obligatory 
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imposes heavy expenditure. In a Hindu family guided by Mitakshara law 
the right of a son to the property accrues on his birth. 'l'he Muhammadan 
law enjoins a great dismemberment of the family property. All these ~hould 
be taken into consideration when the question of the imposition of a death 
duty is proposed. 

Q. 1.&0.-No. 
Q. 1.&1.-This will not be appropriate. 
Q. 1.&3.-The opinion expressed by Sir James Stephen is .very sound and 

a death dnty should not be imposed. 
Q. 1.&7.-The combination cannot be considered a suitable basis. Under the 

existing constitution of India item No. 1 seems to be the best but this should 
not affect the income-tax and the succession duties reserved for Imperial 
purposes. The imposition of uniformity on the analogy of European condi. 
tions should not be insisted upon. India is more a continent than a country 
and conditions in different parts are so different that it cannot be considered 
prudent or praeticable to insist upon an uniformity. 

Q. 1.&8.-Yes. 
Q. 1.&9.-The present division which proceeds entirely upon the basis of 

separation t>f sources cannot be considered equitable as between provinces 
that are maiuly commercial and mainly agricultural respectively. 

Q. 150.-The adoption of combination of methods is likely to hamper pro-
gress towards provincial autonomy. 

Q. 151.-Yes. 
Q. 15S.-Yes: . 
Q. 155.-The imposition of a duty on country-made tobacco cannot be 

supported. 
Q. 156.-Income-tax and succP.ssion duties should be reserved for Imperial 

purposes. 
Q. 157.-'-These considerationS do not apply to duties on transactions levied 

through stamp duties as conditions differ in different provinces. 
Q. 161.-The prevailing system is considered satisfaetory as the income 

from the Road and Public 'Vorks Cesses ha.q been increased.· The a.qsurance 
given by the Duke of Argyle as Secretary of State for India in his Despatch 
on the Road Cess should be strictly adhered to. 

Q. 162.-The existing system should continue. 
Q. 168.-~fo. 
Q. 16.&.-No. 
Q. 165.-In India monopolies are not non-existant. Their further exten­

sion should not be encouraged. 
Q. 166.-No. 
Q. 167.-Yes. 

Written memorandum of the Secretary, Indian Lac Association 
. for Research, Calcutta. 

I am directed by the Committee to refer to the note submitted to you by 
the Dinl<ltor of Industries, Bihar and ·Orissa, advocating an export tax on 
Iae, and to inform you that it is their considered opinion that such a tax 
would in all probability prove highly detrimental to the lac industry. 

Tb13 Indian Lac Association for Berearch was brought into existence at 
the suggestion of the Co~erce Dep~ent of the. Government o~ India, with 
the object -of promoting rmprovement m the breedmg of lac a~d Jt.q manufac. 
ture through scientific research or by such other means as m1ght be deemed 
desirable. The high prices which prevailed during the war and the years 
immediately. following, directly encouraged -the production and us_e of. s'!b­
stitutes for the natural articls. With :the example .of the Indian mdigo 
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industry before the trade, it was felt that steps should be taken to endeavour 
to counteract the headway these substitutes were making. 

Although the price of shellac has fallen very considerably, it is sti.ll much 
higher than it was in pre-war days, and, unf01tunately, the product10n and 
use of substitutes are still on the mcrease. In these Circumstances,, my Com­
mittee feel that it would be a suicidal policy to impose an export tax on lac, 
and they accordingly direct me to register t.his formal protest ~gainst the 
proposal sub~itted by th~ Director. of Industries, ~ihar and Orissa, or to 
any proposal for the taxat10n of lac m any shape or form, other than the cess 
already in force. 

Written me~orandum of the European Association, 
Central Administration, Calcutta. 

The Council of. the European Association welcomes the step taken by the 
Government of India to investigate the whole system of taxation in India. It 
bus examined the question in conjunction with the branches of the Association 
throughout India, and regrets the belated submission of this memorl!dum, 
which has been caused by delay in cpllating the various views. 

2. Without wishing to emphasise .unduly a communal point of view, the 
Council is of the opinion that the existing incidence of taxation falls dispro­
portionately on Europeans on account of the greater ease with which taxation 
can be collected from a community in whom a sense of civic duty exists and 
whose commercial organisations are modern. If taxation is to be propor­
tionately distributed amongst the peoples of India, it is essential that steps 
be taken to bring all communities into line in this respect. It is universally 
recognised that Indian business methods admit of considerable evasion of 
legitimate taxation and the Council strongly emphasises the necessity of action 
which will ensure to Government the payment of its full dues. 

3. Recognising the particular difficulties that exist in India, the Council 
considers that indirect taxation is the only practicable method of distributing 
the burden proportionately amongst the masses. Such taxation is normally 
imposed by means of import and excise duties. The Council feels that the 
existing duties have grown up in a haphazard manner without due considera­
tion of their incidence and recommends a thor(lugh revision of all import and 
excise duties. 

4. With reference to income-tax, the Council considers that it is impossible 
to discriminate between communities with regard to the subsistence minimum, 
but at the same time it feels that Europeans in India on salaries not exceed­
ing Rs. 6,000 per annum .are in no better position, owing to ·the higher cost 
of living and the standards of living enforced on them in India than persons 
who in England would be, if not exempt, subject to substantial rebate from 
income-tax. Various proposals from the raising of the subsistence minimum 
for Europeans to Rs. 3,000 per annum to a grant of a rebate for wives and 
chi.ldren !;ave bee!l put. fo~-w~rd,. but the Council in view of the impractica­
lnhty of mtroducmg discnmmutiOn between classes or communities strongly 
recommends that income-tax on all incomes of Rs. 6,000 per annum and under 
be reduced. 

There is no doubt that individuals maintaining an European standard 
of l~ving are frequently wor~e off. than those o~ similar salaries maintaining 
In.dum st~ndards, .and t?e Council lay13; .::mphasis_ o~ the necessity for taking 
tlus fact mto cons1derat10n when exammmg the Incidence of taxation on the 
Ji~uropean. 

5. 'l'he Council has previously referred in paragraph 3 to the. question of 
import dntins in general, it now desires to put forward its views on particular 
duties. l\[odern conditions demand a reconsideration of the definition of 
luxuries. Tn particular the moderately priced motor car, formerly an un" 
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doubted luxury, now in many cases constitutes a necessity and as such the 
existing duty is excessive. In recommending a considerable reduction in tho 
import duty on cars and motor accessories the Council feels that not only will 
relief be given but that communications and mechanical transport will be 
developed. The freer use of motor cars will benefit the country and through 
the revenue accruing from the increased use of petrol the reduction here pro­
posed would not in its opinion. result in any decrease of revenue. 

The Council is of opinion that a mistake has been mad!! in the imposition 
of high import duties on tinned foodstuffs and articles of clothing. The 
former in the mofussil are often necessities, especially sucl1 items as milk, 
butter, tinned meats, and fish. With reference to clothing, whilst this forms 
a practical method of distributing taxation amongst all, the duty on neces­
sary articles should be fixed at a minimum. 

6. The Council is generally in favour of some form of taxation which 
shall be borne by each individual. It believes that such a tax has a defi­
nitely educative value. The salt tax is such a tax and they are in favour of 
its retention. It is cheaply and easily collected, and despite political senti­
ment against it imposes no real hardship on the people. 'l'o the Council this 
particular. tax appears to offer room for expansion, and much urgent work 
in the provinces of a medical, sanitary or educational nature might be financed 
through a small increase in the present .tax. 

7. The Council has previously emphasised the necessity of checking the 
present widespread evasion of taxation, particularly amongst small traders 
and money-lenders, and put forward the following suggestions for the con­
sideration of your Committee:-

(a) Petty traders and professional men might be compelled to take out 
licenses, these being graduated proportionately, the license fee 
being refunded where income-tax is paid. 

(b) Legislation should be introduced to control the activities of money­
lenders, registration of whom would provide a considerable 
source of revenue. Such legislation would certainly react to the 
economic benefit of the country. 

(c) The severe punishment ·of persons found wilfully evading their 
responsibilities regarding taxation. · 

8. The Council is in favour of the taxation of alcohol and tobacco, articles 
which undoubtedly fall within the category of luxuries. It does not consider 
that prohibition is a practical policy for India and therefore does not anti­
cipate its introduction. Apart altogether from the loss of revenue that would 
accrue, a policy of prohibition must be costly in execution and would prove 
ineffective from the temperance point of view, owing to the ease with which 
individuals could evade the law and distil their own alcohol. With reference 
to tobacco, whilst some discrimination might be made between the home­
grown ·and the imported article, there is not at present any excise duty on 
home-grown tobacco. It considers an excise duty might be imposed on 
cigarettes and tobacco manufactured in India. 

ll. The Council has made recommendations in certain directions for reduc­
tion in taxation. On the other hand, it has pressed for a more efficient collec­
tion of such taxes as are already imposed and has made suggestions for the 
inclusion of individuals who do not at present appear to pay their due 
proportion. Should its recommendations materialise, the Council feels the 
increased revenue will not only cover the cost of any minor recommendationA 
it may have made but should provide a surplns. 

10. Finally, the Council is of opinion that it ~ not possible in India at 
present to provide for representation on basis of taxation-the masSes in 
India are still illiterate and though it is necessary that they should pay 
towards the maintenance of the State by indirect means, they are not yet 
in a position to use electoral powers with discrimination. 
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Written. memorandum of the East Bengal~Landholders' Association, 
D~cca. 

The Committee of the Association cannot very well determine the province 
of public finance which the Indian Taxation Committee_ propose to 
traverse in the course of their enquriy. But from the papers m our posses­
sion we gather that the object of the e~quiry is rather ~o discover by .w~at 
means the entire public revenue denved from Impenal and Provmmal 
sources could be so utilised and distributed as fairly and equitably to feed 
all departments in the administrative machinery tha~ to ~xplore new and 
possible avenues for fresh taxation. But as the queshonnaire has adverted 
to some matters which give rise to suggestion by implication for fresh sources 
of taxation our Committee desire to make the following observations on 
two of the~ particularly, namely, (1) universal death duty and (2) imposition 
of an incomectax on Agricultural income, both of which are calculated 
materially to affect the vested interests of the landholding community. 

Universal death duty.-It is a great misfortune that the Local Gov.ern: 
ments, politicians and economists, unconsciously impelled by socialistic 
motives to afford the State a share in private gains, have advanced proposals 
for universal introduction of. death duties on inheritance. What a man 
accumulates as his wealth, he does so either through industry or by thrift ·or 
prudence. To impose a t.ax on such accumulation is nothing short of putting 
a premium on individual virtues-and a more of punishing private wealth. 
A death duty is, therefore, an imposition on the recipient of inheritance 
and not on current income, The tax is calculated either to depress capital 
or to prevent accumulation. Such a duty would not. only be irregular but 
also spasmodic and chance return. It will be extremely unwise and improper 
to make the imposition in face of the fact that the real estate has already 
paid. more than its just share in the shape of such minor imports as rates 
and cesses. Besides, the capitalised value of the estate is sure to diminish 
with the introduction of such measure. "Under the High Death Duties," 
says Andrew Mellon,* "ownership in land has. ceased to have value and 
large estates can now be purchased for less than the cost of the improve­
ments. In other words, the land itself is rendered valueless by the death 
duties and no longer produces revenue." . · 

The next thing that should be remembered in this connection is that on 
the. death of a p.erson everything rela.ti~g. to. his proper~y gets locked up, 
a" tt were, pendmg probate or adnnmstrat10n proccedmgs. There often 
then arises a dearth of liquid cash and great difficulty is experienced in the 
matter of procuring· funds for payments of court-fees and the like. It is 
not unoften that to evade just payment of probate duties, undervaluation of 
the assets is resort.ed ~o an? ordinarily concealment of some even takes place. 
To escape the duttes mgemous attempts helped by expert legal advice would 
be made to practi.se deception. It is no idle conjecture if the unpopularity 
of the 1~easure. IS ~ollowed by st.eps to dispose of properties timely by 
transfer tn~er vtvos. m order to c~rcumvent law and avoid death duty as 
far as possib_le. Tt IS 110 e:-aggeratwn to say that any attempt to tax acrn­
mulated. capital or. devolutwn of property universally is bound to be looked 
Ul?Oil w1th great disfavour and the measure, if actually carried into effect, 
will evoke unprecedented popular outburst and alienate public sympathy 
from Government. 

Income-tax ?11 agricult~ml incomes.--It is greatly to be deplored that 
some of our ~nd1an economists (e:Y·! Sh.ah, Khambata and Ayyangar) in their 
extre~e anxiety to seek cheap d!stmct10n have suggested agricultural profits 
as a ~1kely source f~r augmentatiOn of. the public revenue. Besides, the bare 
mentiOn of the subJect and probable mcome that is to be derived from such 

* Taxation: The People's Business: by Andrew W. Mellon: Macmillan: 
New. York, 1924. 
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taxation they have not said anything in justification of the proposed .im­
position. They would certainly have thought thrice before they put forward 
such an unwise and inexpedient suggestion, if h<'sides being concerned with 
mere theory and statistics, they had made themselves acquainted on the one 
hand with all the circumstances that attended the introduction of tho 
permanent settlement of land revenue in Bengal and on the other studied 
aright the conditions of agriculture throughout tho country. It is needless 
to emphasize that the proposed tax will vitally affect the landowning and 
agricultural interests in our province particularly. It will also he an en­
croachment on the legitimate rights of zamindars and also of tenure­
holders who have under the solemn covenant of the permanent settlement 
been wholly exempted from all additional demands on their lands by the 
State for all time to come. By the terms of that settlement the revenuo 
payible ·by them has been irrevocably fixed. 'fhe zamindars have been 
declared the actual proprietors of the soil. Any attempt, therefore, on the 
part of the State to impose a fresh levy now upon them will be construed 
as a breach of the S()lemn pledge which induced the zamindars and tenure­
holders to invest t.heir money in land on payment in nine•y per cent. of tho 
cases of its full market value. It is evident also that the framers of the 
Regulation which introduced the permanent settlement made it ·abundantly 
clear in the terms thereof that the State did not reserve to itself any right to 
increase the assessment or impose fresh taxes even in times of great emer­
gency. 

It is refreshing to find that two other Indian .economists (Wadia and 
Joshi: Wealth of India: Macmillan: London: 1925) have opposed all 
proposals for taxation of agricultural incomes. · 

From time immemorial Government have "claimed a portion of profit of 
the soil. Land Revenue is a tax which is paid to satisfy such a demand 
on the part of the State. Such land revenue is itself a thing, peT ·se, a tax 
on agricultural income. We have already accepted the principle by which 
all incomes in trade or business below Rs. 2,000 have been exempted from 
the operation of income-tax. Now if land revenue iR also a tax, which it is 
by reason of its incidents, it should as well be exempt from income-tax up 
to· a certain limit. ·The reason for such exemption of agricultural income 
is all the more strong when we bear in mind that agriculture is the mainstay 
and principal occupation of ninety per cent. of the population and there 
is an imperative need for the accumulation of capital for agricultural 
developments. Besides, there is 110 gainsaying the fact that· agriculture is 
not in a prosperous condition. The productive power of the land is also 
daily diminishing. To add to tl1is, there is the alternate visitation of drought 
and flood .. The insufficiency in the yield and the alternative natural dis­
asters keep the agriculturist in a state of perpetual indciJtedness. What 
with depreciation. of the productive power of the soil, what ·with cxaetions 
and what with natural causes, the average income of the agriculturist is 
far below the average as compared ·to that of other countries in the world. 
Such being the P!'tent facts it woul~ be unwise and unjust to levy a univer"al 
tax on agricultural incomes. But if in face of strenuous opposition from 
the landholders, Government insist on the introduction of a Universal Death 
Duty and the imposition of an income-tax on agricultural incomes, they 
will find themselves faced with a situation of a serious magnitude which 
will purely be their creation, and which it will he difficult to deal with. In 
short, by· pursuing such a suicidal policy, Government will lose the sympathy 
of the zamindars who have stood by them through sunshine and through 
storm and who have hitherto been their main supporters. 
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