
P. S. King & Son, Ltd., 
Publishers. 

E.tabllohed In .8'9 
PARLIAMENT STREET. 

Orchard House, 
- Westminster, S.W.1. 

23rd September, 1929. 

-. 

~VIEW.~ 

Messrs. P. S. KING & SON have 
pleasure ~n sending herewith, for review, 
a copy of a new publication which they 
are issuing to-da.y. 

They would be gla.d to receive a copy or 
a note of the date of your issue contain
ing any notice that may be inserted. 

Price 12/6d. 



SERVANTS OF INDIA SOCIETY'S LIBRARY, 
POONA 4 ' 

, CI. No. Date of release for loan 

Ac. No. &1!f3 
This book should be returned OD or before the date 

last mentioned below. 

An ofJe,.due charge 0/5 na:ve Paise will be levied 
/0,. each fitS;, Ihe book is kept be:vond this date. 

28 NOV 1912 

12 FEB 19f3 

. 0 ;~OV '9~7· 
11 0 ltOV ~9fJ1 

A,B. P. p.] 



STUDIES IN ECONOMICS AND POLITICAL SCIENCE 
No. 102 in the series of Monographs b}t writers co1lnected with the London 

School of Economics and Political Science 

THE EVOLUTION OF THE 
INDIAN INCOME TAX 



~ 

THE 
EVOLUTION 'OF THE 
INDIAN INCOME TAX 

BY 

J. P. NIYOGI, M.A., B.L. 
University Lecturer in the Departments of 

Economics and Commerce. Calcutta 

LONDON 

P. S. KING & SON, LTD. 
ORCHARD HOUSE, 14 GREAT SMITH STREET, 

WESTMINSTER 



Thesis approved /or the Degree 0/ Doctor 0/ Philosophy in the 
University 0/ LOMml 



CONTENTS 
CHAP. PAGE 

I INTRODUCTORY I 

II THE SEPOY MUTINY AND INDIAN FINANCE 6 
• 

III WILSON'S INCOME TAX, 1860-5 15 

IV THE LICENCE TAX OF 1867, AND THE CERTIFlGATE 
TAX OF 1868 44 

V INCOME TAX, t:869-71 58 

VI FAMINE TAXES 78 

VII FAMINE TAXES (continued) 95 

VIII THE INCOME TAX OF 1886 112 

IX MODERN INCOME TAX, 1914-22 .132 

• X THE INCOME TAX ACT, 1918, A!j'D THE Ef'CESS PROFITS 
DUTY Ac::i! 1919 . 151 

XI INCOME TAX LEGISLATION OF 1922-THE CONCEPT OF 
TAXABLE INCOME 177 

XII ALLOWANCES AND DEDUCTIONS 210 

XIII THE ASSESSMENT AND COLLECTION OF THE TAX 233 

XIV TAXATIOJl OF AGRICULTURAL INCOMES 261 

XV DOUBLE TAXATION 280 

XVI THE ADMINISTRATIVE MACHINERY 292 

XVII CoNCLUSION 307 

APPENDICES 310 

BmLIOGRAPHY 318 

INDEX • 321 
, 

v 



PREFACE 
THE object of the present volume is to trace the 
history of income tax in India from I860 onwards, 
to study the existing system and to offer some 

~riticisms derived from a comparative study of 
British and Indian income tax laws. So far as 
the present writer is aware, no comprehensive and 
critical account of the Indian income tax has pre
viously been written. The reasons for this lack of 
interest in the subject are not far to seek. Income 
tax, until very recent times, has had an uneventful 
career. No acute political controversies, such as 
marked the vicissitudes of the customs revenue in 
India in the 'seventies and the 'eighties of the last 
century, nor such subtle theoretical discussions as 
have attended the chequered career of the Indian 
land revenue, have disturbed the even tenor of its 
life. Then, again, until the .outbreak of the last· 
European War, income tax occupied an unimportant 
place in Indian budgets. 

The changes brought about by the war have now 
given this source of revenue a much more important 
position in the Indian fiscal system. It is, therefore, 
fitting that the tax should be subj.ected to a critical 
examination. We need to study the considerations 
which from time to time impelled the Government 
of India to effect changes either in the scope of 
the tax or in the methods and machinery of its 
assessment. We need also to explore the possibilities 
of removing inequalities and of increasing the yield 
of the tax in the future, without inflicting injustice 
or hardship on the tax-~~yers. 
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CONCLUSION 

to alienate public opinion than the belief that the income 
tax is unequal in its incidence and that it operates as a tax 
on honesty. It is suggested in the course of this study 
that, by suitable modifications in the existing law and 
practice the yield of the tax could be increased without 

I imposing hardship on the honest tax-payers. At the same . 
time stress is laid on the fact that while legal and adminis
trative rules are useful in their own way for preventing 
leakage of revenue, they become more effective if they are 

,backed by a healthy and powerful public opinion. The 
co-owration of all right-thinking citizens is, therefore, needed 
in the difficult task that lies before the revenue authorities. 



APPENDIX A 

STATEMENT SHOWING THE NUMBER OF PERSONS 
ASSESSED AND AMOUNTS REALIZED UNDER ACT 
XXXII, 1860, EXCLUSIVE OF. DEDUCTIONS FROM 
THE 'SALARIES OF GOVERNMENT SERVANTS 
(Vide APPENDIX 20, SELECT COMMITTEE ON EAST 
INDIAN AFFAIRS, 1872) 

1860-1. I86I~. I 1862-3. 

No. Ra. No. Ra. No. Ra. 

Bengal • 276,482 6,374,741 278,482 5,791,963 72,544 4,565,267 
Madras . 98,461 1,252,827 139,529 1,672,486 85,029 1,352,666 
Bombay 212,262 3,196,237 218,968 3,410,290 43,341 3,292,066 
N.W.P •. 183,577 3,269,950 200,493 3,243,514- 41,055 2,271,263 
The Punjab (bl 401,9Il (el76,034 703,741 (e) 53,453 434,364-
Oudh Cd) 26,735 280,298 44,238 346,433 3,963 395,285 
Brit. Burma Cel 19,391 234,758 33,102 234,964 3,355 131,512 
C.P. en 25,606 228,003 en 26,192 337,680 5,660 265,305 

842,514 15,238,725 1,017,038 15,741,071 308,400 12,707,728 

-
(b), (e), (d), (e), (f).-See Notes on opposite page. 
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APPENDICES 3Ir 

APPENDIX· A-continued. 

1863 .... 1864-5. TotaL 

No. Bs. No. Bs. No. Rs. 

Bengal • 69,140 3,249;514 64,210 3,033,201 760,858 23,014,686 
Madras • 39,606 1 897,288 37,552 861,496 400,177 6,036,763. 
Bombay 45,288 2,788,451 47,400 3,235,810 567,259 15,922,854 
N.W.lJ •• 39,905 1,660,029 38,847 1,591,453 503,877 12,036,209 
The Punjab 13,621 367,717 (e) 24,514 413,824 (e) 167,622 2,321,557 
Oudh . 1,607 257,241 1,539 234,921 78,082 1,514,178 
Brit. Burma 2,179 99,407 3,172 87,102 61,~99 787,743 
C.P. (g) 5,660 187,098 (g) 5,660 365,073 68,778 1,383,159 

217,006 9,506,745 222,894 9,822,880 2,607,852 63,017,149 

(b) Not given by the Punjab Government. 

(c) Apparently includes Government servants. The Local Governments 
do not show the two classes sepaxately. 

(d) The numbeI of persons assessed is not given for three districts in 
Oudh: the records of two districts appertaining to LT. assessment 
under Act XXXII of 1860 were destroyed by white ants, and those 
of another were either sold or destroyed in 1865 as old and .useless 
records. 

(e) In some districts in British Burma collection for certain years cannot 
be ascertained. • 

Cf) The figures are not accurate as they include double and triple enu
meration of the same person when assessed under more than one 
schedule. 

(g) Infoflllation as to number of persons assessed in 1863-4, 1864-5 is 
wanting. 
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APPENDIX B 
STATE~IENT SHOWING THE Nl"lIBER OF PERSONS ASSESSED A."D THE AMOUNTS REALIZED 

UNDER ACTS XXI AND XXVII OF 1867, EXCLUSIVE OF DEDUCTIONS FROlI TIlE 
SALARIES OF GO\'EI<S!lfENT SERVANTS FOR THE YEAR 1867-8 

I I I 
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APPENDIX C 
STATEMENT SHOWING THE NUMBER OF PERSONS ASSESSED AND;rHE AMOUNTS REALIZED, 

EXCLUSIVE OF CONTRIBUTIONS FROM THE SALARIES OF GOVERNMENT SERVANTS 
• DURING I868-g UNDER THE CERTIFICATE TAX ACT 

c ...... I. c .... n. C._III. c ...... IV. c .... V. c ...... VI. 
Proftto • Iakb •• Proftto • Iakb. Proftto 1II.!o,ooo, Iaoo Proftto a ••• !,ooo. Iaoo Proftto 1II .• !,ooo. Iaoo Proftto 4 IIkhI up. laM &ban 4 Iakhl. 1_ &ban • Iakhl. &ban .lakb. ' IbaD so,ooo. .!,ooo. To-lII.e ........ To-a ..... oo. To-a. ••• Ooo. To-a.. loG. T._a. ........ To-lII •• iIo, 

)10. Aml.a.. No. Ami. a •• )1o. Aml. ... )1o. Aml.a.. No. Aml.a.. )10. AmI.Rs. 

---.. 
Dongal • . , IlI,aoo 6 III.aoo " ,6,000 \Ill 711,aoo 261 104,400 611' 1II,no 

Madl'lll. - - I ,.200 4 6,400 8 4.800 ,50 111,102 203 51,17' 

Dombay 4 2,000 2 a4a 511 141,818 2 1,600 674 1811,836 116 18,61 11 

N.W.P. - - I ,.200 , 8,000 12 11,600 6a 24,620 24' ,8.31a 

~.Punjab - - - - - - I 800 13 ,.aoo ,6 5.760 

Oudh - - - - - - - - 5 2,000 25 4,000 

Drltlah Burma , 7 6,900 8 3,525 41 2,320 1\11 7,042 12 4,136 30 4,645 

C.P. . - - - - - - \I 7,200 14 4,1155 74 10,582 _._--- I-
14 28,100 18 211,367 144 214,538 32:1 110,242 1,0111 354,2311 1,4a4 224.aI 3 



APPENDIX C-co1tti1tued. 

CLASS VII. CLASS VIII. CLASS IX. CLASS X. 
Profit Rs.5.ooo. less than Profits Ro.2.soo.less than Profits Rs.I.ooo, less than Profits Rs.soo. less than 

TOTlI.L. 10,000. 5,000. 2,500. 1,000. 
Tu-Rs.80 • Tu-Rs.40. Tu-Rs.I6. Ta,,-Rs.8 

• No. Amt. RI. No. Amt.Rs. No. Amt. Ro. No. Amt.Rs. No. Amt. Rs. 

Bengal I,485 u8,580 3,844 153.620 14.023 224,240 46,940 375,046 ~7,391 1,260,606 

Madras '. 635 48,133 I,875 70,622 6,695 103.956 24. 124 190,104 33,595 4770492 

Bombay 523 4I,539 7.870 252•061 8,059 128,856 4I ,107 3270496 58,416 I, I04.057 

N.W.P. • 659 68,623 51,734 I,733 6,851 109,224 24.726 195.041 34.294 508,354 

The Punjab 151 12.080 562 22,480 3.068 49.088 13.907 I II ,250 17,738 206,658 

Oudh. 70 5,292 222 9,I05 777 12.751 2,295 18,600 3,394 5I,748 

British Burma 50 3.642 523 15.848 838 13,521 4.207 25,827 5,907 87,406 

C.P. 
. 
9,869 456 22,416 3,369 26.164 98,217;-• 140 17,031 I,457 5,519 

• 
3.713- 290.869 17,085 609.390 41,768 664.052 160.6;S I.269.528 226.254 3.7940538 



APPENDIX D 
STATEMENT SHOWING THE NUMBER OF PERSONS ASSESSED AND 'tHE AMOUNTS REALIZED 

• DURING 1869-7°, EXCLUSIVE OF DEDUCTIONS FROM SALARIES OF GOVERNMENT SER· 
VANTS 

Cus. I. Cus. II. Cu •• III. C .... I. IV. CLAS. V. 
Income Ro.soo.I ••• Income. Rs.t,ooo, Incomes Rs.:a,ooo, RI.IO,ODD. leal than z lakh rupe .. and TOTAL. 

than 1,000. lesl than 2,000. leu than 10,000. llskh. upwazell. 

No. Amt-Ra. No. Amt.Ra. No. Amt. Ra. No. Amt-Rl. No. Amt.RI. No. Amt. RI. 
0 . . 

Bengal 142.947 1.335.392 26.200 502.919 16.691 890.949 2.508 8640945 180 735.497 188,526 4.329,702 

Madras 46•039 394.859 9.398 169.138 4.820 215.008 415 109,809 22 128,937 60,694 I~017,751 

Bombay. 79.371 585.434 37.127 -413.659 14.749 532.570 1.456 356,187 208 36~,187 I32,9II 2,254,037 

N.W.P. 5'P43 487,900 12,359 240,785 7,107 362,031 838 237,060 21 36,137 74,468 1,363,913 

Th" Punjab. 25,2~9 254.908 5.280 105,608 2,031 105,898 158 46,468 2 5,161 32,700 518,043 

Oudh 7,159 76,567 1,475 28,643 998 41,889 434 57>398 386 97.572 10,4.52 302,069 

British Burma 7.505 .56,897 1,191 19.525 569 2.5.208 279 23,249 10 24,591 9,.554 149,470 

C.P. 8,035 80,290 2,578 53,285 1,415 77,103 154 41,246 7 15,553 12,189 2670477 

370,428 3.272 ,247 95,608 1,533,562 48,380 2,250,658 6,242 1,736,362 836 1,409,635 521,494 10,202,462 
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APPENDIX E 

STATEMENT SHOWING NUMBER OF INCOME-TAX 
ASSESSEES AND THE AMOUNT OF ASSESSMENT, 
1900-1 TO 1915-16 . 

PetitiWlS 
OrigiDlll FiDlll No. and 0rigiDlIl FiDlll 

Yean. No. of of Obj..,.. Demand. Dem6d. 
Assessees. A5SeSlieeSo tIoos. Rs. Rs. 

-

{ 
1900-1 121,128 u6,72O u,250 4,888,591 4,657,149 

Bengal 1905~ 42,648 40,875 5,994 4,275,166 3,867,133 
1910-U 49,578 48,837 6,031 5,040,538 4,966,362 
1915-16 54,878 54,176 4,056 6,552,140 6,481 ,642 

North- { 
1900-1 71,085 68,696 6,101 2,262,428 2,143,368 

West 1905~ 29,620 28,556 2,510 1,785,979 1,722,334 

Province 1910-U 32,095 31,153 2,632 2,027,927 1,948,894 
1915-16 36,187 35,288 2,739 2,392 335 2,319,667 

{ 
1900-1 86,806 82,311' 20,101 4,264,561 3,335,849 

Bombay 1905~ 44,377 42,632 10,163 3,466,872 3,312,171 
1910-11 51 ,220 48,997 13.552 4,939,251 4.568,520 
1915-16 68.056 65,082 17,678 7,789,070 6,769.756 

{ 
1900-1 86.794 84.047 28.780 2.535.946 2.430•888 

Madras 1905~ 41.482 40•258 13.283 2.442 .592 2.333.432 
19IO-II 47.702 46.585(a) 12,644 2,858.788(b) 2.74o•284(b) 
1915-16 56,541 55.245(a) 15.381 3059I ,473(b) 3.472,679(b) 

--
(a) :rhese figures do not include Government servants and holders of 

securities. 
N.B.-The number of petitions and objections include those before 

the Collector as well as the Commissioner. 
(b) The figures are exclusive of the tax realized from salaries of Govern

ment servants and also from interest on Government securities • • 



APPENDIX F 

RECEIPTS FROM SUPER-TAX DURING 1922-3 TO 1926-] 

Collections from Collections from Collections from Collections from 
TOTAL. Individuals. Compauies. Unregistered Firms. Joint Hindu Families. 

v 
Year. 

No. Amount in Rs. No. Amount in Rs. No. Amount in Rs. No. Amount in Rs. No. Amount in Rs. 

J922-3 J,345 22,889,8JO 854 36,J95,564 445 6,JJ9,069 300 5,879,374 2,944 7J,083,817 

J923-4 J,546 21,820,473 944 32,691,4J4 422 3,680,8J4 264 3,°58,54° 3,J76 6J,251,241 

• J924-5 1,527 16,347,410 908 26,295,667 381 3,195,359 277 2,462,398 3,093 48,300,834 

J925-6 1,380 14,727,440 889· 27,563,337 409 2,881,648 278 1,962,223 2,956 47,134,648 

1926-7 1,521 J6,688,865 848 25,572 ,468 389 3,155,212 251 J,898,122 3,009 47,314,667 
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of Accountancy and Business Methods in the University of London. 1922. 
xi., 90 pp., Demy Bvo, Cloth. 55. net. Gee cS- 00. 

2 • ....:...The Ship and Her Work • 
By Sir WESTCOTT STILE ABELL, K.B.E., M.Eng., M.I.N.A., M.l.C.E.; 
Chief Ship Surveyor. Ll~d's Register of Shipping. 1923. ii., 114 pp., 
3 Diags., etc., 4 Tabs.. D~my Bvo, Cloth •• 75. 64. net. Gee cS- 00. 



STUDIES IN E'cONOMICS II 

3.-A Tabular Guide to the Foreign Trade Statistics of Twenty-
one Principal Countries . 

By FlumXRICK BROWJil, B.Sc. (Econ.), London; Assistant in the Statistical 
Department, London School of Economics. [In the Press.] 

LondOfi <So Cambridge ECOfIOmir; Servia. 

SERIES OF CONTOUR MAPS OF CRITICAL AREAS 
I.-The Hudson Mohawk Gap 

Prepared by the Diagram Company from a Map by B. B. DICKINSON. 
1913. I Sheet, 18 in. by 221 in. Scale, 20 miles to I in. 64. net. Post 
free, folded 74 •• rolled 94. Si/ton, Pru4 <So Co. 

'kDWARD FRY LIBRARY OF INTERNATIONAL LAW 
Catalogue of the books, pamphlets and other documents in the Library 
together with other works bearing on the subject of International Law 
contained in the Lihrary of the London School of Economics. Compiled 
and edited by B. M. Headicar, Librarian of the London School of Economics 
and Secretary to the Trustees of the Edward Fry Library, 1923; viii •• 
174 pp., Demy 8vo, Cloth. 5s. net (with new supplement to 31st May. 
1925). LondOfi School of ECOfIomics. 



BOOKS TO READ 
The British Crown and the Indian States: An Outline 

Sketch drawn up on behaH of the Standin~ Committee 
of The Chamber of Princes by The Directorate of The 
Chamber's Special Or~anisation. 

Demy Bvo. 272 pp. Map. Cloth. lOs. 6d. 
I.-A Consideration of the Evolution of Political Relationship between 

the Crown and the States. 
n.-An Examination of some Aspects of the Fiscal Questions at issue 

between the States and the Government of India. 

Outlines of Indian Constitutional History. 
By W. A. J. ARCHBOLD. M.A .• LL.B.. late Scholar of Peterhonse~nd 
Whewell University Scholar in the University of Cambridge. formerly 
Principal of the Aligarh. Dacca and Muir Central Colleges. and 
Fellow of Calcutta. Allahabad and Benares Hindu Universities. 
Demy Bvo. 360 pp. 18s. 

Statesman. Calcutta.-" It is written with a sense of proportion, the 
information is plentiful. documents are abundantly drawn on, and the 
student of Indian history. for whom primarily it has been written. will 
find it a wise guide for this branch of his studies. • • • As a reference book 
it will be found useful by all.'' 

Democracies of the East: A Study in Comparative Politics. 
By RADHAXAMAL MUKERJEE. M.A .• Ph.D .• Professor of Economics 
and Sociology. Lucknow University. Demy Bvo. 372 pp. 15s. 

In the East democratic government is a fine art, and its forms in India, 
China, Japan. etc .• as expounded by Professor Mukerjee. afford a wealth 
of political material now brought together for the first time. The author 
also discusses. candidly but constructively. problems of Imperial Govern
ment in India. 

The Times.-" This study in comparative politics contains a learned 
but simple and always lively examination of the roots of organic com
munal life in the East, with special reference to India and China. • . . 
Many who question the practicability of Professor Mukerjee's conclusions 
will be glad to have his valuable history of loc:aI institutions." 

The Evolution of Provincial Finance in British India. 
A Study in the Provincial Decentralization of Imperial Finance. 
By B. R. AMBEDKAR. D.Sc. (Econ.). sometime Professor of Political 
Economy at the Sydenham College of Commerce and Economics. 
Bombay. With a Foreword by EDWIN R. A. SELIGMAN. Professor 
of EconOInics. Columbia University. New York. Demy Bvo. 290 pp. 
15s. 

Extract from Foreword.-" The value of Mr. Ambedkar's contribution 
to this discussion lies in the objective recitation of the facts and the 
impartial analysis of the interesting development that has taken place 
in his native country. The lessons are applicable to other countries as 
well; nowhere. to my knowledge. has such a detailed study of the under
lying principles been made." 

• 
P. S ... KING & SON, LTD., • 

14 Great Sqrlth Street. ~ondon. S.W.I. 



BOOKS TO READ 
Wages and the State: A Comparative Study of the Prob

lems of State Wage Regulation. 
By E. M. BURNS, B.Sc. Demy 8vo. 450 pp. 16s. 

The Times.-" An unnoticed revolution has taken place in the present 
century in the attitude of Governments to wages. Mrs. Bums has com-

, piled a chronicle of this revolution, and made a searching examination of 
the problems of principle that it raises. The time was ripe for such a 
survey, and it has been well done. . . . The chief value, perhaps, of Mrs. 
Burns's analysis lies in the success with which she reveals the practical 
difficulties that arise inevitably out of any attempt to apply hard and 
flst rules to the question of wages." 

Tb2 Economics of Wages and Labour. 
By NORA MILNES, B.Sc. Demy 8vo. 200 pp. 8s. 6d. 

This book examines certain economic principles which determine in
dustrial prosperity. An understanding of the questions raised is essential 
to all who desire to improve the relations between Capital and Labour. 

Economic Journal.-" The whole book is clearly written, alike o~ the • 
theoretical and practical sides. The treatment is suggestive and does 
much to stimulate discussion, whilst Miss MilneS displays an admirable 
capacity to see, and to make clear to the reader, the reasons for points of 
view and actions with which she herself is riot in agreement." 

Some Problems of Wages and their Regulation in Great 
Britain since 1918. 

By ALLAN G: B. FISHER, Ph.D., of the University of Otago, New 
Zealand. Demy 8vo. 300 pp. 128. 6d. 

This study aims at an historical presentation of some of the more 
important wage problems that have arisen since the War, with special 
reference to their interactions with the opinions of the several parties to 
wage negotiations, and to the principles which have been applied in each 
case. 

A History of French Colonial Policy (1870-1925). 
By STEPHEN H. ROBERTS, M.A., Professor of History, University of 
Sydney. 2 Vols. Royal 8vo. 760 pp. and 25 maps. 428. 

This book contains an historical account of the development of the 
French colonies and a thoughtful analysis of the successive policies that 
France has adopted in regard to them. It deals not merely with political 
rela?onship and the machl,nery ~f administration, but with economic 
policy and native policy as w~lI, and, of equal importance, with the right. 
co-ordination of all these. A very full bibliography and many maps are 
also included . 

• P. S. KING & SON, LTD., 
14 Great Smith 'Street, Lon-ion, S.W.!, , 

I 



BOOKS TO READ 
Health Problems in Or~anized Society: Studies in the 

Social Aspects of Public Health. 
By SIR ARTHUR NEWSHOLME. K.C.B .• M.D .• formerly Chief Medical 
Officer of the Local Government Board. Demy 8vo. 266 pp. 12s. 

The addresseS and lectures contained in tIiis volume deal in nineteen 
chapters with some of the chief communal problems. including the role 
of education. of the various forms of insurance and of compulsion. of ~ 
research. and of medical practice on national health. 

The underlying problems of limitations of liberty in communal life. of 
sex hygiene and morality. of alcoholic control and of the unequal social 
distribution of the birth-rate are analysed. • 

• 
Family Allowance in Practice: An Examination of the 

Family Wa~e System and of the Compensation Fund 
in Bel~ium, France, Germany and Holland. 
By HUGH H. R. VIBART. M.A.. B.Litt. Demy 8vo. 266 pp. 
10s.6d. 

This book is an attempt to describe the short but remarkable history 
of the Family Wage System in Europe. and in some measure to examine 
the reactions and the problems to which its rapid development has given 
rise. 

Daily News.-" Mr. Vibart's studious. detailed and unpartisan book 
will enable many readers to follow the significant object-lesson which 
France is exhibiting to the world." 

Essays in Applied Economics. 
By A. C. PIGOU, M.A .• Professor of Political Economy in the University 
of Cambridge. Second Edition. Demy 8vo. 198 pp. lOs. 6d. 

The Private Use of Money-Employers ,and Economic Chivalry-Long 
and Short Hirings--Unemployment and the Great Slump-A Minimum 
Wage for Agriculture-Trade Boards and the Cave Committee-Prices 
and Wages from 189&-1914-Eugenics and Some Wage Problems-Small 
Holdings--The Concentration of Population---Some Aspects of the Housing 
Problem-The Report of the Royal Commission on the Income Tax
Income Tax and Co-operative Societies-The Real Ratio of International 
Interchange-The Foreign Exchange-The ~change Value of Legal 
Tender Money. 

An Economist's Protest. 
By EDWIN CANNAN. Emeritus Professor of Political Economy in the 
University of London. Demy 8vo. 460 pp. 16s. 

This is a selection of over a hundred articles and letters. many hitherto 
unpublished, written from 1914 to 1926, and indicating the attitude of 
an economist to the events and opinions of those eventful years. A certain 
unity is given to the whole by the human inttrest which is felt in watching 
a single man struggling against the current of the popular beliefs of the 
moment. 

• P. S. KING & SON, LTD., • 
14 Great Seith Street, LC?ndon. S.W.I. 
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B'OOKS TO READ 

Some Economic Factors in Modern Lif~. 
By Sir JOSIAH STAMP. G.B.E .• D.Sc. Demy 8vo. 286 pp. 108.6d. 

Some Economic Factors: Aesthetics--Inheritance--Invention-In
dustrial Co-operation-Amalgamation-Stimulus. The Measurement of 
Economic Factors: Statistical Methods-Human Nature in Statistics. 

In this volume Sir Josiah Stamp analyses the influence upon modern 
economic life of various important factors which have been praCtically 
ignored hitherto in economic literature. . 

\feaIth: A Brief Examination of the Causes of Economic 
Welfare. 

,.By EDWIN CANNAN. Emeritus Professor of Political Economy in 
University of London. Thirtl ant!. Revised Etlition. Crown 8vo. 
330 pp. 58. 

First published in 1914. neaIly 20.000 copies have been sold to date. 
and the book has been translated into Spanish. Japanese. Chinese. Polish. 
and Braille. In this. the thiId edition. the book has been entirely re-set. 
much new matter added. and the price reduced to 5s. There are also 
many alterations in casual allusions and examples which have been made 
necessary by the eftec13 of the War. especially the great decline in the 
purchasing power of money. 

Co-operation at Home and Abroad. 
By C. R. FAY. M.A .• Late Fellow of Christ's College. Cambridge; 
Professor of Economic History. University of Toronto. Thirtl Etlition. 
with Supplementary Chapters dealing with the Progress of Co-opera
tion in the United Kingdom to 1918. Agricultural Co-operation in the 
Canadian West and the Canadian Wheat Pools. Demy 8vo. 480 
pp. 158. 

Economisl.-" This is a really nseful book which should hold the ground 
for some time as a standard work on its subject." 

Nationalism. Politics ~d Economics. 
By EDWARD BATTEN. Demy 8vo. 160 pp. 78. 6d. 

This book shows how jealous Nationalism and the politics rooted therein 
waste the wealth which should flow from the growing application of 
scientific method to productive activity. and how implicit in the scien<;e 
of orthodox Economics there is a principle. new ouly in its recognition. 
which if adopted by Britain would ease the burden of hostile tarifts. 
maintain full and profitable e~ployment for its people. and keep its con
suming and producing power in constant equality. 

P. S. KING & SON. LTD .• 
14 Great Smith Street. Lond?n. S.W.I. , 



BO·OKS .TO READ 
The Income Tax in Great Britain and the United. States • 

. By HARRISON B. SPAULDING, Ph.D. Demy Bve;>. 320 pp. 12s.-
In both Great Britain and the United States the' income tax is. the 

principal source of public revenue. and a comparative study of the income 
tax laws of these two great English-speaking nations has long been needed. 
This book is an attempt to meet this demand. 
'. Financial News.-" The'study is careful, and, in detail, full, and for the 

inquirer in search of comparative facts the book is a valuable com
pendium." 

Economic Control: Australian Experiments in " Rational· 
isation" and "Safeguarding." . 
By N. SKENE SMITH, B.Com. Demy .Bvo. 330 pp. Map' and> six 
Illustrations. 15s. ' 

The object of this book is two-fold. Firstly, to state briefly the methods 
by which the economic machinery of a country can be controlled in accord
ance with the teachings of modem economic science. Secondly. to examine 
recent Australian developments in the light of this teaching. 

The Early History of Banking in England. 
By R. D. RICHARDS, Ph.D. Demy Bvo. 300 pp. 15s. 

A carefully documented account is given of the early history of English 
banking, with particular reference to the operations of the goldsmith 
bankers, the evolution of English paper money. and the early transac
tions of the Bank of England. 

This is followed by an interesting survey of later English banking 
developments up to the Bank Act of IB33. and a lucid analysis of the 
economic. political and religious conditions under which banking originatefl 
in England. 

A Review of Economic Theory. 
By EDWIN CANNAN, Emeritus Professor of Political Economy in the 
University of London. Demy Bvo. 460 pp. 168. 

In this book Professor Cannan has been faithful to the principle which 
he followed at the London School of Economics-the principle that general 
economic theory can best be made intelligible by following its development 
from its simplest beginnings. The story told in his " Theories of Produc
tion and Distribution" is now retold, but in a much shorter form, so that 
room is found not only for starting the history of these theories at their 
birth and carrying it down to the present time, but also for a similar 
history of the theory of value, and for ;{ chapter on .. Aspirations. and 
Tendencies," in which the drift of economic progress is discussed. 

P. S. KING & SON, LTD., 
14 Great 6mith Street, London, S.W.i • . 
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86· THE INbIAN ~COME 'TAX 

depresSion and the resulting loss of cuStom and diminutidD': 
of pronts. It was therefore an act of injustice to· single 
out iIietrading community for extra taxation precisely: 
at a time when its margin of profit was, bound to fall. ' As' 
a matter of fact, as we shall see later on; a considerable· 
amount of the discontent to which the Provincial licence 

·'.taxes gave rise, was based upon the in,equitable distribution 
of the burden of taxation. . 

The draft bill pr!>posed to fix the maximum fee at Rs.2oo 
only, but as an objection was raised that the tax let off 
the riCher classes lightly the ~aximum was raised to Rs.5OO , 
a year. The Act divided the licensees into three classes, ,I 

each class again being subdivided into gradeS.' The, 
basis of' classifi.cation was the nature of occupations and 
the . probable income of the asSessees. The first class 
included, among others, companies registered under the 
Indian Companies Act, 1866, owners of cotton screws, . 
persons keeping ~hops for the sale of European gopds. 
sugar and tea manufacturers, etc. There were four gr~des, 
of persons in the first class, paying according to. their 
mcomes fees of Rs.5.00, 200, 150, and 100 respectively:. 
The second class included a variety of heterogeneous occu
pations, e.g., cloth sellers, druggists and dealers in elephants, 
and also persons specified in the first class whose incomes 
were not so large as to warrant their inclusion in that class. 
There were· four grades in the secOnd class, viz., those 
paying taxes of Rs.75, 50, 25 and 10 a year. The third 
class included occupations not specified in the first two 
classes and was divided into three grades . paying Rs.5, 
2 and RI respectively. Any person could have the fee 
charged against him remitted or reduced, on proving that 
the incidence was higher than 2 per amt.onhis annual' 
earnings.1 Under section 26 of the Act the Provincial 

. Government were empowered to exempt anyperson whose net 
annual, income was less than such sum as the· Provincial· 
Govermnent might from ,time, to time fix. It was 'the 
intention of the Government to exempt persons drawing 
less than Rs.loo a year. Ii: will be noticed that the lowest 

1 Section 13. Act II of 1878. 



THE INDIAN INCOME TAX 

Here again this liberal policy was the outcome of surplus 
amounting to £948,700 anticipated during 1903-4. It was 
therefore proposed to utilize this surplus in the remission 
of taxation as far as practicable and, for the first time since 
1882, the Government felt themselves justified in affording 
substantial relief to the poorer class of tax-payers. The 
form which this relief took was the reduction of duty on 
salt throughout British India (except Burma), and the 
exemption of all incomes below Rs.r,ooo a year from the 
income tax. The total loss of revenue resulting from these 
two reductions was estimated at £r,393,000, the reduction 
of income tax being responsible for £240,000. In proposing 
to raise the exemption limit Sir Edward Law 1 observed: 

"We have reason to fear that it is in the'lower categories of 
incomes that hardship is perhaps felt in the matter of inquisitorial 
proceedings on, the part of assessors who possibly sometimes 
fix assessments at unjustifiably high rates, and we hope by raising 
the limit of taxation to greatly reduce and simplify the work of 
assessment." 2 

The raising of the exemption limit from RS.500 to Rs.r,ooo 
at one stroke diminished the number of assessees by more 
than half. The total number of assessees was 527,397 in 
1902-3. It was reduced to 237,523 in 1903-4 with dis
proportionately little loss of revenue, for the yield of the 
tax fell from RS.2r,000,000 to Rs.r8,200,000 during the 
same period. While the total number of assessees was 
reduced it was, however, noticed that there was a tendency 
towards a relative increase in the number of persons who 
now formed the lowest grade of income tax assessees, namely, 
those in the grade of Rs.r,000-r,250. This may be illustrated 
fTom the following figures relating to Bengal and Burma. 3 

1 Sir Edward Fitzgerald Law (1846-1908) had a chequered career. He 
joined the Indian army in July, 1868, but left after a service of four years. 
He then went into business. Forced to abandon it by the conduct ,of 
his partners, he joined' an English firm of Russian merchants. He acted 
as Consul at St. Peterburg, and also as commercial and financial attache 
for RU6sia, Persia and the Asiatic Provinces of Turkey. In March, 1900, 
he was appointed Finance Member of the Viceroy's Couricil. He resigned 
his membership in January, 1905. 

2 Financial Statement, 1903-4. 
8 These figures relate to Part IV of the second schedule to Act II of 

1886. 


