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The Indian Taxation Enquiry Committee.

. QUESBTIONNAIRE.

1. Annexure A gives an account of the statistics at present available for tha Ixcidemce

purpose of an estimation of the wealth of the country. How far do you con- %

sider them (a) adequate and (&) reliable?

2. In Amnexure B is a list of estimates which have been made of the wealth
of the country or the averaﬁe{[ income of the inhabitants, in many cases with

reference to these statistics. Have you any additions to make to this list or any
_ «critictsms to snggest on the geveral estimatea?

3. The estimates of national income for other countries are largely dependent

on statistics of income tax (which cover incomes from all sources) and death
duties. Do you agree that thers -are mo corresponding figures in India en which
it 1s possible to base any estimate? :

4. Have you any suggestions to make for the improvement of the preseni

methods of recording and compiling the available statistics which would not in-
wolve legislation or large expense?

5. The English census of production, which was provided for by the Censns
of Production Act, 1807, took geveral years to complete and cost s large sum

of money. Would you advocate the taking of a.similar census of production in
this conntry?

6. A Bill was recently introduced in the Bombay Legislative Cooncil which
gam?‘ded: among other things for the collection of information on the following
sis —
(1) from substantial employers of manmal and clerical labour for indus-
trial and commercial purposes—statistics and facts regarding wages
and conditions of labour;

{2) from trading proprietors—statistics of prices; and
(3) from landlords—statistics of rentals of houss property.

Would you advocate the undertaking of -all-India legislation on the sams or
similar lines?
7. Estimates of the kind above referred tc are useful for comparison with.
st estimates for the same couniry or contemporary estimates for other countries.

ave they any value beyond this in relation to an enquiry into the incidence of
taxation?

8. Annexure C gives details of the more intensive enquiries into the condi- -
tions of different sections of the people of which the Committee have been able

to trace records. Can you refer them to any others?  Are these sufficiently

namerous and reliable to form the basis of an estimate of the incidence of taxa-
tion on different classes?

If not, what process would you suggest for ascertain-
ing such incidence?

9. How would you divide the populaiion imto classes with reference to the
taxes that affect them! Can you offer any.suggestions which would assist the
Committee in determining the question of the real incidence of taxation as dis-
tingnished from its primary or apparent incidence?

10. To whate extent does the land revenue of your province include revenue

Tazation

Now-law
from sales of waste lands, or itrees, revenue from penalties, or other items that Reorses.
clearly do not fall within the definition of » tax?

11. Are any similar items ibcluded under other revenue heads?

12. Do you consider the whole or any part of the reveune from Forests to fa_il
within the definition of a tax?

13. In the case of a Government commercial or semi-commerciasl undertaking,

should the endeavour be to secure (n) a bare return on the C:Eim invested, 3r +

{b) a commercial retarn, or {(c) a monopoly profit? In which cases will the,
alement of tax appear?

VOL- I« B
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14. Is there any, and if so what, element of taxation in the revenue derived
in Indisa from—

{a) railways, (b) tramways, (¢) posts and telegraphs, {d) telephones,
{¢) cipchona, (f) profits on coinage or exchange?

15. Is the charge for water supplied for irrigation adequate? On what prin-
ciples is it fixed?

The following plans have been suggested or adopted elsewhere, Which of
them do you prefer?

{1} to charge the bare cost of sapplying the water, including interest on
capital invested,

(2) to charge a fair commercial profit,

(3) to increase the land revenue by taking the same proportion of the com-
bined output of land and water as would otherwise have been taken
of the ontput of the land,

(4) to charge by volume,
(6) to sell the water by anction to the highest bidder.

16. When land newly brought under irrigation or guaranteed a supply of
water for the first time increases largely in value, is it right that the State should
take a portion of the increase? If so, what proportion would yom fix! Would
you take it in a lump sum or in the shape of a hetterment tax?

17. What bearing have the tenancy laws in areas with which you are acquaint-
t¢d on such proposals?

18. Is it correct to assume that the dues levied under the Indian Ports Act
are payments for services rendered in respect of the safety of shipping, and dues
levied under the Port Trust and similar Acts paymenis for services rendered in
respect of goods and passengers, and that these dues do not fall within the cate-
gory of taxes imposed on the general tax-payer?

19. How should taxes imposed solely for expenditure on the needs of parti-
cular localities be dealt with in comsidering the general incidence of taxation?

20. In considering. the incidence in the locality, would you distinguish between
those which are earmarked for particular services and those which are levied for
thehgeneral purposes of the local body? If so, which taxes would you put into
each class?

21. Economists and public men are divided (vide quotations in Annexare D)
as to the extsnt to which' indirect taxation should be regarded as voluntary.
you consider that any taxes should be regarded as voluntary and as such excluded
from consideration in estimating the burden upon the tax-payer?

22. If so, to what taxes would you extend this classification either wholly or
in part?! Please give your reasons in detail.

23. In the case of tobacco and intoxicating liquors, do you agree with the fol-
lowing statement?

“Immoderate smokers and drinkers contribute heavily to taxation; the con-
sumption is of luxuries and it is optional. This taxation raises
revenue, but imposes ro ecomomic burden.”™*

24. How would you rezard the case of a tax upon entertainments or one on
railway tickets? wi

25. Would you in this connection make any distinction between classes of the °

. population? Would vou. for instance, exclude the excise revenue from considera-

tion in estimating the burden of the classes who®by religion or custom are pro-
hibited from taking intoxicants?

26. The Committee are instructed to report whether the whole scheme of taxa-
tion is equitable and in accordance with economic principles. Taking the maxims
enuncisted by Adam Smith as a basis, what additions or qualifications, if any,
would you make to arrive at the principles now generally accepted? If vou can

_reply by reference to any recent qiterature on the subject, please do so.

27. Shonld every member of the community pay a tax of some sort? If not,
what should be the test for exemption?

* Armitage Smith : Principles and Methods of Taxation, page 83,
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28. Is taxation a proper accompaniment of representaticn?
20. In either case shonld the tax imposed be direct or indirect?

30. If a direct tax is recommended, is a poll tax a proper form for it to take?
Do you consider the capitation tax as levied in Germany, France or Bwitzerland,
or the United States, for instance, objectionable? '

31. Do you consider the following tazes comparable with these? What s
your criticism of them?

* {1} The thathammeda. .
(2) The capitation tax in Burma and certain hill tracts of Assam.
{3} The chaukidari tax.

{4) The profession tax in the casa of the lowest classes on which it is
imposed.

32. Do you counsider these more or less objectionable than the salt tax, the
enstorns or excise duties on cotton, kerosine oil or matches, and the octroi?

33. A statement is attached (Annexure E) comparing the rates of tax om ibD- ricmme Tun.
comes of different sizes in England and India and some other countries. In the
event of a smbstitute being required for other taxation that is abolished, would
von advocate an increase in the rates of income-tax? 1If so, to which classes
of incomes would you apply it?

3. Do you consider that the present scheme of graduation is satisfactory or
wonld you prefer ene based on English or continental practice?

35. Do you advecate any differentiation in favour of earned incomes or of
sams shown to have been invested in productive enterprises?

36, Is it practicable without proceedings of an inquisitorisl nature to make
allowances for the number of persons supported out of particular incomes? ¢

37. The Indian super-tax on companies is analogous to the English Corpora-
tion Profits Tax. The former has been justified on the ground t%a.t companies
enjoy special privileges as compared with persons and firms in the matter of cor-
porate finance and limited liability. The English Corporation Profits Tax was
defended on the same ground and also on the groond that  the
undistributed  profits of  companies  escaped liability to  super-tax,
whereas liability extended to the whole . profits of individuals and partners
whether distributed or not : when in 1922 it was enacted that, when a company
failed to distribute a reasonable proportion of its profits by way of dividend the
whole of the undistributed profit should be liable to supertax at the maximom
rate, the case for the continuance of a Corporation Profits Tax was manifestly
weakened and it was felt that the privilege argument was insufficient to' justify
a continuance of the duty, which was in fact repealed in 1924. Do you favour W
continuance of the Indian super-tax oo companies in its present form or do you
consider that jt should be either abolished or imposed in some other form?

38. Ave vou in favour of the removal of the exemption of incomes derived from
agricalture which was given under Act II of 18867 In dealing with this ques-
tion, would you drvaw a distinction hetween the actual earnings of the farmer
and the income of the absentee landlord or the money-lender who bas hecome a
Iandowl}er through the foreclosura of a mortgage? If the present’ limits of
exempiion were applied, what would be the proportion of persons actually farming
their land that would be affected? i

39. Do you agree with the following estimate of the amount that could he
secured by making agricultural incomes liable to income-tax? ¢

‘If the agricultural incomes, which now escape taxation altogether, are taxed'
in the same manner as the industrial and the commercial incomes, after allowin
for the necessary margin of subsistence as being utterly exempt from ta,xaf,ieng
the probable gain to the revenne would be from sixtesn to twentv crores of

Fopess.’*
* Bhak and Khambata :  Wealh snd Taaable Capacity of india, page 277. H
YOL. I.

n 2
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40. The limits of exemption in Enropean countries gensrally have reference to
the actual cost of subsistence, as will be seen from tiie table in Annexurs F.
The Indiar limit of Rs. 2,000 is higher than those in these countries. In view
of the fact that there is no such exemption in the case of the payer of the land
revenue, do you consider it would be fairer to reduce the limit in the case of in.
come tax to something nearer to the subsistence level?!

[ Note,—The Indian exemption limit was R4, 600 {6 the Income-tates of 1983 and 1986 and was raised
40 Ka. 1,000 in 1008 and to Bx, 2,000 in 1919.3

41, One objection taken to the tax iz that, owing to the manner in whick
sccounts are maintained and presented, it is in fact a tax on honesty. How far
has this reproach been removed—

(1) by the growth of an accountancy profession since the passing of the
Indian Companies Act of 1811,

(2) by ths introduction of a centralised and more officient system of income
tax ocontrol?

42, In France trading accounts are required {o bs masintained in s standard
form, In England the introduction of an elaborate return for farmers and ths
raising of presumptive charges based on rents unless accountz are produced bas
resulted in a large number of farmers keeping accounts on a mere or less uniform
plan. A recent writer stafes :

““What is needed is a simplified and standardised ferm of account to be kept
by the tax-payer in his annual dealing with the Btate so as to enable the latier
to ascertain the met annual income 0% the tax-payer.”™  Would you advocate
the prescription of a form of account of this sort to be kept by tax-payers gemer-
ally, or by any class of tax-payers, in India?

43. Tn Sweden, particulars of incomes taxed are published in the newspapers,
while in certain American States the income-tax rolls are public records. In
England the employment of non-official Assessors and Commissioners to a cerfain
-extent acts as a check on evasion. Do you consider that the adoption of similar
methods wonld tend to reduce frauds upon the income-tax in India? If se,
what steps would ,you take to bring public opinion to bear?

44. Objection has been taken in Europe and America to the issue of income-
tax-fres securities on the ground that the effective rate of interest is higher to
the rich holder whose rate of income-tax is high than to the poor man whose
rate of income-tax is low. Do you consider that any steps should be taken tfo
dizcourage the issue of tax-fres securities?

45. Bearer securities obviously afford facilities for the evasiorn of income-tax,
Can you suggest any means of avoiding such evasion! Would you spprove the
collection. of income-tax by means of a special stamp duty on the coupon!?

46. Are you gatisfied with the provisions of the existing law in relation to
doubls taxation and the exemption from taxation of incommes derived from ont-
side India? .

47. Are you satisfied with the present srrangements in regard to assessment on
the previons year's income, or would you prefer assessment as in England on the
three years’ average? :

Toset on 48. What comments would you make on the views expressed in the following
conmumption.  guotations—
+"The aim of taxation is revenue; by confining indirect taxes to a few
articles the cost of collection s diminished; the selected articles
should be, however, sufficient in number and of such a kind as to
touch sll classes, and to reach in & moderate d:grde those who do not
contribute to direct taxation.’ ‘

1 Probably in the spending of every wage there is some part that is in-
effective and some part that is positively detrimental from the edf.
ciency point of view. If we can succeed in pegging & tax at that

int, snd reduce the quantity of the commodity obiained, we may
in the one case leave efficiency unaffected, and in the second posi-
tively increase it.”

e Hobson : Tazation in the new State, pagee 106-107,
¢ Armitege Smith : Principles and Methods of Taxation, page 83.
1 Stawy : Fundamental Princlples of Taxation, page ¥4

+
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#The rule that necessaries should be free and that indirect taxes should
fall only on luxuries is thus a counsel of perfection not always attain-
%ble; in & country where three-fourths of the population consume 10
lnxuries, the majority can only be tazed through necessaries, and in
these circumstances there is no hardship in such a tax.”

49, -In other countries an excise daty is frequently imjosecl or various com-
modities side by side with a custams duty of equal or grester amount.
A list of articles which are the subject of such duties is given below. In the
evont of new taxes being reguired to replace taxes that may be abolished or
reduced, would you recommend an excise on any of the articles in this list which
are mot at- present subject to an excise in India?

Acetic acid. . Oleomargarine,
Aerated watera. i Patent medicines.
Benzine, Perfumery.
Candles. Petrol.
Cartridges. Paraffin oil.
Chewing gum. Playing cards.
Cigarctie papers. Pleasure vessels.
Chocolates. Saccharine,
Coal. Salt.
Coffee. | Soap.
Cotton goods. Sance.
Crude oil. Sugar.
Electric power. Sweets.

as. - Tobacco.
Lighting materials. Toilet articles.
Matches. ’ Wax,
Meat, Yeast.
Motor cars.

50. +°'It is possible {o apply to indirect taxation the graduated or progressive
principle which is now becoming so popular in the case of direct taxation. Why
should not taxation on consumption be so praded as to fall with heavier impact
on the consumption of the wealthier classes? Why should not the whisky tax be
imposed at a higher rate on the better grades? Why should not the tobacto tax
be s0 arranged us to iucrease progressively with the price of the cigar? If we
apply graduated taxzation to incomes, inheritances, and property, why should we
not ntilise the same principle as far as practicable, in the case of articles of con-
sumption "

Do you counsider such graduation practicable?

51. Please say whether you accefat. the following statement of the gemeral guye
policy in respect of the taxation of salt which is extracted from a recent American
publication :—

1"From ancient times salt has frequently been selected for special taxation.
Almost avery country has taxed it at one time or another. An alternative method
of exacting revenue from the salt industry has been to make it a fiscal monopely.
Buch has been the case in Japan, China, France, Anstria and Italy. Elsewhere
it is usually the object of a high excise duty. From every point of view salt
is admirably adapted to be a tax-besrer. Tt is universally uszed, but the amount
that is used by any one tax-payer is small. The demand is very inelastic, espe-
cially when the tax is confined o salt used for cooking purposes. While the
yield, unless the rate be very high, is not large, it nevertheless amounts to some-
thing, and in the case of a fiscal necessity all sonrces may need to be drawn uvpon. -
The purpose of regunlation plays no part in the taxation of salt.”

52. Assuming that it is proper to impose any taxation at all wpon the
poorest classes, do you accept the statement that§ "it would be difficult to
devise any other duty of general incidence less oppressive and less open to eva-
sion’’ than the salt tax? If not, what tax would you substitute?

* Armitage Smith : Principles and Methoda of Tazation, page 82,

t Sclignman, quoted in Bullock : Belected Readings in Public Finance, page 068,
£ Jensen : Problems of Public Finanee, pages 308-304,

§ Armitsge Bmith: Prineiples and Methods of Taxation, page 146,
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53. Having regard to the rates imposed in other countries, as shown in
Annexure G., do you consider that the rata of tax at present imposed in India
is high or low?

54, Roughly speaking, half the salt manufactured in India is sold directly by
Government at cost price, half by licensees at a competitive price.® Would you
advocate an extension of either system at the expense of the other!

55. If it were shown that a cheaper and purer article could be produced by
substituting large scale manufacture for production by a very large number of
petty holdings, would you consider this a proper ground for a gradual extension
of the Government monopoly ?

56. Twenty-five per cent. of the salt consumed in India is imported and the
fact was the cause of much difficulty during the war. Do you consider that it
would be proper to impose a protective duty to enable India to be self-supporting
in this respect? Would that be fair to the Bengal consumer? .

57. What are the economic results of the process of sifting? If it is prac-
tised solely for the purpose of increasing the trader’s profit, do you consider that
it should be prohibited?

. 58. Would you advocale the enforcement of the sale of salt by weight in areas
in which it is now sold by measure?

58. Do you consider that the cost of transport could be reduced and retail
prices steadied by opening depois for the sale of salt by Government? Are you
in favour of action on these lines?

)

60. A note i3 attached [Annexure G (l)] detailing the processes which are re.
cognised in France for the denaturation of salt with a view to its'issue free of duty
for use in agriculture and indostries. Do you comsider it practicable to employ
any of these methods in India?

61, Do you anticipate the introduction of a policy of total prohibition, now
or in the near future, either generally or in particular areas?

62. Tt has been calculated that such a policy would involve a large expenditurs
for its enfarcement, in addition to a loss of revenue of 28-43 crores of rupees. If
you are an advecate of toial prohibition, how would you recommend that this
money be found? Do vou approve of either of the following schemes :—

[a} Proposals made hy Dr. Mathai in his pamphlet “Excise and Liquor
Control”—

{i) a super-tax on land revenue at a percentage varying from year to year
to be assessed on Jandholders paying revenue of Rs. 50 and -over at
graduated rates;

{ii) a provincial sorcharge (a rate of 20 per cent. is suggested) on the in-
come-tax. .

{5) Proposals of the Bombay Excise Committee, 1923 :—

Es
A succeasion duty to yield - . . . . 50 lakhs.
A totalizator duly tovied . . . . . . 20
Taxation of « futures ”” to yield . . . . . 0,
Increase of local fund cess to yield N . % ,
Tobacco tax to yield . . - . : . .5,
Employee tax to yield . . . - . 40,
Tramwit taz to yield . . . . . . B0,
Terminal tax to yield . . . . . . 0

63. Failing total prohibition, do you accept all or any of the following state-
ments regarding the policy to be pursued in the taxation of intoxicants?

“It is not true that every tax is an evil. A tax on alcohol, which by raising
ita price diminishes its consumption, may be a positive good*.”

* Dalton : Public Finance, page 7. .
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“The suitablencss of distilled and malt liquors and tobacco for taxation i
recognized by pearly every civilized country, and it is the uniform practice of
European Governments to derjve from them the Jargest possible revenue consistent
with efficiency of administration.*"

“The only important indirect taxes which an intelligent State would retain
are those directed to the conirol and restraint of a few importaut articles of
popular luxury, the large consumption of which is not merely a presumption of
the possession of superfluous income, but is definitely detrimental to personal
health, morals or public order. Of this chgracter are aleoholic drinks and tobacce
in the dimensions of their present use.”’t

“Where a tax is levied upon a luxury, a harmful luxury, or something whose
consumption is agreed to be sufficiently undesirable to justify its limitation, then
we have the best possible case for indirect taxes. The object is not ‘revenue
only’ (in fact it seldom is), but revenue together with an ulterior purpose : the

[IT

deliberate discouragement of the umse of a certain article.”

“‘Human nature being what it is, the increased dearness of a particular article
i8 more likely to have a definite effect on the consamption of that article than an
income-tax, which would tend to be saved out of all the commodities. That ia
to say, a direct tax on a wage-earner is more likely to reduce expenditure on
primary essentials, and so 1o react on efficiency as to be threwn off on to other
classes, than consumption taxes on specific non-essentials.” §

*“The same kind of confusion of causes is shown by the mew thought over the
taxation of the lignor trade. Alcohol is found to be at the root of very grave
social evil, and it is said that for that reason it is taxed. Whatever might be
our wish in this matter, starting de nove, this can hardly be said to be histori-
eally correct . . . ... ... The new doctrine of the State right to a dynmamie -
policy is only subsidiary and the taxation can be justified without it . . .. . .
The tenth pint of the drunkard pays the same tax as his first. and the same tax
as the éccasional pint of a most abstemious man. If one could not justify taxa-
tion of alcoholie liquors on general eeonomic pronnds, but had to rely on the
new-found prineiple, it would find but poor justification in .its actoal working
out in practice.”

64. Regarded as a measuro of taxation, does the policy followed in your pro-
vince fall short or go in advance of that which you wonld approve?

65. The table attached as Annexure H shows that the rates of daty on country
spirit per proof gallon vary from Re. 0-7-6 to Rs. 20-10-0. Do you consider any
of these too high or too low? TIs it practicable to reduce the variety, if not to
introduce a uniform rate, as in other countries?

66. Have recent increases in the rates been followed by increases in illicit
production ? ,

67. Do yon consider that locally-made imitations of imported liquors should
be taxed at the tariff rate and given the same freedom from restrictions on trane-
port as is given to foreign liquors?

' 68. Would you approve of the imposition of supplementary duties on foreign
lignors by Local Governments?

69. When varying rates of duty obtaiz on foreign liguors, whether locally-
made aor imported, how are the relations between provinces to be adjnsted ?

70. The experiments carried, out at the instance of the Excise Committes,
1806, showed that fari, even when freshly drawn, was as intoxicating as a mild
beer. In the provinces with which you are acquainted is it taxed adequately,
having regard to its aleoholic contents? If mot, can the taxation be inereased
by means of tBe tree tax system or otherwise?

7L. Annexure I exhibits the rates of taxation per seer on ganja, charas and
dkang. Do you consider that in this case there is any sufficient reason for
variety of rates?

., T2. From the point of view of taxation, is the system of wholesals supply of
intoxicating liguors and hemp drugs satisfactory?

* D, A. Wells quoted in Rullock : Selected Readings {n Public Pinance, page 798.
1 Hobsou : Taration io the New State, page 121,

1 Jonen : Tazation, Yesterday and To-morrow, page 98,

§ Stamp : Fundamental Principles of Taxatlon, page 76.

1 Ditto ditto pages 190-181,
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73. From the point of view of taxation, is the system of disposal of licenses
for retail vend satisfactory? '

74. Annexurs J illustrates the reduction that has taken place in the number
of licenses for retail vend in the last 20 years, and the average area and popula-
tion per liquor shop in different provinces. It is asserted that this restriction
in the number of licenses has resulted in a great increase in the value of those
that remain on the ground of monopoly. Have you any comments to make on this
suggestion ? .

5. A table of the duty charged in different provinces is given below. Is it
practicable to arrive at a greater measnre of uniformity? .

Dui-y €T BeeT
PrOVINCE. . of .
excise opinm.
Madras . . . . . . ., - . - L 4%)&
Bombay Presidency (proper) . . . . . o1 - 52
Sicd . . . . e . . . . 37
Bengal . . . . . . . . . . 37(a)
Burms . . . . . . . . . . 1509 to 136°8
Bihar and Orissa . . . . .o . , 40
United Provinces ‘ . . . . . ' . ‘. ) 37 .
Tbe Punjsb . . . . . . . . 37
Central Provinces and Berar . . . . . #2(a)
Assam . . . . . . .7 . . . 438 (a)
North-West Frontier Provinee . . . . . . 27

{0) NoTe :—This is the figure for 1921-22. Reports for 1022-23 are not availahle.

76. Is the system of employing salaried persons for the retail sale and. distri-
bation of opium which is recommended in the draft Opium Agreement in force
in any area with which you are acquainted? What is your experience of its work-
ing? Is it practicable to introduce it generally? What would be the effect of
its introduction upon the revenue? -

77. Are further steps necessary for the comtrol of smuggling? If so, should
they be taken by the cultivating province, by the consuming provinces, or by the
Government of India?

78. Apart, from all guestion of protection, is it better ~for a tariff imposed
for revenue purposes to be confined to a few articles in' common use or to cover
all imports? .

79. A revenue duty shonld be at, or below {50 as to permit of ready increase
of revenue, in case of need), the rate which yields the greatest revenue obtainable :
a protective duty would preferably be made so much heavie: than this as to check

- the importation of the taxed goods, even though revenue were sericusly diminished

as & result”*. Have any of the rates in the tariff which are not imposed for pro-
tective purposes exceeded the limit here laid down? Have they resuited in
diminishing returns or in uncontrollable smuggling? )
80. Are there any articles on which increased rates cap be imposed with advan-
tage otherwise than for the purpose of protection?
81. Are there any respects in which the tariff can be rendered more scientific or
raarranged with advantage?

- * Flux : Econoule Principles, page 246.
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82, Are thare any articles, not at present smbject fo export daties, by the
imposition of an export duty on which a revenue could be secured withent
injuring the trade of India?

83. Do you favour ad welorem or specific duties?

84. Is the aysiem of tariff valuatiops working satisfactorily?

.. .85. Have you any criticism to offer on the system of appraisement!

86. Are the arrangements for preventing smuggling satisfactory (a) ot
the main ports, (b) along the coast, and (¢) on the land frontiers? 1f not,
in what way can they be improved?

87. The list attached as Annexure K specifies some of the taxes on transactions paem os
- that have been adopted im other countries and not yet iried in India, and Tremsactions
some uof the principal countries that have adopted them. Do you advocats FL!" and
the substitution of any tex of this pature for any existing tax? If so, which *
of these would you prefer?

88. The stamp duties are merely a means of collection of taxes wpon tran-
sactions, which may be grouped into the following classes :—

. Items of Schedule of the Indisu
Nalure of transactiona, Stamp Act.
r
Frec distribution of property . . . « | 88, A8,
Tranafer, or lease of property . - . . .| 87,19, 23, 23, 31, 3%, 35, 40, 41,
, o ‘ 4, 64, 55, 57, 61, 62, 63,64,
Inkeritance . - . . . .} 4,8 ’
Legal transactions . . v e - | 4 B, 7, 12,84, 35, 28; 28; 29, 43, i,
48, 50, 51, 63, - -
Commercial transaction . . . . | 1,8, 10,18, 14,185, 16, 18, 20, %1,
34, 86, 37, 38, 30, 43, 48, 47, 40,
£3, 56, 59, 60, 66.
Esntry ioto a profession or apprenticeship . . 18,11, 30,

Have you any comment to make on these dutiea generally, or npon any
" special class of them?

89. Bentham included among taxes which should be interdicted taxes o
judicial proceedings, whether under the name of stamps or of court-fees,
Please say whether you consider that the stamps collected on such procesd-
ings should be so limited as just to pay for the cost of the courts including.
pensions of officers and capital cost of buildings, or whether it is legitimale.
to tax ability to pay as exhibited by resort to the law. E

90. Hobson™ states that the whole of the stamp duties on deeds of disposal
or transfer of property are levied in restraint of trade or cther forms of pre-
samable personal “and social utility. Do you agree in this criticigm?

9l. To what extent i3 payment of duty om transfers of shares evaded?
Can you suggest any remedy for such evasion?

92, Fees tend to develop into taxes.g This has undoubtedly occurred jm the
cage of the liguor licenses. Are there any other fees levied in India in which
you find that an element of taxation appears!?

93. In the case of Registration fees, do you consider that the fees lavied
should only be sofficieot to pay for the cost of the Registration staff, inclad-
ingl ngions, capital cost of bunildings, ete.? Or, is it legitimate to charge
s higher sum on the ground thut the act of registration of a transactitd is only
part of the service remdered by the Stats to the party?

* Taszation in the New Biate, page 125,

ok
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94. Aro there other cases of fees or licenses in which, in your opinion, =»
forther element of taxation might with advantage be introduced?

85. As regards the tax on entertainments, Dalton writes:* ‘“The British
entertainments tax is a source of much vexation to those from whom it ia
collected, and involves the employment of additional inspectors, whose salaries
might be saved if the corresponding revenue were raised by additions to
other older faxes.” Wonld you advocate the increase of older taxes in lien of ithe
entertainments tfax where it is levied in India? Or, would you prefer to see
a more general extension of the entertainments tax?

96. How would vou define a tax and a rent respectively?! What, from the
point of view of pure economics, are the considerations tending to bring the
Indjan land revenue within one or the other category? Do these considerations
apply equally to the systems in force in different parts of India?

97. Is the prosperity of the cullivator affected largely by the land tax?
1f not, what are the caunses that influence it?

898. Do you concur in the following criticisms?

*“ Adam Smith, the founder of modern finance, laid down four universally
accepted canons of sound taxation, and not one of them remains unviolated if
applied to our system.

‘“The land revenue assessmeni ignores ‘the ability to pay' of the subject.

“Except where there is a systern of permanent settlement in vogim, the
assessments lack the element of certainty.

“The present system leads to more official tyranny and extortion than any
other system we can think of . . .. The time of payment of revenuwe is most
inconvenient for the cultivater.

“Approximately 20 per cent. of the revenue is spent on collection alene,
leaving aside the expenses of the administration."t

99. The fact that temporary settlements are based, among other things,
on prices for different periods obviously leads to a certain amount of inequality.
Is this avoidable?

100, 7 ‘The present income-iax law exempts incomes below Rs. 2,000 a
year, which is considered the subsistence level. Similarly there should be
an exemption limit in the case of agricultural incomes.” Is Rs. 2,000 3 year
the subsistence level? Is it practicable for a taxing officer to ascertain
whether an agriculturist’s income exceeds this or any limit? If such an
exemption from payment of land revenue were given, would not one effect
be to indiee the further fractionisation of holdings?

101. A suggestion has been made that a tax should be imposed on mutations
with a view to checking fractionisation. Would you approve of this? Is
there any other means of effecting such a check? '

102, §“In old countries newly discovered natural resources of high valges
should not be allowed to become private property, and in new countries
many natural resources, especially thase that are practically certain to increase
in value, should not be allowed to become private property except for a limited
and predetermined period.”” Would you apply this principle, for instance,
to waste land newly brought under an irrigation scheme?

103. In view of the various and anequal ways in which land revenue is
leviable within municipal limits in some provinces, would you advoeate tha
adoption of a uniform plan or the abandonment of that Geld of taxation
to the local authority?

104. How wounld you arrive at the comparative incidence of the land ravenma
in different provinces? Please give reasons.
The following are among the methods suggested— o
{1} to divide land revenue by total population of the provincs,
(2} to divide Iand revenue hy oceupied area,

* Pablic Finance, page 122, -

+ 8irdar Fulab Sineh, M.L.A., LL.A_ Debates, Volume 1V, Ko, 55, pages 375890,

% Paper read by Professor T, A Bhahsnlbeiore the dth Annusl Conference of the Indian Economi®
Associstion,

§ Dalton : Inequality of [necmes, puge 270,
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(3) to compare the assessment, where availahle, on soil units,

(4) to compare the percentage borne by assessment to rents or annual
value, :

(5) to compare the percentage borne by land revemue to gross or neb

produce.
"

105. The revenue derived from.minerals consists of—
(1) royalties on minerals removed from lands that are the property of
Government,
{2) income-iax on the royalties collected by zamindars and others on
mines situated on their properties,
(3) income-tax on the profits of the companies that work mines.

Do you consider that any further taxation should be imposed on the
exploitation of or trade in minerals, or the possession of mines? If so, of what
mature should it Lle? .

106. The services normally administered by local authorities are usually
«lassified in two categories, viz. :—

(a) nativnal or onerons;
(&) local or beneficial,

Do you agree generally that the maiu criterion for levying the taxes neces-
.sary for the services comprised in (a) is ability to pay, and for those comprised
in (#) the measure of the benefits received?

Mingrals,

Local Tamation.

107. Do the taxes incinded in schedule II to the Scheduled Taxes Rules

give safficient scope to local bodies, or would you prefer tu give them further
powers of taxation? Should the levy of any specified taxes be imperative?

108, Apart irom taxes earmarked for particular services of a purely local
character, the bulk of the revenues levied in India by rmunicipalities and
local boards is derived from taxes of ihres kinds, wiz., octroi {or.its alternative
the terminal tax), house and Iand tax, and land cess. To what extent are
these taxes satisfactory from an economic point of view? Do you consider
that any of these taxes should be discontinued? If so, by what tax or
taxes would you replace them ?

109. Please comment on the following criticism of the octroi duty :

**An octroi is in reality a local customs duaty, inconvenient, clumsy and
.costly in collection; its incidence is heavy upon the poor, since it is levied
mostly upon necessaries; it increases the cost of living, and the burden of
the tax is not distributed ir aoy degree in proportion to the benefits gained
by local expenditure'.*

Does the same criticism apply to the termimal tax in the form in which
it is usually leviéd in India?

It is alleged that the octrei duty is liable to be extensively svaded. Uan
you confirm or refute this allegation from your own experience?

110. What are the reasons which have operated to secure the retentiom of
-the octroi in parts of India for so long? Are they still operative?

11L. Toils have heen ahbnlished, save in a few exceptional cases, in most
European conntries. po you consider that there is any justification for their

_general maintenance in any part of India? If they are maintained, what
:ghould be the minimum limit of distance between one toll-gate and another?

112. Is it right that the house and land tax and the land cess should be
levied in whole or in part from the owner? Is the owner able to shift the
burden of the tax on to the occupier?

113. In England, where the rates are normally paid by the occupier, a
local authority has power to impose whatever rate may be necessary on the
annual value of land ard buildings, and in fact a rate exceeding 20 shillings
in the £ is not unknown. In India the amount of the land cesz and the
rate of tax on land and houses which may be imposed by local authorities
ia generally limited. Do you consider that there are good reasons for amch
dimitation? If so, what are they? Does the existence of this limitation tend

* Armitage Bmith : Priveiples and Mothods of Tazation, pags 176.-



Taxes wot at
present laviad in
India.

.« " 12

to compel local authoritiés to have recourse to other forms of taxation which
may be less defensible from an economic standpoint?

114. What is the limit of exermption from the honse tax in municipalities.
with which you are acquainted? Have you any comments to make on it?

115. What policy would you adopt in respect of the rating of land within.
municipal limits? Would you approve a policy of rating it on its undeveloped
value and of exemption of improvements?

116. What is your experience, if any, of the levy of (a) a profession tax,.
{8) a tax on companies, or (¢) a maovufacturing tax on cotton? 4

117. It has been generally recogmised that it is unreasonable to requira
that the funds necessary to finance a mational or onerous service in a given
local area should be raised entirely in that arep and that a proportion of the-
expense should be borne by the general tax-payer. The usval method of
sitaining this object is by means of grants-in-aid from general governmental
funds. On what principle do you consider that such grants should be given?
Should they be an unconditional contribution in genersl aid of local finances
or should they be earmarked for partienlar forms of expenditure! On what
basis should snch subsidies be calculated ?

118. The extent to which the Government providing the grant should
retain control over the expenditure of the grant by making the payment dependent
on the attainment of a minimum degree of efficiency in the administration of’
the service for which it is earmarked would seem to depend on the absence
or presence of a sufficient local stimulus to ensure a reasonable standard of
efficiency. Would you say that in India such a stimulus exists in the case
of such important services as education, sanitation and rcad maintenance?

119. A npumber of taxes which are levied in other countries snd not in-
India have already been referred to under the preceding questions. The
following are a few others :—Taxes on business profits, capital stock of
corporations, employers of labour, hotels, mines and transactions in capital’
and exchange. In the event of further revenues being required -to make up-
a reduction under other heads, do you advocate the introduction of any of these?

120. Please criticize the following alternative suggestions for filling any
deficiency that may arise throngh the abolition or reduction of existing taxes :—

(i'] J. C. Jack in the Economic Life of a Bengal District, pages 136-137 :
A universa] income-tax, embracing every income and varying with-
the size of the family,

(ii) Professor K. T. Shah in Sixty years of Indian Finance, pages 327 to
334 . Income-tax on agricultural incomes, snccession duoties, tobacto-
monopoly, registration fee on marriages, tax on housés, tax op
motor cars and other vehicles, tax on horses, servants and other
means of display, tax on betel leaf and areca nuts.

{iii) A member of the Indian Economic Association held at Patna, page 38 :-
A tax on dowries, to vary according to the size of the dowry.

(iv) Professor K. V. Rungaswami Ayyangar in the Proceedings of the-
Third Amnual Conference of the Indian JEconomie Association,

) pages 186-198: Income-tax on agricultural incdmes, tax on advertise-
ments, death duties, tax on patent medicines, and on luxuries such-
as race horses, motor cars, and costly imported articles of consump-
ticn, universa] inhabited house duty, and increment value duty.

(v) Vakil in Financisl Developments of Modern India,- pages 538-541:
Export duty on jute, 25 per cent. ad walorem, monopoly of shellac,
export duty on hides and skins, marriage duty ¢f one rupee by
each party. ‘

{vi) Bir Ganga Ram ‘Production versus Reduction’, page 51, “the land
revertue should be altogether abolished, substituting a produce tax
of onesixth of the value of each and every product of the land,
including cereals and live animals. This tax I would charge on
all such produce bronght to the railway station, whether it be-
for provincial consumption, for transfer from one provinee to
another, or for export to other countries, exempting only a cerfaim
local radius intended to cover home consumption,” i
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121. “As an object of taxation tobacco is, from a fiscal point of view, even Tobacods
more desirable than salt. It is widely used and the amount used by any cme
person is never very large, yet the aggregate revenus is large. There is in favour
of taxing tobavco the argument that it is not a uecessity, and that if the
tax leads to curtailment of consaumption, so much the better from the social
point of view. From an administrative point of view the tax on tobacco has
the advantage of being administered at very low cost.”*

Do you agree in the above statement of ‘the case?

122, The possible means of levying a tax on this articla may he summarised
as follows :—

(1} by impbsing an acre;ge daty on cultivation; .

(2) by requiring all tobscco locally grown qr imported to be sold to the
State, by which it is made up and sold at fixed prices;

{3) by entrosting similar functions of purchase and manufacture to a
company in which the State holds a preponderating share;

(8) by exercising a sitrict control over cultivation and allowing manm-
facture in bond; ‘ .

) {5) by coutrolling all dealings subsequent to th: imitial sale by the
- cultivator to the manufacturér and prohibiting sale except im
packages bearing a revenue stamp.

123, In view of the wide prevalence of cultivation both in British India,
as illustrated by Annexure L, and in the Indian States, is any of these
systems practicable in this country? Tf so, which of them do you prefer?

124. As regards control of cuitivation, the French sysiem eliminates the
petty cultivator by refusing Llicenses for less than a specified area. The .
English system apparently produces the same effect throogh means of roles
requiring bonds and the provision of =uitable curing premises. Would you
advocate the limitation of cultivation to areas in excess of a fixed minimum,
and, if so, by what means would yeu effect this purpose?

125. The produce per acre varies in a manner ‘unknown in more temperate
climates. In the event of an acreage duty being imposed, how would yon
get over the difficulty arising out of this circumstance? -

126. Would it be practicable to collect an acreage duty in Bengal without
.cmplpying a very large additional staff? :

127. Would it be pracjicable to prevent import from Indian States?

128 Would it be an appropriate way of securing the bringing of the leaf
into bond to wmpose an acreage duty which wonld be recoverable on production
of the receipt of the bonded warehouse?

129. Would you permit the cultivator te. grow a fived maximaom qun:tiﬁ
-for domestic purposes? S . T

130. Under a system®of manufacture in bond or on’ payment of duty, at
what stage of the preparation of the leaf should the tobacco grown be brought
40 account or assessed? How wonld you control operations from the cutting

of the crop to this stage? What would be the effect upon the cultivati
-of the imposition of such control? . vation

131. Would you adwocate the anising of a presnmptive charge with reference
to. the quantity of the raw material to be used in t}:l:e ma.nufuctur::l!

132. The rates of costoms duty on ecigars, cigareites, manufactured end
nnmanufactored tobacco and snuff, respéctivel}, are giv;n in Annexure Q;
If an excige were imposed upon local manufacture, at what retes would you
fix it on cigars, cigarettes, manufactored tobacco, biris and snufi? .

133. Specific duties are objected to on the ground that the regressive :
ad valorem duties on the ground that they give rise to avtsi{n:nW]ncI: class
ddo you favour in the case of tobacco, gigars and cigareties? -

¢ J. P, Jenwon : Problems of Publie Finance, pages 204-305.
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134. Aunnexures N and O illustrate the fluctuations of the imports and
exports of the different classes of tohacco under different rates of duty. To
what do you ascrtbe the ineresse in the imports of manufactured tobacco and
the decrease in the export of cigars? What would be the effect on the cigar
trade of your propusals, if any, for lacal taxation of wobacce¥

135. To what extent are Indiannade cigarettes made of Indian and imported.
tobacco, respectively 7 Would the imposition of an excise duty teed to handi-
cap a growing Indian industry? Would a heavy cduty on imports of manu-
factured tobacco be preferable ?

136. Would you advocate the prohibition of wholesale and retail sale except.
under license? If so, which of the following systems wonld you adopt :—

{a) to give contracts for monopoly of retail vend for fixed areas;
{&) to limit the number of licenses and seil them by auction; or
iy fc} to 1ssue licenses fo all applicants on payment of a moderate fixed fee?

Dxtic 137. Nearly all madern communitiss have taxes on property changing hands-
:'::":::_"NOF at death; and locul Governments, politicians and economists have made pro-

tos. posals for the introduction of such duties in India. Do you agrce thal, in
the event of new sources of taxation being vequired to replace old sources
that may be condemned, such duties should be among the first to be considered ?'

138. = ““Taxes of this kind may lLe oradvated on any of three principles;
they may vary with the size of the estate left, with the degree of relaticnship-
of those who inherit the property to the testator, or with the amount inherited’
by each individual heir.”” Would all or any of these methods be appropriate
to the civcumstances of India® If not, what method would wou suggest?

138, Do you agree with the following propositions?

(1) + “Taxes on inheritance ought ic be levied at unchanging rates in
order to secure equality in the distribution of their burden.’”

{2} 2" XNo personal tax can be administered with safety, facility and equity
unless it covers the whole of an economic community represented’
by a nation.”’

(3) § *“The most promising solution would seem to be in a system by
which all inheritance taxes should be Jevied amd collected by the
Federal Government, hut a distribution vf the revenue arranged -
hetween the Federal Government and the several States.”

140. A schedule of rates in force in different countries is attached as
Annexure P. Ilo you consider any of these appropriate to India?

141. The following ways have been suggested of meeting the difficulties-
arising out of the joint family system :—

(@) to apply the {ax to the share of the deceased;

{b) to tax the whole property of the family on the decease of each
managing member ;

{¢) to make an anmmal or periodical levy similar to that made in Europe
in the case of continuing corporatiqns, e.g., by the English Corpora-
tion Duty, or the mow repesled Increment Value Duty.

Do you vonsider any of these to be appropriate, or can you suggést- any other?

142, Do you accept the propesition “‘that in the case of the larger land-
holders the administrative difficulties occasioned by the absence of any
machinery for the ccllection of such a tax is insignificant as the law and
practice of succession is analogons to that of England, and a similar machinery
can be easily instituted to collect this item of revenue™!?

® Rohineon : Poblic Fipance, page 81, .
4 Ballock : Belected Readings in Public Finance, page 457,
t 8tamp : Fundsamental Principles of Taxation, page 21

§ Taussig : Principles of Econnmics, Yolume IT, page 535,
{| Bhah :  Bixty years of [ndian Finane -, page 338,
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143. As regurds the smaller proprietors, is the difficulty described in the
following passage one peculiar to India?

“There could be no great objection to the Succession Duty, lf_ very small
properties are exempied, say, those under Rs. 5,000 value. There is, however,
the plea, urged long ago by Sir James Stephen, that a succession duty in
India would operate most inequitably as, under the system of joint family
and joint ownership in the family property, the demise of the head of the
family in most instances’ would bLe an cccasion, not of addEtlonal strength
to the survivors, but rather of weakness, owing to the earning member of
the family being cut off, and the consequent difficulty of making the property
pay. As fav as this argument affecis the case of small proprietors, it s un-
answerable’ . * .

144, Presumably payment would be enforced primarily by invalidating
transfers of property by persons who-had not secured probate or a succession
certificate, Would it be practicable to enforce it in the case of moveable
property other than stocks Ind shares? How could a vuluation of other
property be secuared !

\
145. If you agree that the tax shouid be centrally controlied, what is
the most apprupriate agency for levying it

146. The tax in England is levied on all estates in excess of £100. What
wounld in your opinion be an appropriate exemption limit in the case cf India?

147. A memorandum is attached as Annexure § in which the law and Divisien of the
practice of Federal States in other parts of the world in respect of the Froceeds,
division of taxes lhetween the Federal and State Governmenis is stated, A
leading writer sums up the possthle plans under the following heads and
recommends a combination of the second, third and fourth.t Do vou consider
that this offers a suitable basis for a thecretically correct distribution?

(1) The taxes are aussessed Dby local authorities with additions for the
use of the Central Government.

(2) The tax is assessed by the Central authority with additions for local
putposes.

(3} The separation of the sources of revenue; that is, certain taxes are
utilised for central and others for local purpases.

{4) The division of the yield; that is, the revenues are collected by
the Central authorities, but a portion of the yield is assigned to
the localities.

{5} The sy¥siem of subventions or payments from the Central to the Local
Governments or from the Local to the Central Government.

148. When the Federal Government of the United Stales was dependent
almost entirely upon the customs revenue, it was found that it was faced
with “the dreary alternative of embarrassing surplus and embarrassing deficit’.}
. Is there a danger of a similar result arising out of the fact that the revenues

of dt.ba Central Government in Indin are largely dependent on fluctnations in
trade?

149. Is the present division, which proceeds entirely upon the basis of
separation of sources, equitable as betwoen provinces that are mainly com-
mercial and mainly agricultural, respectively ?

150. Is it practicable to arrive at
broadening the basis of division under
above suggested?

a more satisfactory distribution by
such a combination of methods as is

151. To take the question of separation of sources first, do vom consider
that the difference of systems and the close connection of the iand revenue
administration with the gensra] administrative arrangemeniz make it essential
that the land revenue should continue to be a provincisl sonrce of revenue?

Bhah : Bizty years of Indian Finance, page 328,
* Beligmar :  Kssays in Taxation, pages 86s o g,
4 Bulloek : Solscted Readings in Pablic Finanes, pags 722,



Mackisary of
Tamgtion,

16

152. * “First among taxes naturally and almost necessarily national are
taxes on sxports and imports, based upon intermational trade and national

markets and for this reason national in character.”

Do you accept the above reasoning?

153. When export duties are levied on goods that can be identified as the
produce of a particular provines, dc¢ you consider that there is a case for
allotting them to the province concerned?

154. Do similar considerations obtain in relation to excise! The Indian
excise system is peculiar in so far as the policy pusgeed of raising the duties
as high as they will go without giving rise to uncontrollable illicit practices
has led to the imposition of a large variety of different rates on couniry
spirits. The rates in the case of locally-made foreign liquor, opium and hemp
rugs, however, tend to equality, Would you advocate the reservationm to the
Central Government of a basic rate in each case subject to the right of the
Local Governments to add a provincial rate and to retain the proceeds of
the privilege of vend? .

155, If tobacco were made subject to taxatien, would you treat it in the
same way !

156. Income-tax and sunccession duties are generally regarded as taxes that

‘must be levied at uniform rates and centrally administered, becanse businesses

are not confined to single States, while varying rates are apt to cause transfers
of business to the localities where the tax is lightest. Do you accept this
reasoning’ Do you consider that a division of the proceeds is practicable?
If s0, on what principle should it be based?

157. Do similar considerations apply to duties on transactions levied through
starap duties? Would you draw a distinction in {his case between judicial
and non-judicial stamps?

158, Are there any other taxes io which you would apply any of the three
principles mentioned above? ‘

159, If you do not accept these principles, on what other lines of division
would yoa proceed? i

160. Do you agreo that local bodies “‘should rely primarily upon revenues
referable to the principle of benefits, such as special assessments and fees of
all kinds,...........upon the tax on real estate and cspecially upon land taxes;
and sc far as further revenues are needed............ upon additions to the income-
tax,”’+ which might take the form of a buginess or profession tax!?

161, Is the present system under which the District Boards rely principally
upon sarcharges upon the land revenue or a corresponding charge on annual
value satisfactory? Should any limit be imposed by law upon such surcharges?

162. In most states, the Central, Provincial and Local Governments are
not allowed to tax the property or transactions of ons another. Should this
principle be applied fo India? If not, can you distingnish any principles which
should regulate such taxation?

163. *“There are certain cases in which an agency eof whatever nature by
which a service is performed is certain, from the nature of the case, to
virtually single, in which a practical monopoly, with all the power it confers
of taxing the community, cannet be prevented from existing.’’S These con-
siderations apply to the Post Office, Telegraphs, Telephones, Irrigation, Eleciric
Power, Water Supply, Drainage, Gas and Electric Lighting. Do you advocate
Siate enterprise with the attendant power of taxation in such cases?

164. The services which are or have been mounopolised in other counfriea
include pawn shops and life insurance. Would you support monopolies of any
such services in India?

* Ameriegn Ecunm;lil.:. -Anacintinn—rﬂre;p&;t of ;h:commitue on Co-ordinstion in Taxstion, 1918,
+ Heligman ;: Essays in Taxation, page 877,
3 Milt: Principles of Poliieal Economy, Book Y., Chapter X1, paragrspb 11,
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165. Another class of monopolies eonsists of monopolies of articles, the
production or import of which is placed under State control for the purpose
of regulation. Of these Bastable writes as follows :—

“To place the manufactore of an article in the hands of the State s a
strong measure, to be justified ouly by very cogent reasonms; but where the
need of revenwe is great, this sacrifice of a particular business to secare
complete freedom for the others may be desivable. It camnot be disposed of
by an appeal to the principle of non-interferemce as a rule peremptorily binding
on the State. The real puinl to he aimed at is to secure the needed rcvenue
with the smallest amount of restriction, a result sometimes best attaiped
through monopoly.”* Annexure R gives a list of articles in respect of which
monopolies are in force in different countries. Ido you approve of the principls
of monopoly in the case of any of these articles?

166. The present administration of salt, opinm and hemp drugs in India
is based largely on maonopoly, while in the case of spirits, a monopoly of
wholesale supply is given where the contract supply system is in force,
Would vou rvecommend any extension of these features of the system?

167, The following statement sums up the result of experience in the
United States of America :—

“Conditions of administration are about as important as the rate of taxation
in determining the success or failure of property and income-taxes. Undes
a purely local system of administration there never was and never will b
4 generally satisfactory assessment of either incomes or preperty, for reasons
perfectly familiar to ws all. Central contyol of the process of ‘assessment
is necessary for the successful operation of either- a property or an income-tax,
and hardly more so for the one than for the other.””t

Do you think it is applicable mufatis mutandiz to conditions in India?

168. In the last century practically all taxation functions were combined
over a large part of India in the hands of the Land Revenue staff. Owing to
the advance of specialisation this staff now conducts very few such functions
other than those directly connected with the land. Are there any other
taxation functions which they could now undertake?! If not, is the staff
excessive for its present duties?

169. Prior to the Reforms combined staffs were employed on the administra-
tion of taxes which are now controlled by different Governments, as in
the case of Salt and Excise. Has the breaking up of these establishments
resulted in any decrease in efficiency or increase in expense? Js any new
combination possible : for instance, as between <the staff responsible for Salt,
Customs and minor ports?

170. Do any proposals for similar combinations arise from suggestions you
may have made in respect of the questions relating to the central administra-
tion and division of taxes?

171. Mr. Adams} wrote in relation to the Wisconsin income-tax : * The
greatest need of the tax system was a set of officers not dependent for the
retention of their offices upon the favonr of the people whom they assess.”
In Switzerland most of the cantons have provision for the revision of assesa-
ments by a special authority. In France§ all appointments are vested in the
Prefect subject to rules fixed by general statute. Even the officer who administers
the octroi in a manicipality is not appcinted by the inunicipal authority.
Similar central control is impgsed over the local administrations in Clermany.
Does your experience of administration of taxes by anthorities subordinate
to popular bodies confirm the experience of these democratic countries in regard
to the desirability of independence of electorates and central control?

* U'astable : Pnblic ¥inance, page 530.

+ Bnllock : Selected Beadiogs in Pubtic Finance, page 463,
1 Bullock : Selected Readings In Public Finaree, page 411,
§ Poincaré: Hew France is Governed, page 68,

Eullock : Belected Readinga in Public Finance, page 752,
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ANNEXURE A. (Question 1.)
I.—AGRICULTURAL STATISTICS,
(2) General.

Statistics of area and yield of the principal crops for every year are pub
lished by the Commercial Intelligence Department in tbe ‘Estimates of Area and
Yield of Principal Crops of India’, tables 4 to 17. Figures of area under
cultivation for both these and the remaining crops are published  annually
under the title of ‘Agricultural Statistics of India.’

2. Three factors go to make up the estimates :—

(i) the estimate of areas sown,
(i) the estimate of normal crop, and
(iti) the estimate of the crop for the year in terms of the normal crop.

3. The estimate of areas sown is baséd in the greater part of Madras,
Bombay and Sind, the United Provinces, the Punjab, the Central Provinces
and Berar, the North-West Frontier Province. Burma and Assam on cadastral
survey maps and the reports of village officials as to the areas sown with the
principal orops. These reports are in the majority of cases subjected to a
vertain amount of check by superior officers. In the Punjab ard Burma the
areas are based on the survey figures only in the districts in which the main
crops are largely grown; for the other districts the figures are based on rough
estimates prepared by the Directors of Agriculture.

4. In Bengal, Bihar and Orissa, about one-third of Madras, the hill tracts cf
the United Provinces, and Assam there is no accurate survey or reliable village
staff. In the first two areas the figures are supplied by the village policemen
to the police stations; in the others the estimate is based on the previous years'
figures, the state of the seasons and the figures for neighbouring areas.

5. As regards the estimate of normal outturn, there is no universal meaning
attached to this term which is variously interpreted as the most general
recurring crop, the typical crop of the area, the just ceturn to the cultivator,
the return under normal rainfall or the average over a series of years, The
standard is fixed in Madras, the United Provinces, Bengal, the Central Pro-
vinces, Burma, Assam, and the North-West Frontier Province on crop-cutting
experiments, which are made from year to year and reviewed every five years.
The last quinquennial report, published in 1924, shows that the results of the
experiments from 1816-17 to 1921-22 were far from reliable. In Bombay the
standard is based on local estimated of average yield and in Bihar on local
mformation.

6. The estimate of outiwrs is made by the village officers, who report the crop
of the year as representing so many annas mrore or less than the standard.
‘These estimates are the purest guesswork, and experience shows that the most
expert officers are liable to be greatly mistaken in making estimates of ihe
kind. These estimates have again to be corrected owing to the fact that
the number of annas taken as the normal crop is not the same in all areas.
To correct this error the normal iz taken as a hundred and the estimate is
converted into a percentage of this figure. This percentage, multiplied by the
area, multiplied by the normal outturn, gives the estimale of the yield. The
inaccuracy of the method pursued may be illustrated by the fact that in the
province of Bihar and Orissa it was found that the yield was higher than n
the adjoining provinces. When, however, the Bihar Government examined its
method of compilation, it was found that the yield wus really 30 per cent. less
than what had been reported. The mercantile community places little zon-
fidence in these statistics. In one province they are reported to add 25 per cent.
before utilising them. -

7. The following are two authoritative criticisms of these figures. A
Resolution of the Government of India in the Finance Department of the 24th
QOctober 1914, says :—

“For the immense areas of Bengal, Bihar and Orissa, for about one-third
of the Madras Presidency, for the hill tracts in the United Provinces and in
Assam—and, it may be added, for the Native States, which, though excluded
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by Mr. Datta, cannot legitimately be rulad out of acconnt—neither the area
ander cultivation nor the area under food grains is known with any accuracy;
and for such areas Mr. Datts had no alternative but to base his statistics of
cultivation on more or less arbitrary assumptions. Further, attempts to
estimate the total outturn of agricultural produce, even when the area 13
definitely ascertainable, are beset with insuperable difficuit.es. The normal
vields per acre, the foundation of all such estimates, are notoriously untrust-
worthy. These yields have been revised from time to time, 'Thers has been
sone revision even since Mr. Datta's report was written, but the figures are still
‘far from satisfactory. The remaining factor in the calculation, the percentage
of the yearly outturn to the normal, is a still more uncertain quaniity, resting
as it does on district returns, which are little more than loose conjectures,
vitiated in particular by a distinet bias in the direction of under-cstimation.
Finally, the whole mass of material, comprising elements of every degree of
validity, has to be reduced by a complicated process of averaging and weight-
ing, and it is evident from a study of the detailed results that here, too, con-
siderable further difficulty has been experienced and divergent methods
employed.””

* The Sugar Commiitee, which reported in 1920, made the following com-
ments on the compilation of statistics of area and yield of sugar cane:—

‘‘As regards the area under cultivation, the Committes accept the view
that figures of the area under cane are on the whole fairly accurate, except
in the tracts which have a permanent settlement. The area under cane n
Bihar and Orissa and Bergal, which stand third and fourth respectively
amongst the cane-growing provinces of India, is sufficiently large to make this a
matter of some importance. The Committee draw attention to the not in.
frequent discrepancies between the area under cane in each province as given
in the *‘Agricultural Statistics’” volume and the same area as given in the
“‘Area and Yield” volume,

“As regards the standard normal outturn, the figures given are very unsatis-
factory  and little reliance can be placed on them. The evidence which the
Committee received wis by no means such as to justify the fignres of yields
given for certain tracts.

““As regards the ‘anna estimate’, it is in the first instance framed in most
cases by the ‘“patwari’’, or village accountant, or an ¢fficial of similar standing.
Opinion is unanimous in regard to the reliability of the estimates so framed and
there is little donbt that the outturn of all crops in India is persistently under-
estimated, It has frequently been pointed out that the main reason for this is
the ingrained pessimism of the Indian cultivator and village official, as a resalt
of which it is very rarély that a normal crop is reported.

“It is doubtful whether non-official agencies are in a position to render as
great & measure of assistance in the compilation of the cane forecast as n
that of other commercial crops; but effort should be made to enlist the assist-
ance of factories and large and small landholders in the work of ecrop
reporting.”’

(B) Special Crops.

Tea.—The figures of production are based in the main ont reports received
from the gardens. Where no reports are made, estilcates are sent by the local
officers. The prices given are those realised at the annmal amction sales =t
Caleutta and the values declared at time of export.

The Report on the Production of Tea in India [Commercial Intelligence
Department) gives the following details :—

. Table.
(1)} Area under cultivation . . . . . . . 1
(23) Production of tea in India . . N . . 2
(3} Number of persona employed on tea plantatiors . 3
(4) Quantity of tea e parted . . . . . 4

(5} Avcrage value of Indian tea sold s suction sales in Calentta
and averaze declared values at time of export . . 17
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Cotton.—The *“Estimates of Area and Yield”” published annually (Commer-
¢ial Intelligence Department) contain an estimate of the cotton crop for each
year, This can be checked roughly by adding the amount of expoerts to that
of the home consumption and deducting the imports. An account of the
quantity consumed by the mills is published every year in the Report of the
Bombay Millowners' Association and an estimate of the consumption outside
the mills ts made ancually by the Bombay Cotton Trade Association, The
annual “Review of the Trade of India'’ contains the statisties of imports and
exports.

Rubher.—A special sopplement is published in *“The IndiansTrade Journal”
under the title of ““Rubber in India’’, and contains statistics based on
dala furnished by rubber planters.

Table No, 1 gives figures of area under rubber,

Table No. 2 gives statistics of the production (in lbs.) of dry rubber.
lable No. 3 is a detailed statement of area and production,

Table No. 5 gives statistics of raw rubber exported from British India,

Jute.—Estimates of the crop are published annually in the ‘“‘Ares and Yield
of Principal Crops".

Statistics of the consumption of jute in the mills are given on page 625 of
the *‘Statistical Abstract of British India, 1923,

The quantity of raw jute exported is published in the “Review of ihe
Trade of India".

The Indian Jute Mills Association publish an apnual report. The report for
the year 1922 gives the following siatistical statements about jute :-—

Staternent I gives figures of local consumption of raw jute.

Statement VII gives a coinparative statement of the forecast of
the jute crop and the actnal consumption for the years 1802-83
to 1921-22.

Statement XIV gives figures of cultivation and production of jute (in
bales of 400 Ibs.} for 27 years from 18961922

Coffee.—Data of the area under coffee and the production of the same ara:
given in the ‘Apricultural Statistics’ and in tables 1--3 in the supplement un
coffee to the ‘* Indian Trade Journal.” This supplement also gives the figures
for irports and exports. The data of area and production in the supplement are
compiled from the returns received from plantations in excess of 10 acres in
extent.

() Tive-stock.

The first general quinguennial census of cattle was taken in 1919-20, and
it has been continwed since then annually in some provinces and quinguennially
in the rest. The results, though betier than those obtained in the earlier
years, are not satisfactory, as the village authoriiies cannot be relied upon
for anything but very rough figures. Moreover, the methods of collecting the
Sigures which do not necessarily ensore simnltaneons computations in the varions
d:striets or include the animals in towns and cantonments in all cases, c¢an
Jead only to approximate results.

The Agricultural Statistics of British India, Volume I, 192122, contain
tables giving the following information :—

(1} Number of cattle—(a) per 100 acres of area‘sovlm, (&) per 100 of
population, province by province.

(2) Number of animals of various kinds in each province for a number of
Yyears.

(d) Forests,

Statistics regarding quantity and valae of forest produce are based on ihe
Forest Administration Reports published separately by each province,

.
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Imperial Forms 19 and 20 of the Reports in the following provinces contain
statistics of the total quantity and value of major produce like timber and fuel
and minor produce like bammboos, grass, etc., extracted from the forest :—

(1) Bengal.

(2} North-West Frontier.
{3) Baluchkistan.

{4) Ajmere-Merwara.

The reports for the following provinces contain statistics of guantity only in
case of timber and fuel, and of both quantity and value in case of minor pro-
duce as bamboos, grass, ele. 1—

{1} Burma—Imperial Forms 19 and 20

(2) United Provinces—Imperial Forms 19 and 26

(3) Punjab—Imperial Forms 19 and 20

{4) Bombay—Forms 63 and 64

(5) Madras—Forms 76 and 77

{6) Bihar and Orissa—Imperial Furms 19 and 26

¥7) Assam—Imperial Forms 19 and 20

(8) Central Provinces—Imperial Forms 19 and 20. .
The above statistics refer to the forest under the Forest Authorities. No

‘statistics are available regarding the forests administered otherwise or private
forests.

(e) Fishertes.

The reports of Government departments give only figures of the resulis of
isolated experiments ov of the sums realized by sale of fishery rights. The
only general source of information is the census report which, however, gives
only the number of people earning their living wholly by fishing in 1921 (table
19, Statistical Alstract).

1].—INDUSTRIAL STATISTICS,

(a) 1. Minerals.—The Statistical Abstract of British India (pages 65B-677;
contains statistics of production and value of the following minerals and of
the consumption of kerosene in India (excluding Burma) :—

8ait, Coal, Gold, Petroleum, Chromite, Copper ore, Diamonds, Graphite,
Tron wure, Jadestone, Iead, Magnesite, Manganese ore, Mica,
Monazite, Platinum. Rubies, Sapphires, Spinels, Saltpetre, Silver,
Tin ore, Wolfram, Zinc ore.

Other figures are available in the " Commercial Statistics of British India ',
bat they are not so accurate as those in the °“‘Statistical Abstract'.

The ‘““Records of the Geological Survey of India”’. Volume LIV, paragraph 2,
1922, contain the latest and more accurate statistics of the production and
value of the various minerals for the vears 1920 and 1921,

C'oal.—Returns of production are sent by the Managing Apents of the mines,
ander the Indian Mines Act, VIII of 1901, to the Chief Inspector of Mines,
who forwards them to the Commercial Intelligence Department. The ‘‘Report
of the Chief Inspector of Mines”’, 1923 (Appendix I, Table I), contains de-
tailed statistics about these mines. The figures are sopplemented by the
Director, Geological Survey of Fudia. who receives returms  from the local
authorities and fron the Political Agents regarding the non-Act mines and those
in the Indian States. For complete figures of production reference mav be
made to ““Mineral Production of India’”, published in the Record of the
Geological Survey and to the “'Quinquennial Review of the Mineral Production
of India”. published every five years by the same department, and to the
“‘Statistical Abstract of RBritish India’", page 658.

Information regarding consumption of coal is obtained from the Railway
Board, the Coal Transportation Officer, the Steamer Companies, the Port Trusts,

+



the mill owners, factory-owners and others. According to the ‘‘Commercial
Statistics’’ the ﬁgures can beg regarded only as very rough estimates (page xviii).
The same opinion is expreseed in the ‘‘Report on the Production and Consump-
tion of Coal in India’™, 1823 (supplement to the ‘‘Indian Trade Journal').

“The Seaborne and Railborne Trade Accounts’ (published by the Commer-
cial Intelligence Department) contain figures of the import and export of ceal.

The value of the coal produced is reported annually by the coal-mine owmers,
being the vailue at the momth of the pit.

The figures of capital invested in the coal lndush‘y can be found in the
Report of the Registrar of Joint Stock Companies.

The “‘Commercial Statistics of British India’ contain, among other things,
the following information about the coal industry :—

Table,

(1) The average valee per ton of conl extracted from the mines

in Lrdia . a2
{2) The nverage price per ton of Indla.n and Welsh coa] at

the porta of Calentts, Rowbay and Karachi . 33
(3) The average number of persors employed druly in the coal

mining indostry in India . 34
(41 The quantity snd raloe of the imports of forelgn coal 35
(o) Quantity of !ndian coal exported . . . . 36
(6) The conanmption of coal in India . . . 42

2. Cotton Mills.—The Bombay Millowners' Association Report, 1922, con-
tains statistics regarding the following features of the cotton industry :—

Page,
(1) Produclion and export of yarn . . . R . 3
{2) Consumption of cotton in the mills . . . . . 3
(3) Quantity and counts of yarn span . . . . 433— 4D
(4) Quantity and descriplion of woven goods . . . 441 — 449

The ¢ Commercial Statistics of British India ' contain statistics regarding
the fellowing features of the industry:—

Table 12—(a) Number of mills in existence.
(b) Authorised capital,
[fe) Persons smployed,
(d) Looms and spindles.

Table 19—Btatistics of excise duty realised from goods woven in the cotton
mills under the Cotton Duties Act, II of 1896.—These are compiled from special
official returns, which as regards the production of yarn and woven goods are
based on returps made by the millowners under the above Act.

The amount of capital invested in the cotton mills is available in the
“Report of the Registrar of Joint Stock Companies,” 1921-22. (Table 4.)

3. Jute Mille —The “Commercial Statistics of British Tadia’ contain

statislics regarding the following features of the jute imdustry which are

compiled fromr special returns received from local amthorities and also from
returns received direct from the managing agents of the mills.

Table 20-—(¢) Number of mills.
(&) Aunthorised capital.
(¢) Paid-up capital.
{d) Persons employed,
(¢) Looms and spindles.
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The figures of consumption of jute in mills are published in the “*Biatistical
Abstract of India”—page 625
The Indian Jute Mills Association’s report contains the following tables :—

Statement XII pgives movement of jute manufactores.

Staterent X1II gives jute mills in India. .

Statement XVIII gives the actual clearances of gunny cloth frem
Calcutta.

Statement XIX gives the actual clearances of jute fabrics from Calcutia.
4 Breweries and Distilleries—

Distilleries,

Number of private distilleries.—~This is given in Imperial Return No. T
in the Reports on the Excise Administration of the various provinces and alse
on page 631 of the Statistical Abstract for British Indis (Table 310).

The total issues from distilleries,—The number of proof gallons issued from
the distilleries is given in Imperial Return No. IV in the Reports on the
Excise Administratton of the various Provinces.

Breweries,

Number of Breweries—This is given in Imperial Return No. III in the
Reports on the Excise Administration of the various provinces and also on
page 631 of the Statistical Abstract for British India (Table 310).

Production m gallons.—This is given in Table 309 on page 627 of the
Statistical Abstract for British India.

5. Salt.—Besides the Administration Reports of the provincial Balt Depart-
ments, there is also a consolidated report for the provinces in Northern India
issued Ly the Northern Indis Ealt Revenue Department.

Statistical data concerning salt are also given in the Statistical Abstract for
British India and in the 'Salt’ supplemnents issued with the Indian Trade
Journal.

The quantity and value of sali produced in India are given in Table 72
on page 144 of the Statistical Abstract for British India.

Table 73 ({pages 147-151) in the Statistieal Abstract gives the amount of
Salt revenue and charges for the various provimces for the years 1910-11 to
1920-21, The salt available for consumption in the varions provinces is given
in Table T4 {on pages 150-151) of the Statistical Abstract for 1911—1921.  The
quantity of salt sold in each province is given in Table 75 (on pages 152-153)
of the Statistical Abstract for the years 19111621,

Rate (per maund) of duty and selling price of salt.—This is\given in Table
7% (on pages 154-155) of the Statistical Ahstract,

¢ Salt Statistics® supplement to the Indian Trade Journal, 1st February
1928.—Iu this sepplement the issues, imparts, exports and movements of salt
in india are given for all the provinces in India for the years 19111922 °

{b) Statistics of minar industries,

An estimate of the production of cotton cloth by handloom weavers.—An
estirate of the production of cotton cloth by handloom weavers is made in
paragraphs 8 to 13 (pages 94-95) and is illustrated in 6 statements (pages 95—101)
in Appendix I in the Appendices volume to the Report of the Indian
Industrial Commission.

The method adopted may be expresgsed in the following terms:—

Yarn imported plus yarn produced in Indisn mills minus varn exported
plus. yarn consumed by Indian mills i equal fo yarn available for handloom
weavers,
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(c) Returns of Companies floated, "

Jeint stock companies.—Statistics are compiled from the reports and returns

prepared by the Registrars of Joint Stock Companies under the Indian .Colm-

panies Act, the Indian Life Assurance Companies Act and the Provincial

Insurance Societies Act. and in some Indian States, under their respective
dcts. :

The annual ““Report on Joint Stock Companies” 1921-22  (Commercial
Intelligence Department) “contains the following statisties :—

Talle I.—Numher of companies working in ITndia and-their anthorised and
pard-up capital,

Tables 4 and 4-A.—XNumber and paid-up capif;al of companies of each
<lass at work in India from 1897 to 1922

Table 5.—~XNumher, description and capital of new companies registered.

Table 7.—Number, description and capital of companies incorporated else-
where than in India, hut working in India,

(e) Statiatics of Trade.

I'mports.—The value of imports of private merchandise into British India
by sea is given ip Table 215 of the Statistical Abstract for British India.

Table 21B of the Statistical Abstract gives information about the guantity
of imports of principal articles.

Table 4 (page 4] of the “Review of the Tirade of India” gives the value of
imports. .
Ezport:—The quantity of exports of priocipal articles of Indian produce

and manufactures is given in Table 222 of the Statistical Abstract, the value
of exports is given in Table 221.

The quantity and value of principal articles of exports arranged in the
order of their importance is given in Table 7 on page 45— “Review of the
Trade of India™.

Roilways,—The *Statistical Absivact of British India”, Table 202, gives num-
bers of passengers conveyed on the several railway systems in India.

Particulars aboat quantity of goods and minerals conveyed by the several
railways is given in Table 203, details of gross earnings are shown in Table 204
and Table 205 contains details of working expenses. The net earnings of the
several railways are given in Table 206.

The return of Inland Trade has been discontinued since 1921-22.

IIT.—8taTisTICS OF PRICES.

The following are the principal statistics published ;—

I. Fortnightly return of wholesale prices of 30 articles at 68 principal
markets published in the "Gazette of India.”’

II. Fortnightly return of reta:l prices of food grains and salt at district
headquarters published in Proviacial Gazettes.

ITL. Return of average annual wholesale prices of 25 articles in 92 prin-
cipal markets published in ‘Prices and Wages of India.’

IV. Return of prices of siaple articles of import at Calcutta and Bombay
and of staple articles of export at the five main ports published
in the 'Prices and Wages of India.’ o

V. Return of average annmal retail prices of food grains and salt at 23
selected markets published in the “Prices and Wages of India.”

The figures are collected in. Madras and Bombay by clerks in the offices of
the officers in charge of Tahsils, in the Central Provinces by the Kanungo, an-
intermediary between the Tahsil and the village officer, in the United Pro-
vinces, Punjsb and Burma by Bazaar Chaudhris and in Bengal and Bihar,
where there are no Tahsil officers, by petty subordinates,
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There are many difficulties attending the collection. ¥t is impossible to
secure anything like uniformity in reporting on such an article as ‘best rice'
or ‘second quality rice’ at a great variety of different times and places; the
moasuves in use vary from place to place, and errors are frequently made in
converting them to standard; there are sometimes reasons personal to the
reporting officer which affect the rveport, as when the return regulates the
price fo be paid for carts or to be received in the shape of compensatien for
dearness of grain and there is sometimes a reluctance to make s change, as
when a Tahsildar explained a totally incorrect entry by saying that the figure
had remained unchanged for eight vears and that he did not feel justified in
altering it.

It is not surprising in these circumstances that the figures will not bear the
teat of comparison with those for neighbouring districts or of the returns of
wholesale with those for retail price,

From a statement furnished by the Director-General of Commercial In-
telligence it was calculated that between 1897 and 1910 the retail prices of
rice given in the ‘Prices and Wages of India’ were actually lower than the
wholesale prices for the same place on 90 occasions, that is to say, 18 per cent.
-of the total quotations; for wheat on 105 occasions, 7.e., 22 per cent,. for
barley on 88 occisions, ie., 33 per cent., for jowar on 180 occasions, i.e.. 33
per cent., for bajra on 111 occasions, or 30 per cent., for ragi on 39 occasions,
te., 31 per cent,, for maize in 105 cases. ir.. 38 per cent., for grain in 106
cases, i.r,, 26 per cent., for arhar dal in 83 cases, i.r.. 20 per cent.

The Indian Sugar Committee commented on these returns in the following
terms :—

“*As regards the statistics of prices, the Committee hold that they were
completely unreliable. The unreliability of prices returned may be gauged from
the fact that at Meerut the prices of sugar show an increase of 200 per cent.
in 1908 over 1907. The difference between wholesale prices of imported sugar
m the same {wo years as recorded in the much more reliable Table 5 is less
than 10 per cent. at Caleutta and 8 per cent. at Bombav. Either the official
fignres are, therefore, wrong, or they refer to quite different things. The two
main defects of price statistics are :—

(i) Bufficient care is not taken to see thai the figures returned accord with
even approximate accuracy to the facts.

(ii) No care is taken to ascertain the exact nature and quality of the
products te which ghe reported facts relate. The result conse-
quently is confusion and inaccuracy.

1V, —Star1sTics oF INcoME.

(@) Income-tax Statistics.

Amount of Texes on Incomr and charges.—This is given in Table B7 (pages
178-79) for the various provinces for the years 191121 in the Statistical
Abstract for British India.

Details of Taxes on Income.—This 15 given in Table 88 (on page 180) for
the period 181121 in the Statistical Abstract.

Classification of the grades of Income-tax collecled in the vartous provinces
and the number of assessees in each grade.—This is givern in Return No. IV
of the Report on the Income-Tax Administration of the varions provinees.
Return No. V in those reports gives the same particulars for Super-tax.

Up till the year 1916-17 these returns showed also the trades and profes-
-sions of the assessees in each grade. Since 1917-183 these particulars have been
discontinued. 4

{b) Statiztics of Wage Earnera.

The statistical data about wages given in tables 19-22 of the ‘Prices and
Wages' in India were up to 1921-22 compiled from half-yearly returns received
from certain Indian States and Baluchistan, from annual returns received from
the Central Provinces, the Post Office, the State Railways, and certain work-
shops, husiness establishments, collieries and wmills, and from the reports of
the Quinguennial Wage Census held in the other Provinces.

Table 19 gives the range of the “monthly wages of able-bodied agriculiural
labourers, syces and village artisans in Baluchistan and certain Indian States.
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Table 20 gives the range of the wages for skilled and unskillied labourers
in urban apd rural areas of the Central Provinces. .

Table 21 gives the range of wages of skilied and unskilled labourers in the
urban and roral areas of the other provinces as reported in the Provincial
Wage Censures of 1811 and 1916, i

Table 22 gives the range of wages for the following ;—Postmen and postal
runners, the employees in some railways, the skilled and wunskilled labourers:
engaged on the Orissa Canals, the skilled and unskilled labourers in a paper
mill in Bengal, at the Murres Brewery, the employees of B. I. 5. N. Company
at Calcutta and Bombay, at the collieies in Bengal, at an Engineering work-
shop in Meernt, at the Army Boot Factory, Cawnpors, in the Petit Cotton
Mills, Bombay, in the cotton mills managed by Messrs. Binny and Company,
Madras, at the Salonah Tea Plantation, Assam, in some other tea gardens of
Assam, in a jute mill in Bengal and in a rice mill at Rangoon.

The statistics given in some of these tables were fourd to be so unreliable
that the compilation was abandoned after 1821-22. A proposal was then made
to conduct a wages census either upon the basis of mass production or on that
of family biidgets. After considerable discussion, however, this proposal was
also abandond as impracticable without expenditure that was at the time out
of the ouest on, and the actual outcome has heen a few isolated compilations
of family bielgets. It was also held that it was impossible to secure these
figures withort legislation, and a Bill on the subject is now before the Bombay
Legislative (onncil.

V.—VrraL StTaTismics. :

Tables 182 to 198, pages 372 to 420, Statistical Abstract for British India
from 1911-12 to 1920-21, show the births and deaths in the various provinces
acording to sex, town and country and community and cause of deaths, the
wumber of deaths from plagme, the number of hospitals and dispensaries and
the numbers of lunatics.

The follcwing observations are made in paragraph 12 on page 14 of the
?ensus of India (Volume I, Part I) about the Vital Statisties collected in
ndia '—

“The cumulative effect of the various health factors on the vitality of the
population is shown in the variations of the birth and death-rates, but before
making a use of the recorded vital statistics it will be well to form some esti-
mate of the accuracy and value of the records. The registration of vital statis-
tics is established throughout British India except in the more remete and
backward tracts, The system of collection differs in detail in different pro-
vinces. It is usually based on information of births and deaths recorded in
the village {often by the headman of the village}) and passed on periodically
to some local authoritv, usually the police by whom registers are maintained.
Extracts from these recisters are sent to the local officer who is responsible
for the records of puablic health, and by whom they are compiled for the
district and s0 eventually for the province. The information includes parti-
caiars of the births, including stillbirths, and death by sex and religion and
the ciassification of the deaths under certain categories of age and of disease.
The records hoth in the villages and in the local offices are periodically
checked by touring officers of variows departments. In municipal tewns the
regiattation of vital occurrences hy the house-holder is usuvally compulsory by
law, ang the registers are maintained by the municipal anthority, Owing
chiefly to carelessness in administration. the standard of accuracy is probably
not as high in the towns as in the rural areas.

“As a result of the various tests which have been made and of the weneral
experience of those who are in the best position to estimate the walue of these
records, the following propositions may perhaps be accepted :-— .

{1) In rurai areas the omissions in the record of numbers vary up to
about 20 per cent.
{2} The record of births is normally less accurate than that of deaths.
(3) In wrban areas the standard of accuracy varies greatly saccording
- to the atiention given bv the Incal authorities. Tt is usually lower
than in rural areas, byt it has been considerably improved of recent
years, e.g., in Poona and Ahmedoagar.
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{4} The records of the causes of mortality are defective.  Plague,
cholera and small-pox are now often fairly correctly recorded when
the epidemic is established. Other distinctions {e.g., deaths from.
respiratory diseases) are sometimes roughly made, but the bulk
of deaths, the specific cause of which is not recognised locally, are
ascribed to “‘fever”. Age categories are, outside & certain limit, a
matter of guess work, bat the errors are probably of the same kind
as those in the census tables.

{5) Except for progressive improvement in urban areas and occasional
break-downs during epidemics the errors are more or less constant.
from year to year."

ANNEXURE B. (Question 2.)

List of eatimates of wealth and income of India.

r

4 The yesr hfor Total 1“:3”9
P Arca dealt which the income A
Name of I'nblication. with. eatimate in crores ""Ii’!‘xta
wes made. o rupees. oo
- ( U R . R,
1. Poverty aud Un-British Rule  British Indis . 1867—1868 840 ¢ 20.
??817?) ia by Dadabhei Naorejfi| - |
2. Ficaneial Statement for 1882 . Ditto . 1881 525 ; 4
[
3. *Prosperons British India’by |  Ditto . 1898 429, 175
William }ighy, 1901. i - p
4. Financial Btrtement for 19011  Ditto . 1891 875 %
02 'Hize Excellency Lord. '
‘Curzen’s Speech on  the;
Budgeti. i
5. ‘Indu trial Decline of India’'| Whole of Indis 1911—1M2 | (a)LO78 .
by Dr. Balkrishus (1917:. | ib 539 2t
[ {€)431°2 16'5

8. * The Wealth of India’ by Pro- { Britigl India . 1913—1914 1210 |
fassors P, 4 Wadia and G. ‘
N. Joshi {i924). i
* 7 ‘Happy India’ by Amold| Dilto . 19191920 | 2,8545 14
Lapton (1922). i

’ 1900—1914% 1,166 K. 3

J- 14192 1832 585

8. ‘ Wealth and Tasable Capncity | Whole of India| 7 1900— 1922 1,580 445

of India ’ by Professor K. T. 1 (1921—-1922 2,364 74
Shah »nd Me. K J, Ebambata
1924} :

8. “The Scienceof Public Finance '| British India . §1921 2.508 107

by Findlay Shirrae (1924). 11927 2888 116

10. Dr. Slater’s Estimate, 1922¢ .| Madraa Prosi- 19191920 (21434 102

dency. (6)}475 112

*Annusl averages.

+Iasucd a5 a pamphlet of the Publicity Office, Madeas, and later published -in the-
Madras Y ar Book 1923, pogea 788 to 194,

[a) Gros« value of sgrienitoral produce.

i Neot value allowing x pur cent. of groas value for cost of produetiov.

{c} . " " "

{@! The non-ugrirnltora! income being taken at 40 per eent. of that from sgriculture
on the anthority of :911 Censue, which gives the number engaged in non-agricultural occn-
pations aa 40 per cent. of those rng ped ip agricultnre.

(e} The nnn-agrienltural income being calenlated at 50 per eent. of that from agricul--
tn:-e for purposee of comparicon with former enguiries which have caleslated it atthat.
rate,
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ANNEXURE C. (Question B.)

LIST OF INTENSIVE ENQUIRIES INTQ INCOMES OF PARTICULAR CLASSES.

4 —Warkers generally—
Mappas.—Mr. Gray's report on statistics of wages.
Bomeay.—Mr. Shirras’s report on working class badgets.

Appendix W to the Bombay Census Report, 1921, containing 6,000 family
budgets.

Burya.—Mr. Graham’s note on the occupations in the Mandalay district in
the 1921 Census Report.

Brasr.—Family budgets collected by members of the Patna College Chanakya
Bociety, 1910-13, .
AssaM.—Family budgets of different classes collected at the Censns  (1821).

BarvcEistan.—Family budgets collected at the Census (1921).

Il —Agriculturists—
Mapras.—Settlement reports of Bellary and Tanjore.
Rural Economics—Sir A. P. Patro.
‘Some South Indian Villages'—Slater. -

‘Economics of a Ceimbatore Village'—Article in Madras Agriculinzal Stu-
-dents” Journal,

Bompay.—Settlement reports.

Decennial reports on economic progress in rural areas.
“Agricultural Progress in Western Tndia—Keatinge.
‘Rural Economy in the Bombay Deccan’'—Keatinge.

Svcial and Economic Survey of a Konkan Village’—Ranade.
“Land and Labour m a Deccan Village''—Mann.

Report on the economic condition of certain villages in Sholapur and East
Khandesh by the Mamlatdar of Co-operative Societies.

Beport of the Kounkan Co-operative Enguiry Committee.
Enquiry into agricultural wages—Shirras.
Report of the Pardi Fconomic Enquiry Committee.

BexGaL.—Settlement veports of Faridpur, Mymensingh, Midnapur, Dacca,
Backerganj and Rajshahi.

‘Economic Life of a Bengal District’—Jack.

Enqguiry into the family budgets of agriculturists, now being conducted by
the Co-operative Department.

Tue Unitep ProviNces.—Settlement reports of Muzaffarnagar, Buland-
shahr, Shaharapnpur, Etawah, Fatehpur, Allahabad, Basti and Gorakhpur.

Article in the Indian Economic Journal by Mr. Dubey on the Food Pro-
blem (Vol. III, Part 1}.

Punias.—Settlement reports, .

Report on the Economic Survey of Bairampur—Hoshiarpur District.
‘The Land of the Five Rivers.’

‘Wealth and Welfare of the Punjal’—Calvert.

Articles in the Indian Economic Joyrnal by Mr. Darling on the Rise in
the rural standard of living in the Punjab. (Vol. V, Part I, pages 1--18.)

Also on Prosperity and Debt in the Punjab (Vol. IIY, Part 2.}
‘Economic Life of a Punjab Village."—Dr. Lucas.

‘Enquiry inte Agriculiural Mortgages'—Calvert.

Reparts of the Punjab Economic Enquiry Board.

‘Punjab Food Prices’—Prof. Myles,
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BuaMa.—Settlement reports.
Memorandum on the Material Condition of the People of Burma from 1912
to 1922,

Report on Indebtedness in the Irrawaddy Division by Mr. Clayton.

Report of an Inguiry into the Condition of Agricuitural Tenants and Labour
ers by Mr. Couper. :

Brear.—Settlement reports.

CentRAL PROVINCES.—Settlement reports,

Enguiries into Agricultural Incomes by Deputy Directors of Agriculture.

AssaM.—Settlement reports. .

Report of Special Enguiry imta the Hailakandi Flood Area.
Il —Industrial Labour—

INDiA—GENERAL— ¢ Indian Labour '—Dr. Broughton, ‘' Labour in Tndia '—Miss.
Kellman.

* Factory Labour in India.’—Dr. Rajanikanta Das.

Mapras.—Annual reports of the Commissioner of Labour.

Wages Census by the Commissioner of Labour.

Bompay.—Enquiry into the wages of Cotton Mill workers—Bhirras.

Burma.—Note on the Rice Mill industry.

IV —XMiddle Clagses—
Mapras..—Report of Salaries Committee. ;
BexgaL.--Repart of Bengal Unemployment Committee.
Punias.—Family budgets of clerks—Mrs. Caleb.
Burma.--Mr, McCallum’s Report on Local Allowances.

V.—Tea Guarden Labourers—
_Assam.—Report of the Assam Labour Enquiry Committee,

ANKEXURE D. (Questiox 21.}

Adam Smith.—""As he (the consumer} is at liberty too, either to buy or not:
to buy, as he pleases, it must be his own fault if he ever suffers any inconve-
nience from such taxes.'

Decker proposed a scheme for raising all the revenue by a single tax on
luxuries, of which he said :(—All persons tax themselves voluntarily, thand
which nothing can he easier or more equal, and an easy way of raising taxes will
always produce the most money and the fewest murmurs.’

Hunme—The best taxes are such as are levied upon consumptions, especially
those of luxury; because such taxes are least felt by the people. They seem,
in some measure, voluntary; since a man may choose how far he will use the
commodity which is taxed.”

Bentham.—' ‘To an indirect tax each man pays no more than he pleases

...... To a direct tax each man pays what the imposer of taxes pleases.

* * * Indirect taxation, as far as it will go, is therefore
preferable to direct.”

Dingley—""We have refrained from putting a tax in a direction where it
would be purely upon consumption, unless the consumption was of an article-
of voluntary consamption, so that the consumer might regulate his own tax,
following what is the acrepted rule of taxation in all countries.”

Harold Cox.—"Indirect-taxation is to a large extent voluntary.”

Armitage Smith.—''Such taxes become in a semse optional, aince any one
may refrain from consuming a taxed luxury.”

Mill said that Adam Smith’s statement was grounded on a fallacy becsuse
it involves ‘‘a sacrifice of his ({the tax-payer’s} own indulgences which wonld
:gnally make ap to bim for the same amount taken from him by direct taxa-
Hon, "
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Boncard end Jéze.—"It would be just as true to ssy that faxes on land
are not compulsory, since it is open to the owner of an estate to cease to be
owper’".

Bastable.—''A citizen can indeed escape a wine duty by not consuming wine.
That course, however, has the double disadvantage of depriving the State
«<f revenue and of diminishing his enjoyments.”

ANNEXURE E. (Question 33.)

Income-tax end Super-tax.

PRRCENTAGE OF INCOME TAEKEN IN TAXATION.
Income in sterling. England. [ !
- Indis. Austria. Fn?:)cc.

18] . W) !

" .| | n |
w . - gz | s
135 ... w1 26 22 | 9
150 A, 12 v 3 10
300 ) S : 28 44 '8
500 .. ¥z - 125 : 312 57 ' 44
1,000 A . | 188 | 4% s | s
2,000 N 89 b 135
5,000 .. s Cows | ous a8 . 205
10,000 38 {8 |, 146 378 340
5000 . o] ‘ ag9 | 471 470
100000 . . . 1 2 s | 399 sz s

LJ (8) T'ax for n married man with three childrep, with iuceme all *“ earned.”’

(b} 'l'ax fo- bach-lo- with incom. sll * inv: stment."
{c) T .x for a bachelor reckoried at current rates of exchnnge.

ANNEXURE F. (Quesiion 40.)

: Income-tar exemption limits,

United Kingdom.—The persomal allowance is £135 for a single person and
+225 for a married couple. )
Frence.—-For the schedular taxes the exemption limit varies from 1,500
francs for craftsmen, hawkers and fishermen to 6,000 francs for professional
-earnings, salaries snd wages. It also varies according to the locality, the

lim:t being higher in Paris than in the country.

For the supplementary tax the limit is 6,000 francs. .

Ftelgium.—The limit is 1,400 fr., if the income is earned, but persons below
the Bmit pay a fixed tax of 12 francs a year. For the supplementary tfax
the limit :s 2,100 fr. . ' :

Holland.—800 Florina=£66.

Henmark.—1.600 Krone (£64) in Copenhagen, 1400 in other towans and
1,200 in the country.

Austrig—About £42. )

ltaly.—1,200 lire (£48 dit par of exchange) or £12 at present rates.
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ANNEXURE G. (Question 53.)

Rates of 8alt Taxation abroad.

For the monopoly countries the rates of taxation are not available. The
following figures have been obtained by dividing the net profit of the monopoly
by the population—

Ttaly . R . . . . . Ba. 1-11-0 a head per annun.
Czecho-3lorakia . . . . . Rs. 1-140 s "
Austria . . . . . . Ra, 2-12.0 » ”
Hungary . . . - . . Re 140 -~ ,, ”
Japsn . . . . . . . Re. 0-4-0 ' 5

{Figue s basad on var of exchange.)

France . . . . 10 fr. per 10 : kilogrammes = Ra, 2-3-3 1 mannd.
Greece . . . 25 lepta per ocque=-Ra. {-0-0 a v.aund.
Switzerland, }

Figur. s not available.
(ermany

ANNEXURE G {1). (Question 60.)

Fregeh arrangements for denaturation of soit.

Agricultural salt.—Salt required for cattle food, preparation of manure or
improvement of the soil is free of tax if it has been denatured by one of the
prescribed methods. Salt must be sent to authorized depdts. Farmers can
only receive direct from the place of production new salt denatured or impure
salt undenatured, subject to the condition that the latter will he denatured Ly
a prescribed process. For the denaturing of new salt for agricultural purposes,
26 tormule ave recognized. Of these the following are a selection :—

For new salt—

1. Oileake . . . . . 200 kiloa to 1,000 kilos of salt,
2, Red peroxide of jron . .
Oileake .. . . . . 100 ) » »
3, Sluk.d lime . . . 251) » o
4. Plasgter . . . . . . 607
Faeecs or manure . . . lo0y 07 ”

For impure salt—

17 Faeces, soil or manure . . . 100 kilos to 100 kilos of salt.
2, Moist mangre . . 757

Earth . . 1250 ” ”»
3. Bran {moist) chaff or chopped straw . 1uvG

3 ¥

 Processes authorized for new salt may be used for impure salt, but not
vice versa. Salt for use in agriculture must consist of crystals that will aot
pass through a sieve of No. b gauge.

Denaturation must always be conducted under supervision at the cost of
‘the persons interested. It must be done at certain specified places such as
salt factories and customs houses, bunt special depdts may be authorised and
farmers may receive undenatured impure salt on condition that it is denatured
on arrival. In that case it is moved nnder permit.

There are two kinds of depdts—(1) those for the receipt of new salt 1o
be denatured, {2) those for salt already denatured. These ars under bond. - Salt
can only be taken to these depdts under permit. The depdts can only delivar
salt to farmers and the laifer must produce the certificate of the municipal
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authorities as to their occupation, and as to the quantity of salt which they
can reasonably require. Provisions exist for watching the transit of the dena-
tured salt to the comsignee, and for the taking of samples of the salt denatured
at the depdt.

ludustrial Salt.—8alt for industrial purposes is also allowed duty-free, if
denatured. Save by special permission only crystals measuring not more than
3 milimetres may lLe used. The place from which each industry may receive
salt is specified. Transport must Le under seal and Ly permit and dematuring
must take place in the presence of an officer of the department, at the expense
of the manufaclurer. Provision also exists for the taking of samples and
the inspection of the premises where manufacture and denaturing take place.
Defictencies in stock are liable to duty. Certain industries may receive salt
on condition that they denature it on arrival. These are given the choice of
several methods of denaturation, e.g., manufacturers of hyvdrochloric acid can
either (1} mix 10 per cent. of sulphuric acid, (2) empiy the salt inte sulphuric
acid vats, or {3) add 30 per cent. of bisulphate of  soda.

Other indusiries must only receive salt already  dematured. There are
three classes—

(1) those which may use any of the fonr gencral formulm. These are fg)
addition of 1 per cent. of erude naphthaline. (4} addition of 1 per
cent. of eefined naphthaline, (r) addition of ‘2 per cent. of coal tar,
{d} addition of -25 per cent. of wood tar;

These industries comprise aluminiem, cement, ink. paper, zinc. ete,

2y those industfies which may use only one of the four methods which
is specified for each industry. These comprise arjjficial ice factories,
margarine, fish curing and antimony, etc.;

3) those industries which have their own formule, which are specified
for each industry separately,
e.y.. Tanfing—addition of 1'2 per cent. of petroleum.
Chlorate of soda—addition of bichromate of soda solution.

Washing of rags'for paper manvfacture--addition of 33'3 per cent. of siaked
lime.

ANNEXURE H. ({Question 63.)

Rates of dutsi per proaf galloa of couniry spirit in force on lst April 1923 in-
different Provinces. '

Provinces. Rates of daties,

Madras . . . . . RBs, B-TD in - twenty.one districts.
Re, 13100 in five districts., From
Rs. 0-15-0 to Rs. 6 4.0 in ap cisl localities.

Bombay . . . . . Rs. 2.13-0 to Rs. 12-14.0, the average rate
being Rs. 8.7-0; the higher rates being in the
city and industrial areas,

Bengal . . . . . . Rs. 2-4-8 to Rs, 20-10-0; the higher rates
being in the city and industrial areas,
United Provinees . . . . Rs. B6-3-0 in the major portion of the

provioee, a special rate of Rs, 12-2.0 in Dehra
Dun and Lucknow and a few other places, and
lower rates of Rs, 2, Rs, 3and Rs. 4 in a few
tracts,

Borma . . . . . . Re 1-4-0 to Re. 13-12-0.

Asam . . . . . . Es.5.0%0

North-West Frontier . . . Not mawufactured in the rrovince.
Central Proviuces . . . . Ra 0-7.6 to Re, 12-5-0,
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ANNEXURE 1. (Question 72.}

Comparative table of tAs rates of duty in the different provincss of India sn 1932-28
Jor Ganja, Choras and Bhang.

Rures oF DOTY PrR BEER.
vaince e ’ - 7
Ganja. Charaa, Bkang.
Rs. a. P Es, A P Rs, a. P
Madras . . 20 0 O ! Not consumed 5 00
Hombey Presidency proper 22 8 0 50 0 0 '8 ¢ 0
bird . . s 20 60 0 50 0 0 2 80
Fengal . 20 © 0 30 00 1 00
Eiksr and Orisss 30 0 0 30 0 0 3 00
Acreage  duiy 10 0 ¢
* T aLTe.
United Provioces 3% 0 0 86 0 0 Transport duty 20 0 O
per wannd.
(Acreage duty 4 0
. | per acre.
Funjab . - +| Not consumed 40 O ¢ [{Import a0d6 0 O
| trauaport daty
‘ I_ per maund,
Contral  Proviness aud 2% 0 0 60 © 0 00
Berar.
Agsrm . . 20 0 90 ¢ 8 0
North-Wesi Frontier Pro- 24 0 0 0 2 &
vince,
ANNEXURE J. (Question 74.}
Bengs! and|  United . Ceniml
— Burma.!| Asmm. | ) ihar apd Pro- Poniab. Bombay.| Fro-  Madras.
Orines, vinces. i rinces,
o { L_H__
1.~1808-03. !
anhnber of Liquor| 1,680 09 52,008 10,518 1451 | 4,081 1,2«! 20,105
shops. .
Ares per shop (in 1i8 180'9 $ 11 &5 ars 13-a|‘ 49
tquare miles.)
Population per shop | 5,%96°3 { 16,940 2,354 sdore | Y3748 {48788 1,621 !1,311-4
Bengal.f B. & O,
11 —1908-23, (1980-31) (;990- (1980-81)
1}
Nx::her of Lignor| 1,020 336 | 3m38 | 6,07 ( 4,087 840 | 3,8 4,076‘L 16,043
pe.
Atea per ghop (in| 220l 1678 zi'l 101 a9 1849 438 24 ¥
square miles.)
Population per shop (12,0531 22,6376 18,8330 | 4,143 [ 5,000 | 98,956 | 6,868'6 | 3,116°0 l 2,543°7
VOLs L r
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ANREXURE K, (Question 87.)

Statement showing the fransacitons, elc, im connection wilh whickh fares, foes or
licenres are levied in countries olther than India.

Adverlisements .
Armorial Bearings
Auction Sales . .
Banking Traneactions
Betling . . .

Bicycles . . .
Club Subseriptions .
Entertainments® .

‘General laxes on turnover, recoipts, or
sales, or on commercial or industrial

transactions,

Irsarance . .

Motor carst .

Luxuries .

Kailway Travelling .

Safe Deposita .
Telegrams . .
Telepbones v .
Touriats .

Transport . .

Belgium, France, Germany, Italy
United Kingdom.

Fravce, Transvaal.

America, England, Japan, Switzerlaod,

Aastralia, Belginm, Cannda. France, Germany’
Italy, New Zealand, South Africa, Sweden,

Belgium. France, Greece, {taly, Switzerland.
United States of America.

Australia, Awetria, Belginm, Cauada, Egypt,
France, Germany, Italy, Japan, New Zealand,
Soulth Africa, United States of America,
Eagland.

American States (some), Austria, Belgium,
Canada, Czecho-Slovakia, France, Uermany,
Hui gary, ltaly, Japan, Jugo-Slavia, Mexico,
Philippines, Poland, Porlugs), lioumanis,
Spain, Tanganyika.

Argentine, Canada,

Belgium, Denmark, France, Japan, Norway,
Epain, Sweden, Switzerland United States,
England,

Crecho-Slovakia, Fraoce, Germany, Italy.

America, England, Japan, Switzerland and
Austris,

Spain. -
United States.

United States,

France, Italy,

Germany, United States.

* A tax of this kind is fevied in Bangal and Bombay,
¥ A tax of this kind is tevied in the Unitod Provincea and s Bill imposing ones has just been passed

in the Puojsh,
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ANNEXURE L, (Question 123.)

Statement of areae uuder Tobacco.

]
Total area

Province. i
i

a. der
tobacco.

Districis growing
under 2,000
ncres.

Districts growing
2,000~ 5,000
acrea,

DisTrICTE OVRE 5,000

District,

Area.

United Provinces,

1921-22.

Bibar and Orissa, *
194324, i

|
i
!

88,882

117.000

Dehra Dun.
Syharanpur.
Muzaffarnagar.
Muttra,
Bijnor,
Shahjahaopur,
Pilibbit.
Etawsh,
Cawnpore
Fatehpar.
Allnhabsd.
Banda
Hamirpor.
Jhunsi
Jalaun,
Beusres,
Mirzapar,
Jaunpur,
Ghazipur.
Ballin.
tiora-bpar.
Busti. "
azamgarh.
N&iu i.g";ul.
Luckiow,
Unao,

Rai Hareli.
Hardoi.
yzabad.
Gouda.
Bahr«ich.
Sultanpur,
Pariahgarh.
Bara Bauki.

Patoa.

Gays.
Shababad.
Saran.
Champaran.
Santsl Cargaoas,
bylasure.
Angul

P mgiu
Sambalpor,
Hazaribagh,
Ranchi.
Manbhom.
Singhbhum.

Meerat,
Agra
Mainpuri.
Bareilly.
Budaun
Morndabad.
Sitapur.
Eheri.

Bhagalpur

Etah .

i Darbhangs
Moughyr
Puries

| Cuttack

Ralandsbabr
Aligarh .

Farrokhabad

- i Mozaffarpar

5,233
7,081

11,864

27,3
25,
8,200

6,800

VOL. I.

D 2

»



Btatement of areos under Tobacco~ contd.

Total ares |Districts growing Districts growing | 1 TEICT3 OVER 5,000,
Provinee. usder noder 2,060 2,000—5,000 -
tobscco. acres. acres, District, Area,
'
Bombay, 1921-22 120,120 | Panch Mahals, | Abmedabsd. Kaira 43960
Sorat. . Broach. Satara . 9,168
West Khaundesh, | Hyderabud. Belgasm .| 37,554
Fapt Khindesh, ' Nawabshah,
Nasik, i Sukkur.
Ahmednagar, !
Poona.
Sholapur,
Bijapur, ,
Dbarwar, '
Earachi. I
Thar Parkar,
Larkara. ;
Upper Sind |
Frontier. i
t
|
Il
!
Paozjab, 1921-22. { 90,018 | Hissar, | Gurgaon, Jullundur ,| 6,548
Rohtak. Kar.al, Lahore 5,443
Ambals. | Hoshiarpur. Sialkot . 5,750
Simla. i Ludhiana Gl‘.tjﬂt . 6,617
Kangra, : Ferozepar.
Gurdaspar, | Amritsar,
Jhelum., | Gujranwala.
Rawalpindi. " Shekhupura.
Mianwali. ' Shahpur,
Muzaffargach., | Attock.
\ ¥ontzomery.
| Lyallpur,
i Jhaog.
Multan,
Dera Ghazi
i Khan
|
|
Asgam, 1931-22 | 10,768 | Cachar. fGt.‘mlptl-m Nil.
Sylhet. Kamrup.
Lushai Hills. ¢
Darrang.
Nowgong.
Sibengar.
Lakhimpur,
Garo Hills.
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Btatemsnt of areas under Tobacco--concld.

FDwtnch growing

Shwebo.

Total sres | Districts growing
Provinee, uoder under 2,600 2,000—5,000
tobaceo. acres, acres,
- «Cenlral Provinees,| 23,064 | Balaghat. Bilaspur,
1022-28, Saugor, Amrnoli,
Drug. Buldeana.
Damoh,
Raipur.
Jubbalpore.
Mandla.
Akola.
Seoni,
Narsipgpor. .
Hoshapghabad.
Yeotmal,
Nimar,
Bet.l,
Chind wara.
Wardha.
Nagpur.
Chauda.
1 Bhaudara.
‘Beng;], _1921-23, 298,100 04_Pargan“ Kadia.
Murshidabad, Khalna,
R Burdwan. Hooghly,
Bankura. Rajshabi.
Miduapar, Chittagoug.
Howrah, Tipperah.
Darjeeling, Chittagong Hill
i Bogra, Tracts,
Bakarganj.
Burma, 1821-23 .1 81,374 Akyab. Kyaukpyu.
Hxll Distriet of | S.ndoway,
Arakaon. ‘Tharrawaddy.
Insein, Bassein.
Prome. Maubin.
Myaungmya. Sagaing.
Ambherst. Mandalay.
Tavoy. Myingyan.
Mergui. we,
Katha. Minbu.
Lower Chindwin | Thaton.
Upper Chindwin,
Kyaukse,
Meiktila.
Yametbio,
Myitkyina.
Bhamo.

DigraicTs ovEe 5,000,

District. Ares,
Nil.
Jesaore . 9,600
Inpajpur .| 10,700
Jalpaigori .| 22,100,
Rangpur ., 176,000
FPabns . 5,400
i Malda . 6,000
Dacca 11 700
M ymenlmgh 23,600
Feridpar . 5,800
Pegu . 5,481
Thayetmyo . 9 075
Hen ada . 7.291
Pakokku 7 505
Toangoeo 7 ,196




Cigars ,
Cigarettes

’

ANNEXURE M. (Question 183.)

Tobacco—Rates of Customs Duliesin India.

- . +

Manuofactured tobacco .
Uhmanufactored tobacco

. 75 per cent, ad walorem,

. . . 75 per cent, ad ealorem,
.+ & Rs 240 perlh
. . . Re. 1 per Ib,

ANNEXURE N. (Question [34.}

Schedule showing the import duliss on Tobacco,

|
’ All other sorts
Tobaceo un- - "
Year, manufactared, Cigars. ‘ Cigarettes. m&f m¢
Balore 1910 , Free . . . | 5 per oent, . ‘ B per cont. . . ¢ per aent.
Ra. a. Es. a. . Bo. a, Ea. a,
In 190 . 1 8 perbb, .| 3 8 perfb, ., & Gper 1,000, f| 1 10 perlb,
P : plua thar 3 pe
1ba. per 1,000,
20 ., if more
' P:l:u 3 lba.
| petr 1,000.
W 1) ) BN 1 0 perlb, ,{ 110 perl. .' 3 3per 1,000, H| 1 2 perlb,
less than 3
. 1bs, per 1,000,
i
1 ¢ per Ib,, if more
than~ 8 Tos.
! per 1,000,
T T ©'1 0 perth, . |sapereest. . Gopereent. . L, | L 8perid.
» 1921 . 1 0 perlb. .] 75percent. , 75 percent. . «1 1 4dpexlb,
|
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ANNEXURE O. (Question 134.)

Statament almag the gquantity dnd volue of Tolbacco imparted into and ezported from,
India from [909-10 to 1922-28,

(In milliouns of 1bs, and lakhs of rapess.)

Otzxa Tosroco

Ul‘r{?l!ﬂ‘:fglullb. Craazs. Cikazgrrse. MANUFACTURED.
\
- E
Year, I . l .
Quantity # Valoe. ) Quantity,’! Valae. | Quantity., Value. | Quantity. Valoe,
| i
InrpoRTS,
1605-10 370 1Y n 39 808 (13 144 143
1210-11 -2 ‘ 4 08 7 r 364 ) 76
191112 16 | 18 8 84 14 51 ‘56 0's
1912-13 vy r4 07 33 & 52'8 64 1re
191314 2 . 18 08 34 150 555 ol 10e
191415 a8l 17 06 e 144 563 I
191616 SN 18 06 7 160 6 5% 18
191647 | 2 05 23 240 1031 F1] 178
1017-18 a8 53 04 24 £ 1434 85 [ &9
1918-19 *50 7 cd 21 109 1832 73 33
1B10-20 88 nl ‘o 8 433 1684 87 w5
1920-21 - w2 o &5 en| :es! @) w9
199124 106 169 0 2 274 1319 w8
102233 12 109 ) 2 va| sl 21'6
|
EXPORTS.

190810 1064 133 1'% s - 29 -4
w1011 1761 a3 18 13 - 39 ‘5
012 1648 I 276 149 4 ‘8 1 ) ‘8
01315 ig58 : 28 174 42 0 | "1 % ! ~5
191314 2788 , 318 re 164 0 3 36 ‘0
101416 s, 27 173 138 04 4 ! 4% ‘8
191616 sess | 909 156 126 ‘08 *5 48 !
191817 2724 ! 3 113 1071 31 38 42 L
01718 w358 1 101 50 &% 31 11
181818 6L a4 o ¥5 a7 24 "4 1
1916-20 2595 730 78 op 28 58 wn 3
1030-31 2381 8¥6 "56 7 ! 11 72 33
10122 3390 8l “+h 55 03 3 86 4
103233 2161 725 "33 &2 ‘08 5 108 54
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ANNEKURE P. (Question 140.)
Rates of Deathh Duiies in force in ofkar Counlries,

Usiter Kingpou.
Estate Duiy.
Eremption . . £100

Hatos— ,
£

00— 500 . . . « 1 per cent. of the value of the estat o ¢
500—1000 . 3.
1,000-5000 . . . 3,
5000--10,000 . . P
W,000-15000 . . ., 5
50,000—60,000 . . L1,
100,000 ~F10,000 . . . . 14
2:5,000--250,000 . . . . W,
2000,000 - 2,509,000 . . . . 40

Legacy Dutly and Seccesgion Duty.
Husband, wifo, child, or liteal descendant of child, father ot molher

or BnYy linea) ancesior . . - ., L per cent.
Brother or sister, lineal de('enda,nt of bro!.her or sisler . . . B »
Auy other person . . . . . . . .10
FRANCE.

Estate Duty.

Charged on capital value of whole estate, where deceased has left leas than
4 children.

Per cent.
3 2 1 Ne
children. children. child. ehild.
On the portion excecding 0 fr, and not excecding 2,000 25 30 1 3
2000 s 10,000 90 1 2" [
19,000 » i 50,000 ‘7 150 2 9
50,000 . ' 100060 1 2 . 4 12
100,000 . » 250,000 125 250 3 15
250,000 ” ” 500,000 160 350 650 18
09,000 . 1,000,000 225 425 -8 2
19,400,000 Ve . 0000000 440 9 18 3¢
Legacy Duty.
Charged on the legacy received, according to ten scales of relationship. '
On portions of legacy, 1st degree.  5th degree.  10th degree.
. ¥
0—2,000 . . . . 1 3 %
2,000 — 10,000 . . . . 2 4 T
1000050000 . . . . 3 5 29
300,000—1,000,000 - . . 7 “ 40
(10,000,000-50,000000 . . . . 15 17 56
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HoLLaND.

Charged on the separate legacies according to the following scale :—

Florins.

0—1,000
1,001 —2.000
2,001-5,007
5,001—10,000

Over 500,001

There are reductions when the heir has four or more childven living.

Chi

Lineal  Blood

Il@ren descen- relations Brothers

or dantz in  in direct
spouse.  secomd ascending sistors.

degree. line.
350 525 14 50
4 G 13
450 65 1350
5 750 16
B 12 19

BeLGIUM.

Exempt.

ar

18
19
20
21
27

Children
brothers bthero.

or

ziaters.

27

ELE

28

47

Buccessions in the direct line or to a surviving spouse not exceeding 2,00¢ frsncs.

All other successions not exceeding 2,000 francs.

Francs.

1=5,000 .
5,001—10,600
10,000—20 000
20 w00 50,00

1 millior - 2 million

.

3 million or over

Brothers
T Great
Direct, mlmu«: Uncles, ancles
lina, v!:'if.b ont nepbews. and great
obildzen. uephews.
140 360 600 700
. 160 | 3 720 540
80 7 840 980
2 8 60 1120
3 A3 1566 1820
540 25 b 35

Others.

14
12
14
18
%6
50

The duty is reduced by 2 per cent. for every child of the heir living at

time. of soccession.

N
2000 5000
Over 5,000

- 100,000
» 150,000

* Over 1,000
20,000
50,000

Yen,

JAPAN.

Succession Tax,

Lat geade.
Y
O
S
1

InAeritance Tax.

At %
. 20%,
-

2nd,

6%,
7%,
25%,
0%,

13%,
0%,
40%,

15%
35%,
40%,

5%,

the

508,
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ANNEXURE Q. (Question 147.)

DivisioN BETWEEN IMPERIAL, PROVINCIAL aND LoOCAL.

1. India is ab present a unitary state, but if the ideal to which its political
development is tending is that of a federal state, the problem of the distribution
of its revenues must be examined from this standpoint. It is proposed in the
first instance to survey the system of distribution in modern federal governments
with a view to ascertaining whether any general principles ¢an be traced, which
guide the distribution of tax revenues between the provincial and the federal
governments.

2. As & preliminary it is necessary to indicate, first, the difference between
the problem as presented in India and in other parts of the world; and secondly,
the difficulty of drawing general conclusions apart from a consideration of the
special circumstances of each federal state. nder the first head, the obvious
fact which presents itself is that, whereas the other federal stales bave been
formed by the union of separate political entities, in India, the process is the
reverse, the development of a federal out of a unitary siate. It is trme that
here qualifications must Le made., The component states of the United States
of America and of the three British federations had, previously to federation,
heen connected, by common subjection to the British Parliament. The provinces
of India had to some extent beionged to different political organizations prior to
the British rule.” But in the main it is irue to say that in the other federations
the component states surrendered certain of their sovereign powers in favour
of the federal state, while in India the process is the surrender of sovereign
powers by the central administration in favour of the component states. The
reasons for this difference is that, whereas in the other federations, the component
states, in order to strengthen their position in the world or to secure certain other
advaniages, decided to federate, in Ipdia the process has been more artificial.
The surrender of powers in favour of the provinces is an essential part in the
process for which the constitutional reforms provide.

3. In the second place, amy attempt to generalize from the facts of existing
federations is unsafe without a realization of the fact that the relations between
the federal and the provincial governments are affected to a large extent by
the history of the component states prior to federation, by the motives which have
led 1o federation and by the homogeneity or otherwise of the population. Where,
a3 in Switzerfand, the component parts have, pefore federaiion, developed strony
characteristics of their own, they will tend to be jealous of surrendering more
than is absolutely necessary to the federal government, Again, as in Germany,
where one of the compouent states greatly exceeds the others in power, it may
tend to absorb them into something approaching a unitary state, especially when
external dangers emphasize the necessity for closer union. Where, again, .there
is little difference in race and character between the component siates, as in
Australia, there may, especially when communications improve, be a development
imlc a true umitary state, the proviocial governments relapsing into the position
of local anthorities, It i1s obvious that the form of federation into which India
might develop would be profoundly affected by the extent to which the country
was threatened by external dangers and also by the degree of industrial and
commercial development which it might attain, A federation of stationary agri-
caltural states might be content witg a system. which in a highly industrialized
community would be unworkable.

Australia.

4 Of the three British federations the Commonwealth of Australia exhibiis
the largest degree of provincial autonomy. When the Commonwealth of Australia
Bill was introduced 1t was stated in %arliament that the rights of the states
bad been jealously guarded because they had enjoyed an independent existence
for a long time prior to federation. In the field of taxation especially, there
is a good deal of concurrent jurisdiction. ¥

The consolidated revenue of the Commonwealth in 192122 amounted to nearly
£65 millions. while the consolidated revenune of all the states amounted to £85
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millons, of which £7 millions was Commonwesalth subsidy. The states’ com—

solidated revenue may be analyzed as follows :—

Tuxation .

20-96 per cent.

Per cent.

Receipts from Public Works and services, chiefiy railways . 5780

Land, i.e., sale und lease of public land
Sabsidy . . . . . .
Miecellanzons . . . . . .

The expenditure of the states was as follows :—

Public debt . . . . ..

Railways (working expenses) . .
Justice . . . . . -
Pelice . . . . . .
Prisons B . . . B .
Eduration . . . . .
Medical . , . . . .
Other exjenditure . -, . . .

It should be moted that 5230 per cent. of the loan

railways,

The revenue of the Commonwealth was as follows :—

Tazation . N . £496 million
Public works and services . @5,
Other revenune . . . 56 ,,

The expenditure was—

Public debl . . . . .
Past office | . . . . .
Defence . . . N
Works N B .

564
826
73

Per cent,

. 2374
N . 3785

124
. . 204
R . 34
. . 9-61
. B 032
. . 1896

——

expedditure relates to.

Per cent.
. . 76
. . 14
10

14 million.

3 bl
4! »
2,

The relative importance of the states’ finances is exaggeraled by the fact that

the states manage almost the whole of the railways.

If the railway finance

(warking expeuszs, half of tle public debt charges, and railway revenue) is
deducted. the provincial revenue and expenditure are in ihe neighbourhood of
£42 mitlions, and if the subsidies are deducted, the revemue is just over half

of the Commonwealth revenue,

In the sphere of taxation the importance of the Commonwesalth is far greater

than that of states. In 192223 the former raised im taxation ibe sum o
millions, as against £18) millons raised by the states.

The sources of Commonwealth taxation are :—

Castenis . . ' . . .
Excise . R . . .
Land tax . . . . . .
Estate duty . . . . . .
Incometax . . . . . .
Entertainments tax . .

War profits tax . . . .

£494

£, (000)

. . 17328
. . 10802
2,284

.. 891
.. 1800
. . G5

1,300
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‘While those of State taxes are—

£, (000)
Probate and succeesion . . . . . . . 2,244
Other stamp duties . . . . . . . 3,241
Land tac . . . . . . . . . 1,158
Income-tax . . . . . . . . . 9,543
Licenses . . . . . . . . - 732
Other taxes . . . . . . e . 90

It will be noticed (1) that all the direct taxes are levied both by the Com-
monwealth and the States, the total collected by the former being rather larger
than the total collected by the latter, {2) that, with the possible exception of
stamp duties, all indirect taxation is taken by the Commonwealth.

The rates of snccession duties and income-tax differ widely in the different
states. It seeems that the financial system, as hetween the Commonwealth and
the States, has not worked satisfactorily. In 1923 a conference was held between
the Commonwealth and Biate Ministers with the object of terminating the sebsidy
‘system and of simplifying the taxation systems. Tpe first proposal was to divide
the field of income-tax, the Commonwealth vacating the field of taxation of
incomes below £2,000, and discontinuing the payment of subsidies. This was
not, accepted by the States, who wished to appropriate the whole of the income-
tax. Ultimately the majority of the States accepted a modified scheme, under
which the Commonwealth retained only the right to tax companies up o a
maximum limit of 25. 6d. in the pound. Pending the introduction of the
scheme, it was arranged that the State Taxation Officers should collect both tha
state and federal income-taxes, except where the income is derived from more
than one state.

'

Canada,

5. In Canada the constitution defines the spheres of the provincial governments
and leaves all other powers to the federal government. Under section 92 of the
<constitution the following among other subjects are assigned to the provinces.

(1) direct taxation within the province for provincial purposes;
(2) public lands belonging to the province;

(3) prisons and hospitals;

(4) municipal institutions ;

{56} licenses for the purpose of revenue;

(6) local works;

{7} administration of justice (but not criminal procedure].

The Central Government may raise money by any mode of taxation, and
may tax the same subjects as the provinees, though it does not appear to have
-done so. The regulation of trade and commerce is an exclusively federal matter.

At the time of federation, the central government took the customs and
excise duties, while the provincial lands and mines were assigned to the provinces
in which they were situated. The provincial delits were assumed by the Central
Government. A yearly subsidy was provided by Canada, being 80,000 dollars
in the case of Ontario, 70,000 for Quebec, efc. [p addition, a subsidy equal to
80 cents per head of the population up to a namber of 400,000 was made.
By the Act of 1907 the subsidies were revised and the limit of 400,000 was raised
to 2,800,000, the grant per head for population above this figure being fixed
at 60 cents. Up to the war the federal government depended mainly on indirect
taxation, while the provinces imposed eorporation and estate taxes and succession
duties. During the war the federal government resorted to direct taxation. Im
1616 a Business Profits War tax was imposed, in 1917 an Income-tax, and in
1920 a Sales tax. By 1923 these new taxes exceeded the customs and excise
-duties in their produce.
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In 1921 the relative financial position of the provinces and the federal govern-
ment was as follows :—
(1) All provinces—
{In wmillicns of

dollars.)
CMief items of Revenue,
Subeidice . . . . 139
l.ands, mines and forests . . . . . . 48
Fees . . . . . . . 58
Sucres-ion duties . . . . . . . . 83
Corporation taxes . . . - . . 183
Licevses . . . . . . - 142
Total revenue 102, of which 46 per cont. was taxation.
Chief stems of Expenditure.
Debt 1harges . . . . . . . . . 207
Edu ation N N . . N . . . 2004
Poblic works . . . . f . . . 163
Civi) Guvernmesnt and Legiclation . . . . . 1os
Jaslie . . . . . . . 79
Hospitals . . . - . . . . . 88
Agriculture . . . . . . . . . 83
Total expenditare . . . . 102
(2) Federal Government—
Chisf items of Revenue.
Customs . . . . . . . . 1632
Excise . . . . . . . . . 371
Whar tases (f.e,, income and sales taxes) . . . . 164
Post office . . . . . . . . . 287
" Total revenue . . . . 4344
Chief items of Expenditure.

Defence . . . . . . . . 145
Civil Goverument . . . . . . . 1t

Inferest anud debt . . . . . . . . 1396
Justive . . . 2

Police . . . . . . 39
Pensions . . . - - . . . . ars
Post office . . . . . . . . . 227
Public Works . . . . . . . . 108
Railwaye . . . . . . . . 11'B
Subsidies . . . . . . . . s
Agriealture . . . . - . . . . b4

Total expevditare . . . . skl

South Africa.

6. In the latest of the British federations, the Union of South Africa, the
functions of the provinces are more circumscribed. These organizations have
po Parliaments, but only Provincial Couocils, and they pass ordinances, not
Jaws. Under the British South Africa Act, 1909, the Provincial Councils bave
the following main legisiative powers;

Direct taxation for provincial purposes.
Education, other than higher education,
Apriculture.

Hospitals.

Municipal institutions.

Local works, otber than rajlways and harbours.
Markets and ponnds.

Gome preservation.
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Up to the year 1913 the srovincas had no revenues of their own, and ther
-expenditure was met by subsidies from the Union Government. By the Financial
Relations Act 10 of 1913 the following sources of revenue were transferred, with
Ppowers of legislation : .
Hospital fees, and education fees; totalizator duties, auction dues; dog,
game and profession licenses; liquor licenses.

Subsequent Financial Relations Acts have transferred, among other matters,
the Iollowing :
Libraries and museums; poor velief; shop hours; licensing of vehicles om
provincial roads, betting, racing and amusements.

The total revenue of all the provinces in 1921.22 excluding subsidies was
£3,738,150 ; while the subsidies amounted to £4,681,998. The expenditure of
the provinces may be classified as follows :—

General pdministration . - . . . . perceni
Education . . . . . . LT,
Hospitals and poor relief . . . S 1) .
Roads and bridges . . . - . 10, L

The revenue of the Union in the same year was £28,884,270. This excludes
the railway revenue, which forms a separate fund. The main heads of Union
-expenditure were in :—

£, {00)
General government . . . . . 3,408
Law, order and defence . . . . . . 6,185 .
Lands and agriculture . . . . . . . 1,676
Posts and telegraphs . . . 1,302
Public debt . . . . 7,786
Public henlth . . . . . . 8BGO
Puobilie works . . . . . . . . 819

The taxation revenue of the provinces is derived from a nember of simple
-direct taxes. Those common to all provinces are—

Transfer duty—a tax on sales of real property,
Liquor licenses,

Licenses, general,

Entertainments tax.

Those found in one or other of the provinces are—

Native pass fees,

‘Fotalizator tax,

Auction dues,

Poll tax, i
Wheel tax, :

Companies tax.

All the main taxes are levied by the Union, such as customs, excise, income-
tax, estate and snccession taxes, stanp duties, licenses and native taxes, and
land revenue.

The subsidy system in South Africa appears o hLave led to inefficiency in
the administration. The first settlement, that of 1913, proceeded on ihe basis
-of allotting certain reveoues to the provinces and of making a grant equal to
-one-half of the pormal aonual expenditure. A Committee wﬁich was appointed
in 1922 reported that the payment of subsidies on this basis was unsound and
in particular had led to an unnecessary increase of expenditure on education. The
taxes in the shape of auction dues, poll tax, trade and occupation licenses,
company tax and employers’ tax were not suitable 1o provinces. Provineces shonld
be given complete control of transfer duties, Hquor licenses, motor taxes, wheel
taxes, iolalizator and beiting taxes and immovable property tax. The Union
subsidy should take the form of a grant-in-aid for education, fixed according
to the number of pupils. - The Committee recommended that trade and occupation
licenses should be vniform througheut the Union.

It seems that a Bouth African province has a very limited scope and is little

more than a local authority on a large scale. Its powers bear a st
40 those of a District Board in India. . Fo strong reserblance
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Switzerland.

- 7. In the Bwiss vonstitation, the determining factor is the fact that the
cantons were organized political bodies long before they joined in a federation.
Similarly, in some cases at least, the communes, which make up the cantons, have
an independent exislence and are not merely local organs of the cantens. Thus
in some communes where the public property is considerable, persons have to
obtain permission and sometinies to pay a sum of money before they can become
members of the commune.

This factor has resnlled in the comparative weakness of the federation
vie & ris the cantons and considerable jealousy of any encroachment on the
cantonal sphere of taxation.

Before the war, 84 per cent. of the federal revenue was derived from (a} state
property, (&) customs duties, {c) balf of the tax payable by persons exempt

The cantons took all direct taxes, and a number of

indirect taxes also. The following table indicates the main sources of cantonal

revenue ;n 1913 in

millions of francs.

- Direct taxes.

Indirect, incloding
succedrion doties,

63

|
!
|
|
g

Share of federal Suhsidies
taxes, [ {ordinacy).
24

|
12 I
i

When the war broke out, the Federal Government was faced with heavy

expenditure over mobilization.

To meet this, it imposed a temporary war tax

on property and income, to be levied by the cantons, which retained a share of

the proceeds and
used in support o
theory of federal

in the direction of federal contributions to the cantons.
10 levy a high contribution would dislocate cantonal finances.

¢

aid the balance into the Federal Treasury. The arguments
this measure are interesting from the point of view of the

taxation, Section 42 of the Swiss constitution provides that
m times of emergency, the cantons should contribute to the expenses of the
Federation acecording to a prescribed scale.
President of the Council of Ministers explained that to levy such a contribution
wonld be entirely contrafy to the eustom of the constitution,' which had tended

In introducing the measure the

Moreover an attempt
Consequently it

was thought desirable to amend the constitution and impose a federal direct

war tax.

This measure was foilowed by a federal war profits tax, a second levy of war
tax, and finally by an increase in stamp and customs duties.

The cantons appear to have retained about 20 per cent. of the war tax.

During the war the socialists attempted to enact a permanent federal income-
tax. This was defeated, apparently because the cantons regarded it as an

Later on, proposals were made for
internal excise duties, but these too were not accepted.

By 1922 the sources of cantonal revenae in millions of francs were as follows :—
/

-encroachment on their sphere of taxation.

Share of federal

. 1 . Subsidies E i
axes, . straordinary
Direct taxes i Indivect | taxes, | (ordinar,), subsidies,
: ’ -
| |
174 ! 48 i 59 7
: K
The subsidies are all for specific ohj_ecf_q sach as roads, forest 1
public health, education, etc. The extra:)rdinary snbsitiies :el;i’ E;%ultn;:;
measures of unemployment relief and reduction in the cost of living, ’vl'hero
appesr to be no general subsidies in the Swiss system. It may be sarmised.
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from this fact and from the system of collection and administration of the war
taxes that, outside the military and customs organizations, the Federation has
no machinery for taxation and general administration and i3 therefore obliged
to use the cantonal organization. The subsidy system spems te be merely the
means by which a portion of the lump sum derived from cmstoms is apportioned
and devoted to specific branches of the adminisiration.

For purposes of comparison the federal revenue (1922) in millions of framcs
is here quoted :— -

Direct taxes, Indirect taxes, Other receipts.

108-1 188-1 214-3

8 It is now possible to make a comparson between the relative position of
states in these federations and of provinces in India. They are compared from
the point of view of the scales of iheir revenue and expenditure and also of
their importance as taxing authorities. The following are excluded : (1) rail-
ways aid other commercial services and (2) expenditure on defence. It will be
seen that the powers of taxation enjoyed by Indian provinces far exceed the
powers enjoyed by states and provinces in the Dominions.

COoMPARISON OF FEDERAL AND STATE GOVERNMENTS TN 1921-22,

Revenue and EBxzpenditure are stated in millions of pounds converted at pur of

exchange.
SourR . SWITZEZR- - .
AUSTRALIA.: CANADA. AFRICA. | LAND. INDIA.
= T ‘ N
E= ' l : i I
— S ! . i .
B s 1 = ! ’ . =
= o ' 9 S o -_ e
E 4| 5 3 slsigig13 12
E S E1% 2|8 'E &%
[+ =] : =
S 5 2 EF S| & EIEVE I £
1 1 i I
1. Expeaditure L 516 42 642, 211 208 | 84126 5 2190 26 558%
t : | : 1
2. Rcvenne . v 53 42 837 211 208 84t 136 ‘ w3 ' 60-9% 587
i !
3. Percentage of total %30 270 | 900, 10'0! 800 200 540/ 460 520 1 490
taxation levied. ! I | i |

Nore.—Revenue from commercial undertakings and expenditure on commercial
undertakings and defence have been excluded.

*Exciuding contributions.

Q. Principles to -be deduced from exizting federal system.—It may be said
that, leaving aside the motive of defence, no motive has exercised more influence
on bringing about federation than the desire to free trade and business from
artificial restraints over as large an area as possible. The necessity for uniformity
in all matters affecting trade and the abolition of internal restraints on trade
runs through the constitution of the United States of America and entails con-
sequences in the matter of restriction of state freedom which would be considered
extraordinary in India. In Australia the question of a uniform customs tarnff
for all the colouies was mooted in the middle of the 19th century. The difficulties
which different rates of duties in the states imposed on commerce was the main
comsideration which forced the question of federation to the front, and the
martter is prominent among the financial clauses of the constitution. Thus, section
86—'“on the establishment of the Commonwealth the cclilestion and control of
duties of customs and excise and the control of the payment of bounties shall
pass to the Executive Government of the Commonwealth . Section 88— Uniform
duties of customs shall be imposed within two years after the establishment of
the Commonwealth *'. Section 90— On the imposition of wuniform duties of
castoms the power of the Parliament to impose duties of customs and of excise
and to grant bounties on the production or export of goods shall become exclu-
sive '’, The same emphasis is laid on this matter in Canada and South Africa,
ez well as in Switzerland and Germany. It may, therefore, be laid down that
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a eardinal feature of all federal conatitntions is that only the Federal Governmens
may deal with the main items of taxation which affect general trade and industry
and that in no federation may the component States levy duties either of
eustoms or excise. It may be noticed that in South Africa, while professional
and trade licenses are an important soorce of provincial revenue, those affecting
trads in its wider aspects are reserved for the Union. The general principle
appears to be that {in indirect taxation), the provinces may impose such indirect
taxes only as do not afiect general trade and commerce.

In the field of direct taxation the position is not so clear. Before the war
most of the Federal Governments did mot resort in any large degree to direct
taxation, since ‘their revennes from indirect taxation were sufficient for their
needs. But the most prominent feature of federal finance during the last decade
has been the manner in which all federal governments have been driven into
taking the principal part in the taxation ef incomes, either on account of urgent
need for fresh resources or by reason of the difficulty of administering a persomal
income-tax over any area smaller than that of a whaole country, Switzerland,
€anada, South Africa, Australia and the United States of America were all
sompelled to introduce federal income-taxes during the war. In the United
Btates of America indeed the ground had been prepared before the war during
the long movement which led up to the passing of the Sixteenth Amendment.
Here it was the defects of the existing system of taxation and the impossibility
of taxing fairly the big business interests olherwise than by a federal income-tax
which forced on the passing of the amendment. But though it may be said that
an attempt to levy income-taxes by the different states of a federation must lead
%0 double taxation or to evasion on the part of iedividuals and companies
eperating in more than one state, as well as to wasteful complication in the
machinery, in practice both federal and state income-taxes are found in the
United States of America and Australia, while i Canada the provinces are
ollowed to taX corporations. In Anpstralia, as has been seen, the simultaneous
operation both of the State and the Commonwealth in the field of income-tax
bas led to difficulties.

Another feature which iz apparent in these ~federations is the common
prevalence of the subsidy system and the fact that wherever it is found it is
sought to dispense with it. In the United States of America this feature is
not found partly because of the fact that the country is wealthier than the
other federations, and partly, no doubt, becanse the mainstay of state finance is
an apportioned tax which thongh uneven in its working, brings in sufficient
vevenue. In Australia attempts have been made to get rid of the subsidy system
by dividing the field of iucome taxatien. In South Africa the progress of
development has been from a pure subsidy system to a system in which the
- province has its own sources of iaxation supplemented by grants made for
apecific purposes, In Switzerland grants for specific purposes to the cantons
have for long been the rule, but as soon as the war broke out, the device of

sontributions from the cantons which the constitution provides was immediately
rejected in favour of a direct federal tax.

. 10. If an attempt is to be made to lay down the lines upon which an ideal
distribation of resources between a federal government and the component States

should proceed, it would seem necessary to have regard to the following main
sonsiderations -— :

{a) all duties which affect the price at which goods can be produced or
sold must be uniform for the whole country and therefore
the main consumption taxes must be federal. In other words, the

States cannot be allowed to interfere with the economic unity of
the country;

(8} for this reason indirect taxes and taxes on the more
mercia] transactions should be federal;

(c) elasticity of revenues should be secared for both federal and siate
governments, and the degree of elasticity which each should have
yust depend on their respective functions, Generally speaking, it
ig the federal government, as the one in contact with the outer
world and the controller of those functions in which the effect of
a world crisis is most apparent, which is most in need of elasticity
and it is the universal experience of federatioms that it must have
at Jeast a share in the most elastic of all sources of “taxation—thst.
of income;

L. 1. O

important com-
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{d) the widespread of modern commercizl undertakings and the wide
distribution of the sources of indiviinal incomes render it impassible
to work an income-tax system fairly and efficiently on anythimg less
than a national ecale; .

(¢) unless taxation is so light that considerable changes cam be made in

its pitch, a pure system of complete separation of taxalion cam
only avoid recourse to subsidies or contributions by the lucky accident
that one of the possible systems of separation happens to give lLoth
parties sufficient for its needs. Even so, there is no guarantee lhat
changes in circumstances will affect both parties to the same extent
and so preserve equilibrium, Consequently, systems which aim at
complete separation inevitably require either subsidies or contribu-
tions. They, therefore, tend to defeat their own objects, since it is
not conducive to responsible administration either to spend money
which the spending state has not bad to raise, or {o raise money which
the taxing state is not allowed to spend.

11. Allocation of provincial and local fazation.—The questions involved m
‘the allocation of resources between states and local anthorities are simpler. The
-essential difference is that, whe-eas there is a division of povereign powers
between the federal and provincial governments, there is no such division h.etween
ihe province and the local authority. It follows that, as the responsibility for
ihe actions of ithe local authority rests with the provincial government, the
latter ust always retain a large reasure of control. In a federal state the
«wontrol of the federation over the stale is directed to ensuring that, in the exercise
n¥ its own powers, the stale does not trench on the sphere of the ceniral govern-
reent. But in dealing with a local authority the responsibility of the proviacial
government is to see that the local authority manages its affairs in accordance
with standards for which the provincial government itself is responsible. Con-
sequently, the provincial government i3 obliged to prescribe the standard of
administration, it suggests new activities and insists on adherence to certain
standards in the old activities. This almost necessarily involves the permanence
of some kind of grant-in-aid in local administration.

To look at the matter from ancther point of view, the local amthority cannot

command, either for its deliberations or for its administration, the best t)'ge :
e

-of mind. Particularly in the sphere of finance, it cao seldom command t
services of experts. Consequently, in _all civilized countries a large measure
-of detailed control is exercised over fhe proceedings of local boedies, and the
most appropriate method of control is found to be the use of the grant-in-aid.

_ Owing to those considerations it is doubtful whether it is wise, in distribut-
ing resources between provinces and local authorities, to aim at providing the
latter with sufficient resources io meet all possible needs. On the othier hand,
‘the benetit principle enters so largely into local expenditmure that cousiderable
dreeduvm should be left for optional taxation.

The character of local taxation is governed DLy two main considerations :—

{e) the comparative mediocrity of the agencies at the disposal of local
authoritics for assessment and collection of taxes makes it necessary
to rely almost eutirely on the taxation of tangible pruperty;

(&) the increased danger of double taxation where there is a large number
of taxing autborities renders the taxation of intangible property
inadvisable,

It scems, therefore, that local authorities should rely on the taxation of land
and buildings supplemented, if necessary, by taxation of wvehicles and amimale.
but that they should be given considerable discretion 18 to rutes. This raises
the question whether it is right to throw practicarly the whole burden of local
taxation on immovable property, and it is this copsideration which is probahly
respensible for the prevalance of indirect local taxation and for persomal local
taxes. .

In more advanced countries the placing of the main Lurden on immovables
is defcr:ded by the consideration that the valwe of his house or business premises
is a very fair indication of the wealth of a tax-payer and also of the benefita
he receives from local expenditure. In the simpler conditions of Indian life
it iz possible that this is mot the case. But if taxation of land and houses
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.does mot touch certain classes who -eceive substantial beuefits from local expen-
diture, the proper course seems to ba a system of licenses duT:leS :_anq not indirect
‘taxation or the taxation of incomes. In the latter conneciion i 13 interesting
“ta notice that both in Italy and in Czecho-Slovakia recent reforms have led to a
prohibition of the levy of a surlax on the State income-tax by local authorities

- L * - L]

12. 1t has not been possible owing to the absence of figures to include statistica
for the United States of America in the above note, but it may be of interest
‘to comsider the reports of two important committees that have examined the
- question of Federal and State, and State and Local taxation, respectively.

13. The following is a brief summary of the report of the Committee on Co-
.ordination in Taxation appointed by the American Economic Association :—The
taxes on exports and imports are maturally and almost necessarily national.
Excisa taxes are desirably federai rather than state or local. Income-tax should
“be fedezal, but it should be open to the states to impose an incometax as well:
and it they do so, the basis of the tax should be as nearly as practicable the
same as that employed by the federal government, In the case of the corporation
taxes, the best plan is to provide for the returns to the state authority to be
as nearly as practieable in the same form as the federal return with as simple
a plan as possible for the apportionment of the collections. In the case of
‘inheritunce taxes, three alternative methods of distributicn were considered :—
(1} to give to the federal povernment the tax on fortunes exceeding $50,000, (2)
to have the whole tax collected by the federal government and tbe receipts
distributed proportionately to the states, (3) to Iimit the federal tax to intangible
property and the state tax to ‘realty and tangible property. 1In the
cases of property taxes, the committee noted that the wholesale trend
of current legislation is toward the abandonment of the general property
tax and its replacement by a classified property tax on land, improvemenis
thereun and moveable iangible property, either at the same rate or at different
rates, and by a personal income-tax on incomes from intangible property and
other sources—the first named tax to be exclusively for the state and Iocal
purposes, the second to divide the field between the federal and state govern-
" ments, preferably in such co-ordinastion as permits the federal returns to be
used as the basis of state taxation.

The following are extracts from the preliminary report of the Committee
-appointed by the National Tax Association to prepare the plan of a model
system of state and local taxation :—

*Study of the tax laws of the American States reveals the fact that there
are three fundamental principles which have been more or less clearly recognised
"by our law-makers, and have very largely determined the provisions of the
enactments now standing on the statute book,

The first is the principle that every person having taxable ability should pay
-some sort of a direct personal tax lo the Government under which he is domiciled
and from which he receives the parsonal benefits that Government oconfers.

+ - * * L 3

. The second principle is that tengible property, by whomsoever owned, should
be taxed by the jurisdiction in which it is located, because it thers receives
~protection and other governmenial benefits and services. .

»* * * - *

The third principle, somewhat less clearly and generally exemplified b
tax laws but discernible none b2 less, is that husiness carried onp fo: proyﬁt.‘)‘i]l!x.
any locality should be taxed for the benefits it receives.

»* * - L] -

It is the opinion of the committee that the only methed of reconcili
-oonflictiug claims of the states is the adoption of a diversified syster:(zflﬁxgie:::
whick recognise fully the three principles above mentioned and provides a method
%y which, without formal agreement among the states, these principles may be

Fide Bullock : Selected Readings in Poblic Finance, Page 406 ef seq.
VOL. I. - 2

-
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logically and consistently appliad. We propose, therefore, a personal tax whiclr
shall bs levied consistently upon the principle of taxing every ome at his place-
of domicile for the support of the Government under which he lives : a property
tax upon tangible property, levied objectively where such property has tts sifus
and without regard to ownership or persomal conditions; and finally, for such
States as desire to tax business, a business tax which shall be levied upon all.
business carried on within the jurisdiction of the authority levying such tax.
By this method we believe it is possible to satisfy every legitimate claim of
every State without imposing unequal and unjust double taxation upon any
class of income, property or business.

L] - * * -

The committee is of the opinion that a partial separation of the sonrces of
State and local revenue is desirable, but that complete separation, by cutting
the connecting cord between the State and local Governments, tends to destroy
the States’ sense of responsibility in the matter of local taxation. There is no-
experience to justify the belief that, if the States turn over to the local Govern-
ments’ independent, sources of revenue, and adopt the theory that local taxation
is an aftair of purely local interest, we shall ever have a satisfactory administra-
tion of the tax laws by local officials. Experience abundantly shows that such
officials need constantly ibe expert advice, mtelligent gnidance and, when neces-
sary, the effective control, of a Siate Tax Commission composed of experts and
keenly alive to the need of just and efficient administration of tax laws by local
officials. Total separation of the sources of State and ilocal revenue, abt least
in the forms in which it is usuallgr presented, seems (o the commitiee to be
distinctly a backward step, especially at this moment when the need is for
greater emphasis npon State control over the taxation of property for local
purposes. A further Qifficulty of complete separation is that the abolition of the
direct state tax upon property tends to remove a desirable check upon State:
expenditare.

ANNEXURE R. (Question 165).

List oFr MoxoroLes.

France . . . . . Tobacco, matches and exglosives,

Germany . . . . « Spirite and sugar substitutes.

Czitcho-Slovakia . . . . Balt, tobacco, artificinl sweetening materials,-
explogives and lighting materiale, '

Fisland . = . . . . Alcohol and yeast.

Greecs . R . - . Salt, petrol, matches, playiog cards, cigaretie-
paper aad emery.

Ttaly . . . . . Salt, tobacco, matches, playing cards, quinine,

Switzerland . . . s . Alcohol.

Japan . . . . +  Falt, tobacco and camphor.

Awstria . . . . . Salt and tobacco.

Hurgary . . . . Balt, tobacco, 8accharine.

Resmapia . -+ .+ . Sult, lobscco, cigarette paper, matches, playing-
cards and esplovives.

Bu'garia . . . . . Matches, cigarette paper, -playing cards and
manufactared tobacco. '

Polard . . . . . Salt, spirits, tobseco, rugar and saccharine,

Sweden . . . . -, Spirita and tobacce.

Portwgal . . . . . Tobacco.

Laleio . . . N « Flax, leather and spirits of wine.

Jugoe Slavia | . . . « Balt, tobaceo, petrol, matches, cigarette paper>

saccharioe and spirits,
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11th November 1924.
Delhi.

PRESENT :

 Bir Cuanres Toowuwnrer, K.C.8.I, I.C.8., President.
Sir Peecy Tromrson, K.B.E, C.B.

Mr. W, GASKELL, 1.C.5., Commissioner of Income-Tax, United
Provinces, was examined,

* Wriiten memoransum of Mr, Gaskell.

The President of the Taxation Committee has requested me to give him a note
of the poinis which [ mentioned yesterday in my interview with Lim and Sir Percy
“Thompson,

2. The points are—

{i) The kinds of opium issued from the Ghazipur Factory are—

{a) provision opium—made for despatch to the Far East, partly under contracts
with the Governments, such as, Ceylon, Straits Settlement, Hongkong,
and partly through sales in Calcutta, destined largely, I believe, for
French Indo-China and sold on permits for imports to the country con-
cerned. This is made from pure Benares opium al a consistence of
710,

:(#} excise opium—issued for consumption in British India. This is made from
Malwa and Benares opiam in the ratio of 4 : 1 and is issued at a con-
sistence of 500. ‘ “ul

(¢) British medical opium—despatched to the United Kingdom. This is made
from pure Benares opium issued al a consistence of B74°. This trade
is very uncertain and cannot be looked on at present as an important
source of revemue.

(i) The opium received in the Factory is derived from two sources—
{e) the United Provinces, and

(b) certain States in Central India, the description of the cpium being
Malwa opium, Opium is grown in most of the districts in the United
Provinces west and north of the Ganges and the poppy can only be
cultivated under license issued by the Opiem D:zpariment.

(iti) The amount produced each year varies as the crop gives widely different
-yields in different years. The area recently settled for the cultivation of poppy
-during the present cold weather is 180,000 bighas, For purposes of calculation tne
yield per bigha is four ccers so that the yield for the Agency may be estimated
to be 18,00¢ maunds. But the record shows that the outturn varies from 3-2
‘to 4-8 seers per bigha, the last figure having been attained during the last season
which was a record. Opium is supplied by the Malwa States under contract with
‘the Government of India. The amount during the past few years has been in the
region of 11,000 maunds but this is being redaced at present owing to the falling
off in the demand for excise opium and the consequent accumulation of stocks at the
factory : the final figure has not yet been settled.



(iv) The price recently paid for crude opium to cultivators was Ra. 15 per seer-
at a consistence of 70°.  This will be reduced next year to Rs. 13 at the same-
consistence. I am nnable to state the prices which are being charged throughout
India at tha treasuries [sr excise opium al the present moment. In 1922.23 the-
price was generally about Rs. 60 but ranged up to Rs. 75 in the Bombay Presidency
and was Rs. 74 to Rs. 158 in Burma. In the United Provinces, or, at all events,
in parts of it, the current price is Rs. 120 per seer. As the cost price of the
opium, in the terms of the amount paid to tho cultivator, and omitting the cost
of manufacture and the like, is under Rs. 20, the sala price in parts of the United
Provinces is more than =ix times as munch as the cultivator gets. There is thus a
strong incentive to smuggling and it may be that efforts will he made to temps
the coltivator to hold back part of his osttutn, and the Opium Depustment is.
paying special atiention to the matter. Tt may be that in time it will be necessary
to constitnte a special branch of the Central C. I D. to' deal with the question,
especially as saveral important cases of smuggling from the Central India Sta.tes
have been discovered. I may add that I have not yet diseussed the matior with
the Central Board of Revenue and this part of my nots might be treated as confi-
dential. The revenues of Tndia are probably not directly affected as the smungglad
opinm is, it is believed, destined for places outside India.

Mr. Gaskell gave oral evidence as fotlows :—

Apart from the military assessees we have in the United Provinces 25,000 or
26.000 assessees to income-tax. The military assessees, who number about
5,000, are dealt with in separate circles as the tax deducted at the source is
credited direct to Central Revenues through the Military Accountant General.
Out of thie 25,000, 4,000 or 5,000 are civil assessees.

Our higgest year was Rs. 127 Yakhs, of whick Rs. 52 lakhs came out of
Cawnpore. A separate Income-tax Depariment was constitufed in 1918 but the-
staff was inadequate and the cadre was completely reorganised in the beginning
of 1921 and direct recrvitment was adopted. Qur officers arc now experts—
ceneraily spezking—and we are now pettizy at the incomes. I don't confirm-
any officer in the department unless he can read a set of account books himself,
Hitherto we have not prosecuted for frands on the income-tax because we have had
to train the assessee as well as the staff. In addition there is always a chance of
losing your case in the courts. (Sir Percy Thompson—Prosecutions are an
enurmous deterrent in England. There were none before 1815, They have altered’
the paint of view of the public) If I had a clear case of frand I should’
presecuta.

‘We assess now on the previous accounting period. This is much better than
the adjustment system., The favourite times for commencing a period are the
Dasehra and the Diwali. This results in payment of tax long after the money-
has accrued. You couldn’t work the three years' system because the people wounld
think you were breaking faith by taxing the same income over and over again.
The assessee pays nothing in the first year of a business. Difficulties do arise
when a man makes a big profit one year and a loss the next. We do not allow
losses to be carried forward. This poift has been mooted at times by the
husiness community. A man can a2lways manipulate profit or loss by putting a
Jfictitious value on his closing stock. Ous rule is to take purchase price or
market value whickever is less. We try to prevent such fictitious valuations
by check with the invoices; for instance, we require strong proof befire we-
accept a closing stock equal to fifteen days’ sales.

The pie rate was a bribe for efficient administration by provinces. As a
department we should be glad to sea it abolished owing to the intricate compilation.
involved.

The question of allowances for wive: and children is coming up., I tried”
to work up a scheme last year so far as an allowance corresponding to the
allowances of £135 and £225 in the United Kingdom was concerned. It is-
difficult t¢ work with omr scheme of graduation, which involves large jemps.
The introduction of a graduation scheme like that of the United Kingdom
would probably be difficult and also suspected becanse the people ars used:
to the present scheme and it would disturb them to make a change.
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In the absenca of effective registry of hirths and deaths you couldn’t work
famity allowances without an inquisition, which would be resented. The Hindua
joint family system, wnder whi¢h a man may have o maintain a number of
relations, forther complicates the matter. The Hindu joint family involves in
eases comparatively heavy taxation and the tax is leading in cases to partition.
Pandit Madan Mohan Nalaviva said thai the incometax had sounded the death-
knell of the joint family. Tlere is an allowance to the joint family in the case -
of the soper-tax, bot not in that of the income-tax.

I do not remember the reason for raising the exemption limit to Rs. 2,000 but
it was probably becanse there was a large number of assessees yielding a small
amount of tax. Relatively Bs. 2,000 in India is equal to £400 a year in England.
1% is less casy for the Imperial staff to trace the small assessees in rural uress
than it was for the revenue stafl under the old scheme, but their assessment ia
more satisfactorily done. When a distant assessee pays a small tax we repeat the
assessment for a few years as a matter of course sooner than follow up a smallk
difference which involves spending more than the tax in travelling allowance,
such assessees being dealt with on a roster. We always attempt to go to the
assescop instead of making him come to us,

The strongest possible objections to direct taxation are felt by the people
in Northern India. The method of expressing opinion here is in the last resort
a riot. The papers of the eighties and nineties will show that in several large
cities ricts resulted from the atlempt te impose a house tax.

In the United Provinces a lacge part of the city population escapes municipal
taxation because they live in Ysuses below the exemption limit.

T'he income-tax rates with super-tax added rise ¢n the higbest incomes to
ever 10sh. in the pound on the highest part of the income (this suppeses that
all the income is derived from dividends, a rare case), or much the same as in
England. There is a tendency on the part of most assessees at present to attempt
evasion of the tax, It is doubtful if an increase in the tax would lead to more
snecessful evasion thao znow exists.

In the United Provinces, the introduction of the new department has given us
some Rs. 40 lakhs a year additional revenue although necessarily such an estimate
is difficult to frame. We have one gazetied officer to a million population and 700
$¢ 800 assessees of whom 500 may be expected to produce accounts, most of
them in the local business seript known as Mahajani.

The graduation system could be improved by increasing the number of
classes, e.g., by adding a 7} pics and a 10} pies rate.

I don's think that, so far as the United Provinces is concerned, it would
be of any advantage trying te distinguish between earned and unearned incomes.
The uncarned would be a very small proportion, especially where that is the
sole income. I think that agriculteral income ought to be taxed because in my
view agricolturists pay no tax; but this is a highly contentions subject on
which much can be said on both sides.

.I do not think you could carry the people with you if you prescribed a
standard form of accounts, We have had great improvements in the past few
years both in the matter of snbmission of returns and in the preparation of
profit and loss statements. In the United Provinces the people lave a very
fairly good system of accounts,

In the matter of publicity, you would not have a single book produced if
you appointed advisory committces. If you wished to disclose the amounts of
nssesi:ne:ts- you would be up against both the Euvropean and the Indian
.merchants.

We don't assess incomes made cutside India unless the money is brought in.
§8ir P. Thompeon—In the United Kingdom incomes derived outside the country
were brought under tax in 1914).

¥ will gend a note abont opiwmn dealing with (1) the difference between the
cost price and the sale prico ard the difficulty which may some day arise in
preventing smuggling from beco.aing uncontrollable as in the case of cocaine,
{2) the mecessity for an Imperial C. 1. D. officer to co-ordinate work againsi the
epium smuggler, and (3) the results of the enquiries made as to the practicability
of isruing the excise opium in small packets or pills of oniform wei~ht.
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Mr. H. CALVERT, I.C.S., Registrar of Co-operative Societies,
Punjab, was examined and gave oral evidence as follows:—

The terms of reference did not appear to have been drawn up by an econo-
mist; in particular 1t was difficult to say what was meant by ° suitability ”” of »
tax jor India. An economist can onty pomt out the facts as they are, but a
politician often followed not what was economically the best course, but a course
which was more acceptanle under tne existing conditions, and revenus was some-
times sacrificed to considerations such as e need for averding offence to polita-
eal or religious prejudices. Mr. Calvert's work had been directed to an attempt
to get accurate economic facts. 'I'here was a large mass of material accumu-
iated by uovernment which had never been properly examined and digested, that 1s,
it had never been brought into a shape which was suitable for a basis of work

by an economist. Witness gave instances to show that Government sometimes

objected to accept the results worked out from their own material,

In India tnere existed no proper foundation of carefolly collected facta om
which economic deduchions comld be pasea. ‘I'ne tacts were available bat not
in the form i which an economist cowlu ulilise them. In his enquiriés inte
agricultural mortgages he had examined about 5,000 mortgages in detail. Im
the area where these enguiries were made, the cultivated iand had ncreased
greatly owing to the opening up of a canal and had increased to a large extent
than the growtn of tme population. ‘I'here nau atso been a heavy increase
mortgage debt. but it had been impossible to ascerfain from the Bettlement
Reports exactly when the canal was opened, so that no hxed point could be
taken from which the changes could be dated. He -also instanced the income-
tax fignres. Formeriy tnese haa veen put o a torm which made them useful
for an economist, but recently these detailed statistics had been discontinned
on the ground of economy.

The witness thought that something could be done to get these statistics put
on to a proper basis by a process of collation, compilation and correction, but
the difficulty was that the different kinds of statistics were framed on different
bases so that it became difficult to get a definite result out of them. This was
seen in the enquiries into the rise or prices where the ‘rise’ varied with the
figures adopted as the base and in other matters also. For example, the classi-
fication of piece goods used by Railways was quite different from the customs

classification with the result that 1L was impossible to trace the goods from the

ports to their destination up-country. The President explained that the Com-
mittee thougnt that the only safistactory basis tor their investigations was a
vepresentative set of family budgets. Lhis wounld show the expenditure
of typical groups as well as their income and the taxable surplus. Mr. Calverk
stated that family budgets were dangerous; there must be a very large mumber
if resnlts were 0 be deduced applicable to 240 million people; they tended to
ignore production, and so gross income. The great difficulty was the prevailing
ignorance regarding the outturn o1 crops per acre; the irme outturn was not
«nown within 25 or 3o per cent. A professor of Agnculture had attempted to

N
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«estimate ocutturns on fields cultivated under his own supervision and his resnka
~had been out by 30 per cent. tor the viuage enquiries a man was put down
in a village for a whole year. ine hrst report was defective, the second was
-better and the iaird, which was now under preparation would, be hoped, be a
.great improvement. In working out ms ngures wne last investigator, i every
- case, showed that the cost of production was greater than the vaiue of the crop,
which would lead to the conclusion that the only advantage which the cullive-
‘tor had pot was thal he obtamed his tood at wholesale instead ot at retail
prices. This conclusion seemed absurd and showed that the real outiurn per
-acré was not accuralely koown. we do not know the figures for productiom
and consequently the gross income cannot be ascertained. Commercial firms
“int the Punjab assumed that the Government forecasts were 25 per cent. below
the real outturn. The rate at wnich uorrowers repawd the co-operative societies
*was far quicker than would be possible if the figures for outturn were
correct. 1t the Committee intended to proceed om  the  basis
-of family budgets for a population of 240  mulliona, nothing less
than a mulion 1amily budgets could attord a satisfactory bams for a generalisa-
tion. The witness agreed tnat tor a taxation enquiry the taxes which hit the
-diterent classes could be ascertained to some extent, and, if rebable famly
budgets were obtained for auterent groups, it wonle be possible to know how
much they spent per family but 1t wouia not be easy to ses what proportion
their taxation bore to their income.

It was not sufficient to take the actual money income of a worker. Mr.
Findlay Shirras’s figures for income take no account of the landed interests of
-8 work man. Even where a cultivator was not also an industrial worker the
--same difficulty arose. Ln working out ine rates for agricultural labourers, the
witness found that it was impossible to assess the varous supplementals which
were not expressed in money such as the labourer’s right to a fres house, free
grazing, wood and various presents. The actual amount of cash receipts might
“be less than Rs. 2 a month and the rest ot the labourer’s 1rcome was in kind.
Some District Boards in the Punjab were now levying a profession tax of Rs. 2
-a head on agricultural fabourers whicn coula not possibly be paid 1f the
Jabourer’s sole income waa that which he received in maney. He thoaght that
it would be ten years betore a satisfactory senies of family budgets could be
prepared and the reiusal of Government to provide sufficient money for the
enquiries wowu lengthen the period. pe wisnea to make a complete nvestiga-
tion 1n six vulages only tihis year but ne mnds requred for this purpose even
had been refused. He thought that Dr. Slater’s cnquiry gave a very general
idea of the condition of the people, those of Dr. Mann were not very
reliable. Mr. Jack's enquiry was the best. The Kangra enquiry
in the Punjab waz going to be the most detailed enquiry ever
helt into Indian rural lifs. ‘I'he witness statea that his own enquires into
agricultural holdings had illnstrated tne aancer of using averages. In taxation
the ‘‘average” man was no gnide, as we wanted to find the man who had suffi-
cient surplus to bear taxation. As a gereral rule, family budgets are danger-
-ous, because they usually show deficits. People put down not what they do pay
but what tney would ke to pay. 'I'nis teatore had been noticeable in the family
- badgets prepared for tas Les Commission.

In reply to 8ie Percy ‘inompson e witress agreed that, if an economic
- enquiry had to he held in order to ascertain the average income, the
first step would bo a census of production. i, would be necessary to approach
- the problem irom .ms point of view. Fersonaliy he wounld make an attempt
on these lines. But assuming that an accorate fignre was obtained on the
- basis of a censna of production, 1t woui. he ~Ff hurie valoe from a taxation
Jpoint of view and womla only ve vsefnl 10r purposes of comparison wiu otuer
«countries. For the further step, that is the distribution of the income among
the various classes, 1t woula take many years to get anything valwable. 1f m
safficiently big staff say, 150 investigators, was put on for five years it might
" be possible to get some advance on our present information. If he had to um-
dertake tnis work, he wowia vegmin wity ae rural classes since these are abont
B0 per cent. of the whole. He woald ~mst ine lawer classes who were below
- the taxation limit and would examine the upper classes in order to arrive at a
rougn estimate of their ihcome. ‘i1ne sxisting revenue agencies capmla ve wused.
He wonld direct each Kunungo to prensre nrures 1or four viliages in his circle
-and the resuits would be collated. These resulta would be from villages well
- distributed taromghout tie country and so fairly accarate. He still objected,
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however, %0 the mse of family budgels, becanse any error in them mnsi be
enormonsly exaggerated when appieu to ciasses or ine whole population.
Assuming that all cultivators had been classified in classes according to the area
ealtivated, 1t would be necessary 1o take out those cultivating tess than a certamm
area, wnicn would have to ne Touna v irial anu error, as bemg unable to beaw
any taxation; this would eliminate abont 60 per cent. Assuming that the figure-
to be raised by taxation is known, the resources of the remammng classes would
be examined in order to ascertain theiwr com?arative abuity to bear taxation.

The Fresident explained that tue Committee wonid talke the groups ot wmch
they had figures and find out woat thewr taxation was. Mr. Calvert thought
that it wouid be necessary to scrutinise the locai conditions of the areas selected
in order to see what the special coraitions were. His geperal conclusion was.
that the figures of these 1amuiy budgels themsaelves were not warthless but were-
so few that it was dangercus to use them. The Maharajadhiraja Bahadur of
Burdwan enquired how he would deal with a case of a cultivator with five acres
who had two brothers working in a mill and earning wages there. The budget of
this family wounld present considerable difficulties but Mr. Calvert thought that
‘the difficulties coanld be dealt with by the type of enqairy which he contemplated.

After two years enquiry m ome tract he thougnt he could now produce accurate-
famuy budgets for ten famiues. 11 such ngures were collected in 200 wvillages.

in every province, there wouid be someuwung on which to go. ¢

Sir Percy Thompson sad that the taxation enquiry was interested m finding
out the classes who were )ust on ihe margin of being abie to pay taxes at ali.
What was wanted was 10 ascertamn the pomt a. which a class pecame too poor
tu bear taxation. Those above this point could be neglected as they conld afford
to pay tax. The witness agreed but thought that it would be necessary to com-

pare local eonditions before defining the classes, as a man with 10 acres might, if

this were irrigated land, have mwre ncome than a man with 30 acres. He thought
further that if the family budgets for classes on the margin could he ascertained,
it wonld be possible to say whether they could bear taxation. If there was a large
norma! class below the margin they migat have to be exempted altogether. It
shouta however be rememberes .. oo i not work nnless there was econo-
mic stimulus to make them work. From this point a tax like the salt tax was.
probably a good thing, wough the witness regarded this particalar tax more asa
commercial profit and less as a tax., in any case, the amount was very small.
Accepting the argument tuat inere were iarge classes which need not be con-

sidered 1n detail thie witness thought that tne hgures might be obtained in less.

than a year, hbut that tney wow.u wake a very long tiume to collate. fie wid no¥
think that an accurate view could be cotained unless the whole rural population
was dividea mto classes accoruinz 10 1he area cultivated. Tt would be necessary
to get some 1aea of the proportion of popalation which fell
into  the  differest mam  elasses. With regard to the question

whether income could be roughly ascertamed from revennme paid or the -

area of a man’s holding, the witness stated that in the Puniah there was reason
to believe tnat any person holding more than 25 acres tended to become a rent
receiver, pore and simple. Proprietors holding up to & acres tried to get more
land to cultivate as tenants. 'Fhose holding belween 8 and 12 acres aid not try
to gat mare, and when the hanr necame more tnan 12 acres the owner began
to let out portions of it. With 25 acres the owner was nearly always a rent
receiver, A man wita 25 acres in a cantl cawony could be assumeu to have a

net mcome of between Ms. 600 and Rs. B0 from rent only. The land revenue -

in the Punjab varied hetween 4 and 6 per cent. of the gross produced. The
rent taken in kind is one half to one-third of tue gross ontturn after payment of
certain expenses, and land revenne is about 1/5th ot tne rest.

Turning to the second question in the questionnaire the witness said that it

took six years to collect materials for kis book *° Wealth and Welfare of the -

Punjab”. The President explained that the Taxation Commitiee was more in
the position of a Uhancellor of the EKxchequer who wanted to know romghly
which classes were hit by taxes. After an examination of the classification in
the preliminary note wne witness said toat there was a certam amount of inter-
mingling between cultivators and rent receivers, In 1he census returns there
was a classification between rent receivers ana cultivators. in the Punjab the
oecple who retarned themseives as rent receivers were almost the same as those

who voted for the Council election, that is, those paying more than Rs. 25 as -
land revenue. He thought thal the rent-receiving class was undertaxed in the -
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Punjab. The distribuiing class, that is the agencies which collected the oop-
and marketed it, was not included in the classification. The witness then exa-
mined the lList of sociological enquiries i Inala. He thought that Dr. Slater’s.
enquiry illustrated the aanger of ine 1niroduction of sentiment into economics.
Une investigator stated that tne renu was .0 times the land revenue. Yet he-
described tne poverty or tme villape not to the high rent but to the land
vevenue. He thought that Keatinge's first book was better than the second
one anu Dubey was an exampse o1 e ynuacy of argument. He (Dunbey) tminks
that the population is permanently underfed which is impossible. He also makes
the mistake of supposuly tuat a person 1n a Jul takes less tood than a free
labourer. What really happens is that a greater amount of food is necessary
in arder to counteract the depressing .nfluence of Jail life. Further, regard must
he patd to the-age classiicavion of prisoners and of the general population. fHe
instanced fhe confusion which had arisen in comparmg the death rate in jails-
and among tne genera! popwation. ’

The Agricultural Journal ana tne regnonuc Journal both contained articles.
which would be useful to the vommittee.

In repty to tne guestion whetuer re covld indicate the average income of &
money lenuer in the Funjap, the witness statea that nhe worked cut this 1n nis
book from the old income tax figures. a0l Luie Moley lenders were rob
landowners aria onky nela small scacierea plots. Lue Land Alienation Act came
just in time to prevent them from getting holéd of the land. Under this Act a
cnsivator belonging to an agricusiural wawe can onty sew his lana to a member
of an agricultural tribe. 1:r ue wishes {o mortgage 1t, it must be m one or
the oiher of three definite forms. In Lwo of hese. wnicl were usufructuary the-
interest and the principal are presnmeu 'n pe pawu off out of the proauce in
not more than 20 years. in the third form, which is a collateral mortgage,
possession 18 not given. Instaiments are speciieu ard 11 Lhey are not pawd up
the morigage can take possession of the land for the balance of tha sum due-
for a period not exceedmng <U years. ‘Lte tesus of tils act was ihal ail mort-
gage business had passed into tne nands ot wte agricwiturist money-lenders (1.e.,
not to the ordinary non-agriculturist money-lenders).  The difticuity in agri--
cultural debt is not so much wae high rate of interest, which for unsecured debt
is about 36 per cent. in the Punjab, but dishomest accounting. The distribut-
ing  classes  were big  commercial men  dealing with  large  firms
and mostly  pay income tax. 'They, therefore, came into  the
classification under the head 'tersons assessed to income tax—-lraders.’” Turning
to question &, witness said that ihe hook on India written by the American
Consul (ieneral was very useful, though inferior in parts. Among general statis-
tics the rensus ngures woutd be extremely useful for the enquiry. He gave-
as an instance the fact thaf the census gave 3 million landlords in the Punjab
though tne iand revenue returns suggest 14 million. Both ngures are rignt, the
explanation being that each man has several holdings on which he pays land
revenue.

"'"The Land of the Five Rivers’” was a useful book; it gave a general record
of British rule in the Punjab. Inere wa™ a simuiar book 1m Madras called
*‘Forty years progress in the Madras k'residency.” The books of Messrs. Darhig
and Strickland were chiely acccunts of Kuropean co-operative systems ana
would not be of much use. Mr. Darling was Just bringing out a new book
which would be useful. ‘I'here was a great mass of material in the Depart-
ment of Revenue and Agnculture, but it was difficult to obtain any trace of it.
In parficular, he knew of two compilations produced preparatory to The Punjab
Lapd Alienation Act. Fhere were compilations on *‘‘Famunes’’, ‘‘Prices and
Assessments’” and *‘Delt”’. These consisted of a mass of most carefully com-
piled information, though they were now ogut of date.

Askea whether he could refer the Committee to any analysis of the varions
estimates of average income in India, the witness said that he could not
Such estimates simply could not be made on a proper basis and even when
they had been obtained they were of no value. The other books mentioned by Mr.
Calvert were Brij Naravan—Studies in Indian Economics, which he considered a
poor production. Useful summaries were given in Miss Broughton’s Indian
Labour and in a book by Miss Keliman railed “Labour 1 India™. Prof.
Myles had prepared two monographs, .me on direct taxation and the other oo
Punjab Food prices which would ne extremety useful. The witness then exa-
mined the list of material available for an economic enquiry and said that he~



60

‘would nse general statistics such as the statements of currency issues as the inm-
-creased demand for money was proof of mncreasew wealth of the people, the statis
tics of railborne trattic between provinces, rauway traflic reports, both for goods
-and passengers, Oivil Justice reports, specially as illustrating the increase
-of credit shown by money suits, the Fost Office annual reports for Bavings
Bank deposita and money order transactions, the budget notes, the Stamp
reports in which an inecrease in non-jucicial stamps and hundis showed an ju-
crease of trade. He also mentioned the 1880 ana 1901 Famine Heports for a
general gconomic survey of the conaitions whicn led up to the fammnes. He
thought that in order to draw a picture given by these materials it wounld be
necessary to put on an ofhicer on special duty and said that with 150 assistants
he thought ne could do the work 1n hve years. Prof. Myles thought tmat 1
would take much longer.

In general, the witness thought we had not got to the stage where the econo-
mic income could be put in economic terms; for example, a holding ot 5 acres
in one place is actually worth more than one of 14 acres scattered in 12 places.
Labourers on Rs. 2 a montn actual cash wages are tound acquring nights in
land in the Punjab. Agamn i nengra tne average money income is small be-
.cause the rignus wuich the 1naividuals possess 1n the forests are more valuable
than their riguts in the land. Agawn i the Punjab artificial manure was not
necessary because the action of the sun ‘on the alluvial soil seemed to fix nitrogen-
Al] these factors i1t was almost impossible to assess in terms of money Income,
-nevertheless they were all parts of income,

ane witness stated tnat in his opinion tramspert, i.e., distribution iaciities
were of very preat importance. The canals built by the Mohammadan Emperors
had been fajlures simply because no transport facilities existed and the farmers
were ruined owing fo the want of such facilities in an area from which ther
crops could not be exported.

Mr. Calverv was particularly anzious to impress upon the Committee the
-ecomomic dangers arising out of use of the terms “average,’” ‘‘typical” and
‘“classes ot population”' without very careful definitions. ﬁns general opinion
was thal untii we nad proceeded fuither with the imtial collection of racts, 1
wouald hardly be possible to reach deauctions of any valne. ‘Lthe Punjab board
of Kconomic Imquiry was aiming at tue coliection of facts as accurate as obtain-
able. Buch facts might give definite indications in certain directions, but tnose
indications would be applicable only to the areas fiom which the facts had been
taken; and it would be dangerous to regard them as of more general appli-
- cation,

He considered that 1 was dangerous to attempt classification of the dpopum—
tion without wusing every available material to define those classes, and every
means to secure an accurate conception of them. All the usual criteria of wealth
ihad to be carefully checked by local knowledge in India.
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i

Mr. A. G. CLOW, I.C.S., Deputy Secretary in the Depariment
of Industries and Labour, was examined and gave oral
evidence as follows:— : :

Mr. Clow began by explaining certain enquiries which had been made by the
Government of India into the compilation of cost of living indices and the
possibility of a census of wages. ‘ :

Dr. Hyder. Q.—Did your Department calculate the total number of days ez
which the labourers worked?

A.—We never got to the wages censns at all. It was abandoned as it waa
e failare.

Q.—Mr. Paddison (Commissioner of Labour, Madras, in his note on the-
resnlts of Wages Census Statistics) says that the monthly average wages of certain
classes of employees is Rs. 21-10-9. The whole poiat is whether the workman gets
this amount the whole year round or thereahouts, or how many weeks or days
he is able to get work at this rate. Can you get in the wages census the total
number of days on which ihe labourers are able to get work in the year?

4.-—You are assuming that the wages were paid monthiy?
@.—That would be your basis, .

A4.—But it must depend on how the wages sare paid. In certain cases, e.g,.
in the jute mills in Calcutta, wages are paid weekly.

Q.~If a wages census were to be taken, it is necessary to kmow not only the
wages per week or month but also the actual number of weeks or months they wers -
able to earn that wage.

A.—1In order to arrive at that, you must take care that the month you take
i5 a normal month. That is essential. :

Dr. Paranjpye. @.-—Would you not take the whole year?

A —It would be difficult to get the employers to give the fignres. The best.
way i3 to take the month, If you try the year the tromble is this. In the average
Indian factery the furnover period is 18 months or two years. Within that
time the new men recruited would bes equal to the whole labour of the factory.
Consequently, if you take a year, you are trying to collect the total wages of a
constantly changing group.

¢.—The wages are so much per month. But the average labourer, according.
to the natural way of his working, absents himself for, say, six days. Are von
going to have his wages as, say, Rs. 50 a month or Ra. 50 x 247301

4 —1 would take the actual amounts paid to him.
Q—How would you deal with factories working at some periods only like-
the ginning factories?

4.—Yon would have io take a brief period and calculats tbw fength of a
mormal season or iake a season sbd compare the length of the seasom with pre--
vious seasons.
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Q.—0f what nse would such a wages censug bhe?
A4.—Ginning is a subsidiary occupation so that a census in seasonal factories
wounld not be sufficient to give yon the income of the persons concerned.

Dr. Hyder. Q.—I wani to know whether we should not have a wages census
-of the kind described here—

(Quotation from Rowley)

““We must consider first the object which the wage ecensus was intended to
fulfil : it was to describe tha earnings of the people of the United Kingdom, to
compare the rates of wages trade by trade, amf) to find the relative numbers
-earning al each rate, What is the best quantity to measure with this object
in view? As a preliminary question should we take the day, week or year as
the unit of time? Clearly we shall not be able to compute weekly wages if we
only obtain daily, for the week's work varies from four io seven d4ys in different
occupations.  The week's wage is a more definite quantity; but the simple
-comparison of weekly wapes in different trades will be deceptive, because most
\rades are busier at one season of the yeur than at another, and in many the
difference hetween season and season is very great in any pariicular week, then,
we may be comparing the bLest season of ome tndustry with the worst of another.
To avoid this error, and because we do not know how many full week's wages
are obtained in a year, except in a lew non-intermittend trades, it would seem
best to take the year as unmit; but the direct calculation of an individual’'s annnal
eirninge is practically impossible.””

A.—1 am very doubtful if you can get a censis on this system here ab present.
"Without compulsory powers it will be difficult to get any statistics at all.

The f'resident. .-—Are you not trying to get compulsory powers?
A4.—It was tried in Bombay. A Bill was introduced; bhut it was finally

found to be pecessary to withdraw it at the last occasion though certain modifica-
-tions were introduced to meet the wishes of those who opposed.

Q.—Who were ths opponents?

A.—~There was general opposition to it.

Dr. Parunjpye. Q. Was it not the contention that such a piece of legislation
should be an ail-India one?

A.~That was one of the reasons adyanced.

.—Was it not contended that this legislation should be taken into comsidera-
don witk the Trades Disputes Bill, and that the two Bills should be taken inge
-eoungideration by the same authority and should be on an all-India basis?
6 A.—I think so. The Trades Disputes Bill is beicg talken on an all-India

asis.

Q.—I only wanted to be fair to the oppesition.

Dr. Hyder. Q.—The difficulty in India is that no one is willing to pay for
the preparation of the atatistics: the Central Government say that this shoald
bg done by the Provinces, and the Provinces contend that it is an all-India
affair.

A1t is a provincial affair. Labeour intelligence is a provincial reserved
subject.

Dr. Paranjpye.—But subject to legislation by the Central Government.

Dr. Hyder.—1 am afraid 1 cannot ask any further question lLecause there has
lLeen na enquiry.

A.—The enquiry was started, but ended in failure except in the case of she
Bombay Cotton Mills, where its success was due. largely to the desire of
the millowners to see the result.

The Maharajadhivaja Rahadur of Burdwan. @.—Den't you think it would be
impossible to get family budgets? )

4.—No; T don’t think so. If you spend sufficient money you can get farmly .
budgets. They got over 3.000 budgets in Bombay. In the United Provimces I .
“think they collected 1,500.

Q.—But the results were not published?
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A.—1T rather think that the offigsr snpervising the work had other duties to
porform, and speaking from memory, 1 think he had to leave his work rather
hurriedly to take up another post It was felt lhat the enguiry was scarcely
carried through on a sufficiently big scale to reach sound conclusions.

Q.—What is meant when you put in so many crores of rice, etc., in this
column {Appendix II to Governmant of India’s leiter of Sth March 1621)!

A.—That is a system wkich is explained in the circular letter . . . .

Q.—1I take it that what is meant is the amount consumed., But even then I
do not quite follow how you get the mass unit.

A.—~That is a system different from the system of working on family budgets.
The estimate of consumption is obtained by adding the estimated imports of
commedities into India to their estimated production and subtracting the estimated
exports.

The President. Q.—You say that the English census took from 1906 te
1913 '
A4.—1 had ne time to verify that, but I think it is right, It took eight years.

¢.—Have you any estimate of its cost!?
A.—No.
Q.—What was the exact object of that census?

4. —Professedly it was purely statistical. I was the collection of * raw
material " for future inguiries.

. d?.’—Have yom any; idea of ahat it would cost to conduct a similar enquiry in
ndia?

A.—~J think it would be a much Iarger figure than the Government of
JIndia realized in 1820

Q.—Would it take six years?

A.—It might take more.

Q.—Fven with compulsion?

A.—~No: That would make a difference.

Dr. Pargnjpye. Q.—Would compulsion be practicable?

A.—1 am not sure. You are probably a better judge than I am.

The President. Q.—Would any general census Le successful withont compuision ?

A 7 oo not think so. Bombay was a special case, The millowners werq
~very anxious to find what the average rates were.

Dr, Paranjpye. .—I helieve their impression was that the rise in the wages
-was greater than the rise in the cost of living.

A.—Possibly,

Q.—And thus they wanted to take the pround from under the feet of the
‘wage-earners !

A.—T do not kmow at all, T thiok they wanted to know what the average
wages were and they were willing to co-operate.

The President. (}.—These index fizures, some of them, were utilized by the
anthors of the Wealth and Taxuble Capacity of India in order to fix the price of
-eommodities ?

The Assistant Secretary.—They unly did that to measure the value of income -
in 1914 and 1924. If a man had an income of Rs. 1,000 in 1914 and Rs. 2,000
in 1924 and the price has increased twice also, then the real income of the man
‘has not increased.

The President. .—To come now to the prices statistics. There is a
reference to an enquiry into the revision of the prices statisties. , What was the
result of that? .

A.—I do nol think that much was done.
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Q.—Are they not talking of scrapping these index numbers and introducimg:
more accurate statistics in Bombay?

A.—They did collect family bodgets and work ont weights that way. The-
two are compared in Mr. Shirras’s book * Working Class Budgets.”” But so far,
the Labour Office has adhered io the aggregate expendilure method for the-
mdex number for publication in the Gazette.

Q.—The Government of India are in favonr of the other basis?

4.—The Government of India took that view in 1022 in the Resolution-
published then. The difference lies in the way of pgetting the weights.

Q.—Have they chonged the weights?

4.—They ohtained weights based on actual family bndgets it Bombay, bat.

they have continmed to use the figures worked out om the original lines of"
aggrogate expenditure.

Qb-l—-l,)o you think that an all-India index figare based on family budgets is .
posm L

4.—Personally T do not think it would be of much value.
Q. —Would you give a list of the family budgets that were collected?

4.—I have given, as far as I know, in the memorandum those collected by -
provincial agencies.

@.—Would those family budgets be of any use to us in gauging the taxes?
A.~TI do not know,

Q.—Failing any reliable information as to the general wealth or average-

income, the family budget seems to give us the best guide of what a man does
spend on taxes.

4.—Directly or indirectly? -

@.—Both. I think yoi: conld put us on the track of & number of family-
Ludgets,

A.—~The trouble is that when you prepare family budgeia you must first
prepare a form. I do mot know if the forms on which information was acked.

for wera prepared in a manner suitable for the extraction of this information,
If so, they would be useful.

Q.—It is possible that all the taxes paid by ibe pooresk classes will be only-
indirect.

4.1 think this Commities is more expert than I am on that. The family-
budget might show the amount spent on dutiable commodities. I bave indicated
the enquiries in this direclion since 1921. Frior to thab, budgets were collected’
by Mr. Jack in his enquiry in Faridpur. 1 think they were also collected by the -
B. B. & C. 1. Ry. for the purpose of revising the scale of pay of their employees.
Some were collected by the Servants of India Society or the Social Service League,
(TAe Aest. Secretary.—They are still collecting. They have not published the-
report. They are collecting intensive budgets.) Mr. Collinz collected some in

Bibar and Orissa. I think the Board of Economic Engniry collected some in
the Panjah

Q.-—About the valve of Government statistica generally. Wonld you give ms

any new means of arriying at the estimate of different classes of statistics-
¢oming into this econmomic eaquiry?

A.—It depends on the origin. Unfortunately, the origin is usnally got in
direct touch with the authority publishing the statistics. To take for example:
the relurn of prices current, it wsed to be the custom in the U. P. for the
Tabsildar to send in the list of prices ruling in the bazar. The average was-
compiled in the district headquarters and passed on higher. The Tahsil officials
were interested in seeing that the prices were not too high as they were nsed
for making payments iw camp. The system bhas possibly altered since then.
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(.—On the other hand, the clerk is interested in seeing that the prices do
wot fall within the level of grain compensation!

A.—Yes. Statistics so collected may go on to a man in Caleutta who has
never seen them collected on tbe spot or been able to check the methads.

{).—Same theorists seem to regard these figures as infallible. Can you give
as a crificism of the same?

A.—Their value diffiers, but in some cases they are very fallible. One was
given by Mr. Hullah of the Revenue and Agricullural Department, an instance
of the inaccuracy of the rice statistics. Bengal and Bihar and Orissa, when they
were one province, had a fairly uniform return for rice per acre. Bengal later
revised the method of caleulation. The result was a big decrerse in the
vecorded figure. Then it was found that the standard outturn ir Bihar and
Orissa was very much greater than that of Bengal or U. P. Bihar also were
asked to correct their method of calculation. Bihar had a good crop that year
(1921). But the figures showed 33 per cent. jower than the previous normal
return. [ think the big companies are very chary of accepting the official fignrer

@.—Do they add to them or subtract from them?
A, —I cannot say.
@.—There are no materials on which to base an enquiry?

A.—Some statistics are fairly accurate. In the U. P. for example, the
figures of area under crops ase fairly accurate as a resmnit of the land records
-system, but the figures for outturn involve guess-work,

@.—Figuares of prices also?

A.—Probably.

Q.—~Are the statistics of minerals generally more reliable?

4.—-1 should say they are fairly reliable on the whole. In the case of coal
@ large number of big companies give accurate returns. The Government
royalties have to be measured on the outturn,

@ —I wonder whether the companies’ figures are checked with the royalties.

A.—Probably the same returns are used for both purposes. The Chief
Inspector of Mines conld give you better information on the peint.

Q.—Are there no statistics of minor industries?
4.—1 kpow of none.

Q. —Here is an author who takes the number of persons shown in the
census as employed on cottage industries and calculates the output of industries
at four annas per head per diem.

A.—0On what basis!?
Q.—That is all.

A —If T say only two annas, whe is going to seitle the dispute?

Q.—Somebody else may say Re. 1. TIs there any possibility of getting a
figure? .

A.—TIf yon made detailed inquiries into a namber of cottage industries and
found that four annas a day was a close approxiniation to the income in each
indostry you examined, there would be some ¢round for recarding that as am
-aconomic leve! for the neighbourhood and arplying it to all similar industries
in the neichhourhond. Tor a gemera! all-Tndia fipure. four annas must he g
pure guess.

@ —There are millions of people to whom this figure is applied, and will
oot the error vanish?
A.-~The error also may be multiplied by millicns.

VOL. I. b
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APPENDIX.

(RzrEREED TO IN Me. CLOW’S EVIDESCE.)

Sample Cost of living index for Calewtia.—The mass nrits are those arrived ot forall
Irdia.
_ | Weight [ Price in Price in ei};‘:;i. er::l
Articles, Unit, (in July  Novem- (T givure inr
crores}, | 1914, ber1920. 1914, 1920,
1 2 3 4 5 6 ‘ i
|
- ) |
18, Rs. Re. Ra.
Crores.  Crores,
1. — Foodgraing, Cereals— :
Rice . « | Maund 70 .5‘94- 5380 | 41580 ‘ 505° 00+
Wleat {including fonr) ,, 21 486 657 | 9155 13377
Maize . . ., 7| o8 419 198 ova3
Totel—Food graina, . 53703 73810
Cereals,
Foodgrains, Pulses-— ‘
Gram .+ Mannd | 594 875| sea0i 8750
Arthar dat . . " ¥ 594 338 41-58 6566
Total—Foodgraing . e 10098 ; 15316
Pulees, ; 1
Other articles of food— .
Sugar, Tow " A 5251 1300 | 3675 l[ 91-00
, refined .t »s 2 781 f 2875 | 1562 i 5760
Tea . .% ” & 20000 25°00 050 i 062
Balt . . . . 5| 50| 375| 1250, 1875
Fish . . . ' Seer 25 075 88 1875 1 22+00:
Meat— I !
Beef . . - 28| o031| 03| 968 [ 1400
N 33 , 069 | 069, 1947 j 2277
Milk . . + | Maund 14 1000 15-00 | 14000 . 210-00
Ghee . . . . 15| 6000 | 11000 0 9000 | 166:00
Chillies . - . ” 3 12:00 1650 £-C0 826




Sample Jost of living index for Calewtta—contd.

a7

Weight | Price in | Priceim | oL | Total
Articles, Unit. (im | July | Novem- : dlt;’f{_ g i ol
crores.) | 1814, |ber 1920.;
1914 | 1920,
1 2 3 4 5 6 7"
" Rs. | s, Ras. Re.
; Crores, | Crores.
Other articles of food—contd. }
. i
Turwere . . . Mamnd .i 110 575 9'88! 058 | 099
Beteloats ., .| E 110 | @560 110 093 113
Tamarin 1 i . C11e 001 700} 060 070
] i 1
Vegelables — ; } : | i
! l i
 Potatoss . . . IMawma ., 13| 7291 1.1-83i 7509 | 13068
Brinjals v 6| e88. 56z 4iw8) 8372
Onious ” s| s4#l 56z, 1032 168
. I
0il, Mustard . 14| 2250 | av00 | 3375 | 4500
Total—Other articles of . j s1vss | sasor
food. ! !
i '
Total—Al food articles t {14986 | 175028
i : |
1 .

.- Fuoel and Lighting— ‘ : T
Kerosine oil ., |Case 5] 475} w38 ] 2295 | 4490
Firewood . . . {Msuond 48 050 ! 088 . 2500 | 4224
Coal (Bengal) . 1| our| 12 l 031 112
TFotal —Fuel snd Light- ! ' i 4506 | 852G

ing. '.L ' |

HI - Clothing— ! i
Dhoties, &aris and{ Lb, 27 o7 204 | 1917, 5508

Chadsre, | : : i
Shirtiogs and Longeloth [ . 25| 0737 209! 1825 35223
1
Nainsooks and others » 36 60 190 - 21-60 6540
i
Total—Clothing . | . 5002 | 17573
. I
IV—_Houserent . | Per month 10! 1741 2580 | 17410 | 20800
|
Grand Total—All articles, - ! | { 142404 | 2219-22
I { | 100 156

Index Number fur November 1920 as oompared with July 1914 is 16,

YOL. L.

F2



APPENDIX,

Coul of living sudex for Bombay (Ciry).—The mnss units are those arrived st for all-

Indis.
| Total | Total
. Weight | Pricein | Price in "' *, .
Articles. Unit, v | July | Novem.|C%Ppendi |expendi-
crores), | i014. [ber 1920 1014, | 1920,
1 2 3 4 b 6 7
Rs, Ra. Rs, Rs,
Crorea, } Crores.
I.——Forigrains, Ceresls— | .
Rice . . . .| Mauad 70 559 762 | 39130 | 53340
Wheat (including flour) ” 21 559 896 | 117-39 | 185816
Jowar . . R 11 435 816 47851 8978
Bajra . . .|, 6| #31) 837| 258 | 5022
Total—Foo.dgrains, e pee 587-40 | 84164
Cereals,
Foodgraing, Pulses —
Gram . . .| Maond 10 480 883 4300 8330
Kaii . . .| 3| a296| sar| wss| 2sn
Total—Foodgrains, " 5488 | 10841
Pulses, =
Other artieles of food—
Sugar, raw (Jagri) .| Maued 7 856 | 2540 5992 17780
» refined . " 2| 762! 2009| 1524 | B818
Tea . . - & 400 53-33 100 1-33
Salt R 5| 213) 2903| 1065| 1465
Moat—
Bef . . .| Seer a8 | osa| O®7, 896 | 1876
Mutton . " 33 o4 093 | 1386 | 3069
Milk . . .| - Maund 14 920 2370 | 12880 | 331-80
Gliee . . . . " 1% 579 1-43 76-18 (193714
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Cost of liviag indez for Bombay (City)— co-td.

Weight | Price iu | Price i. eg‘;ﬁh nxlztﬁl
Articles. Unit. {in July NO"ef“‘ ture in | ture in
crore ). | 1914. lber 1920 “g74" [ “gan.

1 2 3 4 5 8 7

I'a. Ras. Ra, Rs,

Crores, | Crores.
Other articles of food—

contd.
Vegetables —
Potatoes . . .} Maund 11 445 953 49°28 | 10483
Ouions . . . » 3 165 397 465 1191
03, Cocoanat . ' Y 3540 2517 i2-7o 1768
i
Tutal -Other  articles | 381°24 | DOL6BT
of food.

!
Total—All food articles | j018°52 | 1874 62

|
|
I1.—Fuoel and Lighting— |

Kerosine oil . . Case 5 437 &1 2185 1095

Firewood . . .| Maund 48 07e 113 372 5230

Coal (Bezgrl)y . » 1 034 1l O:H 114

'fo_ta.l—FueI and Light- 6231 ! 9489
ing.

1L - Clothing—

DEotiz, Saris and Cha- Lh. 27 o559 172 15'98 4644
_dars /
Shirtings and Long:| 25| 04| 185| 1600] 2526
cloth,
Nairsooks and other » 39 0-5% 1-69 088 6083
cloth,
Total- Clothing . .1 ... wo | 5281 | 13368
IV —House rent . . | Per month 101 11°0 1370 | 11300 ; 18700
Grand Total—All articles e e e 1244°84 | 131004
100 188

Index Numbrr for November 1920 as corpared with July 1914 is 18R,
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4th ' December 1924,
Delhi.

PRESENT :

Bir Ceantes TopmuwTER, K.C.B.I., 1.C.8., President.
8ir Buay Cnanp Mammas, G.C.LE., K CB.I, LO.M., Maharajadhiraja
Bahadur of Burdwan.

Sir Peacy Tuaomeson, K.B.E.,, C.B,
Dr. R. P. Paranieys.

Mr. G. G. SIM, C.I.E, I.C.S. Financial Commissioner for
Railways, was examined and gave oral evidence as follows :—

The President. ¢.—Mr. Sim, will you kindly help the Committee with your
views on the question of the average income and the taxable capacity of the
people? We understaud that the Financial Relations Committee examined this
question from the point of view of the comparative taxable capacity of the
provinces.

A.—This question of the comparative wealth of the different proviures waa
inquired into by the Meston Committee, but no definite conclusions could be
arrived at. All sorts of statistics were iried but no definite conclusions conld
be arrived at.

¢-—Would the same thing apply when you consider India as a whole?

4.—I don't think it necessarily would. What I mean is this. The kind of
figures they took were such as the consumption of piece-goods, and the statisties
available did not enable them to ascertain the exact places of consumption.
I was not a member of this Committee, T was merely a laison officer deputed
by the Government of India to avoid unnecessary correspondence, but when I
was in Calcutta I was asked by the Committee to get figures in regard to foreign
piece-gnads. T found out that the statistics published were supposed to show
all the foreign piece-goods received at the different ports and their place of
destination. These were railway statistics, statistics relating to inland trade
in foreign piece-goods and other things. I found out from the officer in charge
of the Statistical Department that as these statistics were compiled by the
railways and as the railways charged the same rates for foreign piece-goods as
they did for Indian piece-goods, they simply pat down any haphazard figures
they liked. As they charged one rate for both classes of goods, and kad no
knowledge of what the different packages contained, those statistics were really
based on mnothing at all

Sir Percy Thompson. . —When youn refer to foreign piece-goods, [ suppose
they were luxury articles?

A.—Yes. The Committee also tried to collect fignres regarding the con-
sumption of sugar per head of population in different provinces. They had
figures of foreipn sugar received at different ports and the first place of destina-
tion, but there were no statistics to show in what place that sugar was consumed.

The Makarajadhiraja Bakadur of Burdwan. {—Do you mean to say that
these slatistics for suzar were taken from the Railways?

A.—The Railways had certain figeres, but the Directors of Agricultore also
compiled figures showing the export from, the province, and some of thess
figures were taken by them from the railway figures. Bnt the difficulty arose
in this way, that sngar is also grown in the province itself.
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Q.—TIs there any machinery by which you could control any sugar that is
diffused in the province? Take for instance, Rancegunj or Asansol. There &
coal merchant has a depdt, and he diffuses the coal not on]f in Allababad but
in the Punjab. What I want to know is, when you have a lot of coal cr sugar
brought to & central place, js there any machinery by which yow can control the
stuff and get proper fignres?

A.—You conld take the figures from ibe railway statistics to a certain extent.

Dr. Paranjpye. Q.—Are there any separate figures for sugar and gur?

A.—Yes, bui the whole frouble as regards sugar is you have got the estimates
prepared each year by the Agricult.ura% Depattment showing what the produce
of the country is.

Q.—That is comparatively small indeed.

A.—TIt is a substantial amount in the United Provimces. These statistics are
prepared in this way. To begin with an estimate is made out of what is called
a normal crop and the outturn per acre of sugar of a normal crop is found out
by ascertaining the outturn of sample areas in different parts of the country.
A normal crop is called a sixteen anna crop. Each year they make out amn
estimate of what the crop is going to be for that year. If they find that it is
a § or 4 crop, they make it the basis for another estimate. When we got the
estimates for all the provinces, we found that the United Provinces were consum-
ing far mare sugar, nearly three times more per head of population than auy other
province, which was really absurd. The iscregancy is due to the tact that
you have an estimate of the average crop of the year applied to an estimate
of the outturn of a normal crop: and with one estimate on another estimate
a slight change in the percentage will give widely different figures.

@.—Do you mean to say tbat the figures of imported sugar were added to
the figures of indigencus sugar?

4.—Yes.

The President. Q.—Yon say that it is absard to suggest that the United
Provinces cobsume thiree times the quantity of sugar consumed by the other
provinces, but is it not a fact that in the case of salt, the returns likewise
show that one province consumes three times as much salt as another : would
you suggest that the estimates of consumption of sajt are all wrong?

A.—The fipures for salt are taken from the figures and reports submitted
gy the men in charge of the Salt Department. That is quite a different thing.

hey do not work entirely on railway figures. They sell the salt to particular
people, contractors buy it, and the man in charge of the Salt Department knows
roughly the areas in which the salt was disposed of.

¢.—The Madras returns are based on the quantity issued from the factori s
less the gquantity taken out of the provinee by rail, Wnd I imagine the same
is the casg in the North. The nett result of these figures shows that Madras
consumes three times more than the quantity of salt consumed by the North-
‘West Frontier Province?

4.—1 do not know how it is, perhaps people have different ways of con-
suming salt. .

@.—You said that you tried to follow various methods to arrive at the
average income and the taxsble capacity of the people, Did you try to follow
Bir David Barbour's method?

A4.~-No; an attempt was made 1o ascertain the agricultural incomes. We
could not follow them up, especially in Bengal where there is a Permanent
Bettlement. The Bengal authorities have got their own records of rent for
the purposes of local cesses, but they told us that the figures are quite
nnreliable as indications of geuuine rents.

¢.—You found the records of cro? estimates to be unreliable? Those were
the only things available in Bengal?

4.—In Bengal for the purposes of land revenue, they are not concerned with
rents at all. They have a statement of rents for the purpose of the local
cess which is levied by the local bodies, and they told us that the figures are
inaccarate and unreliable.

Sir Percy Thompson. @Q.—3upposing those figures were accurate, how wounld
you be able to get rents in a place where there is a Permanent Settlement?
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4.—In the temporarily-sotiled areas yon are supposed to have a  staff
continuously at work, recording all the changes in rents and tenures, right
through the year. It is on those records that land revenue is assessed. What

you get is the rent and not the land revenume.

The President. .—1 fake il that in any ryotwari province you have pot a
record of the area of cultivation of different crops for the year which is fairly
reliable?

A.—Very accurate,

Q.—In permanently-settled areas you say there are no figures?

A.—There were no figures of rents in Bengal, In the temporarily-settled
areas the Government itself keeps a correct record, whereas in a permanently-
settled area they are concerned only with ‘the revenne and they do not have
this kind of machinery. In the temporarily-settled areas a man can  sue
through a court only for the recorded rent.

Sir Percy Thompson. @.—Is not the recorded reant a purely artificial rent?
It is fixed by the Settlement Officers?

A4.—1Tt is only in certain cases. In the United Provinces tenants are paying
rents which were fixed 12 years ago. 'The difficulty now is this that there are
large areas where the statutory tenant is now occupying 90 per cent of the land,
and there are few rack rents for comparison.

The President, (.—We now come back to the guestion of statistics. May T
take it that you have satisfied vourself that in permanently-settled areas you
could not get any reliable figures for the areas cultivated with difterent crops?”

A.—No; we conld not get any reliable figures regarding rents.

@—You did not inquire into the fAgures kept by the chaukidars and Police!?

4.—No. '

Q.—Did you go imto the crop estimates, omtturn, ete?

A.—Yes. TFor instance, in the case of sugar, there is an estimate npon an
estimate : if your estimate for a normal 16 anna crop was out by a small per-

centage, and if your estimate of the average crop of a year was out by 3 or
4 per cent, the resulting estimate might be very wide of the actual fact.

@—Can you tell us how the Chambers of Commerce get their figures? One
witness told us that in the Punjab they always add 25 per cent to the CGovern-
ment estimate? .

A.,—I kuow that big exporting firms like Ralli Brothers have some method
of arriving at these figures. They have got a certain percentage or a certain
basis to find out what will be available for export upon which they fix their
prices but how they do it 1 have not been able to ascertain. The Railways
keep a correct estimate but only for particular crops, and we can find out the
quantity of, say, wheat exported, from the N. W. I, Province to Karachi.

Q.—You could test the crop forecast by the figures of goods carried by the
railways?
A.—Yes,
¢-—You do that with wheat, jute, coiton, tea, I suppose.
4.—Yes.
Q. —Anything else?
4.—There are oil-seeds, etc. They are well distributed over the country and
we have got the figures for them. Of course roughly worked out. You will
find the statistics for the principal staple crops m the administration report
ublished by the Railway Board each year. They are not absolutely complete.
e do not get returns of the amount of oil-seeds earried by the railways as
we get separate statistics for particular staples only from the raiiway systems
where such staples form not less than a certain percentage of the total goods
handled,
@ —1I% the bulk of the oil-seeds exported?
4.—A good many of them are.
Q.—Is there no forecast?
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A.—There must be a forecast. I do noi think there is an official forecast,
but I think there must be a forecast by the trade itself. We shonld get them
from the exporting firms. sney don't publish the forecasts.

8ir Percy Thompson. ().-—Wonld they object?

4.1 don't think they would.

The President. .—'* Capital ” pgives a Iur]g catalogue of quoantities and'
prices; we could get them?

A.—Yes.

@.--Can you give us any statistics regarding special crops?

A.—Not forecasts,

©.—Do any of thk Jute or Tea Associations peblish any statistics?

A.—1I am afraid I cannot tell yon that. The Tea Association, I think, pub-
lishes something. I know it does get its foreecasts from all the different pecple
in the Association.

@.—J suppose the Meston Committee did not go into the question of the
income from cattie or pounltry.

A.—No.

@.—About minerals, can you tell us anything?
4.—Yes, we have figures aboub eoal particularly.
@.—Could we get a fairly accurate account?

4.—Yes. 1 would refer you to the Annual Report of the Railway Board.
There is a volume of statistics showing the principal commodities carried by “he-
railways,

8ir Percy Thompson. @Q.—May I just ask you a leading question? When
the Meston Commitiee got to work, they thought that for the purpose of their
inguiry they would like to get the average income according to the tazable
capacity of the people of the various provinces and they came to the conclusion
that at preseni there was not sufficient material to arrive at any reliable figures.
We are now starting a fresh inquiry. Supposing we want to try snd get at the
average income of the inhabitants, how wonld you be able to get at it, what
further information would you want?

4.—1It seems to me that it is impossible to get at the average income. Youw
can get a certain amount of information. I think the Co-operative Societies in
the provinces ought to be ahle by now to give a fairly accurate statement regard-
ing the profit a man makes out of his land in the areas in which they work. I
do not know if that information is tabulated anywhere.

@.—The profits from an acre vary according to the quality of the iand.
A.—DBut still all these co-cperative societies deal with these matters,

Q.—Are these co-operative societies spread over the whole of India?
A4.—They are cortainly spread over the whole of the United Provinces. T

think they have now a bank in almost every district, I think they could get
figures as to what the average income is in their area.

Q.—You could classify all people cultivating land, and say that their ineome
ought to be so and se. Ts that the sort of thing you snggest!

4.— I think the co-operative societies would be able to give the average
income of s village.

Q. —The Members of the Legislative Assermbly have asked for the average
income of India?

4.~It is impossible to get any such fignre at all.

> —Suppose you had anlimited r.noney to get unlimited fresh statistics, could
you find out the average income then?

4.—1I do not think ever then you could do it.

Q.—But they have done it in other countries. For instance, in England
they have got income-tax which goes right down. They have got wage statistion.
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A—~Even with all that, surely the estimates by different experts fluctuate
enormously. :

Q.—That is perfectly true. They do get figures which are of course quite
different from others.

A, —Yes.

The Premdent, Q.—What would be the variation? .

A.—I understand it varies up to 100 per cent, I have seen figures by two
Aifferent anthorities where the difference was 50 per cent.

8ir Percy Thompson. Q.—Supposing the Angel Gabriel came down and gave
us that figure, will it be any good for owr purposes?

A4.—It would nat be of any good for the purposes of taxation, unless somebody
is going to try to increase the average income.

@—It would serve this purpose, that it would be the starting peint for
ais:ertaining how the total income of the country was disiributed among varions
classes ?

A4.—T1 do not guite see how it will help you even if you get it.

Q.—If you know the distribution among the various classes you can evolve
-some scientific scheme of taxation. You can then say what taxes will fall ¢n
various classes and you will be able to say whether the taxation is falling upon
-the income which is really able te bear it.

A.—This you can find out if you have a system of direct taxation only.
Besides you will not be in a position to know how much is paid by the agri-
culturists and how much by the industrialists and how much by the professional
-classes. Ib fact, you will not be able to know who pays any amount. I thought
they wanted to get this figure merely for the purpese of comparing the per-
~centage of the average annual income with other countries.

Q.—That is for the sake of mere curiosily. Even then, does it really
amount to very much ! Supposing the average income in India was Rs. 100
per year. The amouut of taxation however will depend upon the distribution
-of income. It seems to me that to find out what the rate of taxation is youm
want to know not ouly the average income but also its distribution.

A—Yes : I do not think the average income will be of any practical help
for the purpose of imposing any taxation. .

The President. Q—Have you had any family budget statements of railway
-employees collected in comnection with any inguiry into their wages?

4.—1 am not certain about it.
Q.—Can you tell us the average income of the railway employees ?
A.—That we can give you.

@.—1I would like vou to come back to the Meston Committee for a moment.
Their terms of reference really required them to take the separation of sources
and the methed of division of revenues as a settled question and to deal with the
«question of the deficit only. They had nothing to do with the theoretical method
of distribution. .

A4.—That is so.

@-—And they did not go into the question whether other methods of divid-
ing the revenue between the various provinces were possible ?

A4.—They suggested an alteration in one case. It was an alteration in re-
gard to stamps. But they considered that the division of revenues and
-expenditures was beyond the scope of their inquniry.

@.—Have you any views on the other methods of divisian such as assessing
a tax by the Central authority for local purposes or the division of the yield ?

A.—When they started this reform question, every Provincial Government
insisted on getting completely separate resousces. Thiz demand was mainly due
to the trouble they had with the divided heads of revenue.

Dr. Paranjpye. Q.—Was not the trouble about divided heads this, that a cer.
tain head was administered by the province and the expenditure on that bead
had to be referred to the Government of India.
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A.—The provinces naturally objected to interference by the Government of
India in the administration of the ‘ divided * heads.

The President. Q.—I quite see the objection to the divided head especially
. where the rate is fixed by the provinces. Seligman discusses five methods
and he discards two and suggests a combination of the other three. {The
witness was referred to these tive points.; He rejects the first and the fifth
and recommends the combination of the second, third and fourth,

A4.—My view is that you should have completely separate revenues. If you
are going to have a tax shared between two Governments, how are you going to
fix the rate ? .

Q.—I take it that he contemplates the rate being fixed by the Imperial

Government.

A.—In that case the Imperial Government may fix a rate which may give to
particular provinces more than they want. This question was raised in connection
with a demand from Bombay for sharing income-tax, The point was this, At
present it is purely a central head. But 1f you are going to have a divided head
and if the Central Government want to get an additional crore of rupees they
would have to raise the yield by 2 crores.

€).—That would be an argument against dividing that particolar head.
Take the case of death duties which are generally recognised as duaties which
should not he varied frequently. Is not that a sunitable case for the division of
the yield?

A.—If you get a fixed rate, certainly it would not cause much difficalty.
But kow are you poing to fix the initial rate to begin with?

Q.—It would bave to be douc by the Central legislation and Central Govern-
ment just as is the case with income-tax.

Sir Percy Thompson. €}—Is there any real difficulty about that? What you
should do is this. You start with a standard rate, say, 5 shillings in the pound. ,
Then you come to the conclusion that the provinces should have half, Now,
supposing the Central Government wants more than half—it wants, say, three-
fourths, then it will have to rawse the standard for it.

A.—They still get the same rate. They would not always get half ; that
would avoid my first objection. But as regards inecome-tax there remains the
difficulty which will always be there of how to determine what really is the
income-tax due to a particuiar province,

@.—1 know that is a fearful difficulty.

A4,—We could not get any sclution of that. This question was brought for-
ward before the Mesten Committce inte twe comnections. Bombay demanded a
share of the income-tax, but Berngal took up the question for & different reason.®
They wanted the Mestor Committee to fix the amount they should pay to the
Central Government by taking into account what they paid already through tue
“ central * taxes. Now, they tried to sift out the income-tax levied in Calcutta
between incomes earned in Calcutta and incomes earned clsewhere. Caleutta is
a big commercial centre and the headquariers of numerous companies. Thay
tried to prove that above 80 per cent of the actual income-tax which was collect-
ed in Caleutta came from companies which were working in Calcutta.

Q.—But there is precisely thc same problem existing in England at the
present time, namely the division of the income-tax between Northern Ireland
and Goreat Britain. The point 1 wanted to put is really this. There is a good
deal of Iiterature on the subject as to whether yon ought to tax agricultural
income or not. Supposing you come to the conclusion that you should tax agri-
coltural income. Take, for instance, Bengal where you have a low permanent
-settlement. Do vou get there more income-tax hecause the Provineial Govern-
ment gets less land revenue?

A.—TIt would not be getting the same amount of income-tax and land revenue
mbined as $he Government of a temporarily-settled tract would get.

©Q-—What T mean to say is this. The mere fact that the Provincial Govern-
ment is sacrificing its land revenue by charging very low land revenue means
1hat more goes by way of income-tax to the Central Government, In other words,
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the Central Government is in a way preying on the taxable capacity of that
province because the province does not really take its real share by way of land

revenue.
A.~That would be the naiural result.

(.—In that case would it mot immediately become necessary to allow the
province to have some share of the income-tax in order to mmimise, so far as

possible, the effect of thab?

A.—With regard to agricultaral incoms the difficulty is not so great as it is
with regard to industrial income. There is mo difficuity in allocating it between
different provinces.

Q.-—But once you :s'dopt the principle that the Provincial Governments are
entitled to a share of the proceeds of the income-tax, you come to the difficulty
of adjusting the claims of the various provinces which will not be in propor-
tion to the amount actually collected inside the province.

d.—I quite see that. I do not think there will be any difficalty regarding
the distribution of the tax on agricultural income.

The President.—Please come back again to the questions we sent you. Take
income-tax. It is either a case for separation of sources or for division of
yield.

A.—Yes.

{}.—What about land revenue ?

d.—Land revenue must be entirely provincial. It is so linked up with the
whole administration of the country that you can never administer it except
with the aid of the Provincial Govermments. You can never make it a Ceniral
spurce of revenue. - .

A.—Then what about Customs?

A.—Customs must be Imperial. You could not allow Bombay to take all the
Customs duties on goods imported for consumption in other proviunces.

Str Percy Thompson. Q.-—You could divide it up proportionately to the
smount of consumption in different provinces?

A.—1Tt is very difficult to find ont the proportion.

.. The President. .—What about the export duties on goods that can be
tdentified as the produce of a particular province?

A.—The provinces have always made that claim.

@.—Do you think there is anything in it?

4. —Tt is rather a difficult question. We have had three claims. Jute from
Bengal, Tea from Assam and ths Rice duty in Burma. These claims were put
forward before the Meston Commiitee. They threw them ont on the ground,

that the Central Government could never allow any tampering with the question
of customs, whether import or export.

@ —You can clearly identify certain commodities as the monopoly of a parti-
flt:.lar,provmce. Is it not fair to let that province have the benefit of the tax on
em ?

4.—That is assuming that the Government of India gives up export duties
altogether as a general priuciple. The difficulty is this that if you do give
the provinces the right to tax exports generally you are bound to have a lof £
tronble owing to the different rates.

Q-—Is it not practicable to arrive at an equitable arrangement?

4.—T do not think so. If yon are going to give to Bengal the right to tax

Q.—Do not give to Bengal the right of taxing jute. Let the Central Govern-
ment tax jute, the procecds might go to Beugal M

d.~—How is the Central Goverument going to fix the rate?
@—In consultation with the Provineial Government?
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* A8t it would come to the same thing, namely that the Provincial
Government was allowed to fix the rate on jute.

§.—If you do not impose it, the province will get it?
A.—Jute is eertainly the mouopoly of Dengal.

4.—Yes. Tt is all linked up with the question of the taxation of a province.
iu Burma the local Government taxes its oil induestry, There is a royalty for
that.

Q.—Is Burma alone taxing oil? Does uwot the Punjab tax oil?

A.—1 am not certain about it.

Q.—Is it a provincial tax?

A.—As far as I remember the royalty is a provincial tax. It used to Le
included with land revenue.

Phe Maharajadhiraja Bohadur of Burdwan. Q.—Eventunally the Central
Government in the case of a local Act will have to fix so much per cent from
sach province irrespective of what it gets?

A.—The original division of the taxes proposed in the Montagu-Chelmsford
report was deliberately based ou the principle that the Central Government
should get 2y far as possible sufficient to cover all its demands and Ieave the rest
to the provinces. -

{).—Suppose the Central Government wanted a crore of rupees. All that it
has got to do is to fix a rativ according to which each province should pay
towards the Central Government expenditure. That is the only way I can think
of by which you can get over the difficalty

Ad.—The practical difficulty ai present is in getting at that ratio.

T'he President. (G.—We bad better pursus now the application of the principles
that we were discussing to the different taxes. The next item is Excise, which
is a Central tax in all Federal States. In India, however, you cannot make ib
Central because we have got a system Ly which the rates are pushed up in each
Jocal area to the highest figure that does not lead to uncontrollable illicit
practices. Would it not be practical to make a basic rate Central?

4.—1 do not think you can do anytbing with Excise now, as this subject has
been banded over to the Ministers in all the provinces. You have got a political
difficulty there.

@-—Are you not already experiencing the same difficalties as were experienced
in the States? That is one of the things that was referred to by Mr. Lloyd in
his speech on the question of the present Committee.

A.—But you had these difficulties before.
@.—They were all settled by the Government of India?

d.— Yes. Bat I do not see how you can meet it now. The question of (he
rates is now so much linked up with the whole question of excise policy.

@Q.—Supposing that you enforced the old order that the rate of duty on logal-
ly-made foreign liquor should Le the same as the tariff rate. Would there be
anything improper if the whole of the duty were credited to the Central Govern-
ment? That was one-of the difficulties which led the Government of India 1o
impose the tariff rate ou all foreign-made liquors in India. That continued until
the Reforms when each provinve tried to get as much as it could and proceed-
ed to alter the rates of duty and impused customs barriers against ils neighbouss.
Would it net be in accordance with Yederal principles that the Central Govern-
ment. should reimpose the old system and keep the duty.

A.—1 do not think it would work at all. The question of the excise policy
is a thing that you have handed over definitely to the Ministers.

Q@.—If a province chose to go dry, the Government of India would lose ita
revenue?

A.—Yes.
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(.—But so long as the liquor was consumed, the Government of India woold
get in the case of foreign liquor the whole of the duty. Possibly it might get
the same in the case of gaonja and opium. In the case of country spirits a basic
rate of doty might be laid down, to which a province could add as much as it

pleased. Would snch a plan he practicsble!

4.—1 do not think that the plan is workable, The Ministers as well as the
local Councils will always insist on having this matter entirely in their hsnds
and having complete power to fix the rates that they should charge.

@.—But it would be entirely in their hands except for the fact that they
would not have the power to reduce the rate below the Government of India
basic rate. They could put it wp as high as they chose. Ffupposing an excise
duty is levied at the rate of Rs. 5 per gallon for Imperial purposes. Any Minis-
ter could put on another Rs. 5 or Rs. 10, but he could not reduce it helow Ra. 5.
The prospect of a Minister wanting to do that might be ignored.

A —The Ministers wonld still object to it.

@.—1 am trying to arrive at a scheme on the basis of other Federal con-
stitutions which would avoid what the Maharaja has been suggesting, namely,
that vou must have contributicns vased o3 revenue or population or some other
factors which the Meston Committee rejected.

A.—T understood the Maharaja to say that you should take a percentage of
the total revenues of the province.

The Maharajadhiraja Bahedur of Burdwan—The question of unfairness in
that cass would not be so acute, Suppose the whole income of Bombay is 20
crores and that of Bengal is 40 crores. Under that ratio if the Government of
India says ‘ we claim half’, Bombay would give 10 erores and Bengal would'
give 20 crores. What T mean to say is that each province should be allowed

to develop according to its own rescurces.

Dr. Paranjpye. ¢ —My suggestion wouid be that the Government of India
should ask for contributions from the provinces on a populatien basis.

A.—My own view is there shonld be a complete separation of revenuves. The

present trouble is about the contributions, and this will disappear when the
contributions are wiped ount.

The President, Q.—Nobody accepts the setilement as equitable.
A.—1 do not know if therc is any dispute except as regards income-lax. .

@.—May I pursue the classification? Supposmg you made tobacco the sub]eclr
of taxation, how would you classify it?

A.—That would be Provincial,
Q.—Is it practicable for a single province to impose such a tax?

A.—It has been done upcountry. They used to have a municipal excise nnr
tobacco all over Northern India. They had alse octroi, and they imposed a
municipal excise tax on the tobacco grown inside the municipal limits as &
counterpoise to the tax on imported tobacco. That was the regular practice here,
but octrol has been almost Abolished in the United Provinces.

@ —How would you make it universal in a province?

A._The excise would be simply so much per acre.
¢J.—Suppose you impose an acreage duty, would not the effect of that be that
the cultivators would give up the cultivation of tobaccy and import it from.
outside ?
A.—They might, but I doubt if they would.

@.—Would not that operate against a single province imposing such taxes?

4.~Tn the same way it might affect any province which imposes a tax on its
exports, say on rice. I think it would be rather difficult for the Government of
India to work the excise duty on tobacco. You would have to work it throogh
the Local Governments, they have got the records of the different crops.
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Q.—Now about stamps generzlly, is it not a very unsatisfactory arrangement.
to aliow provinces to levy different rates for the stamps on similar documenta?

A.—1I have not heard any complaints.

Q.—I believe the Government of India had to intervene themselves in some-
cases '

A.~There are certain classes of documents the stamp duties on which rre
veserved for legislation by the Central Government.

Q.—1It is quite clear that the Government of India had to intervene to stop
the effects of the separation of the revenues?

A.—TIt reserved particular classes of documents. I dom't think that represents-
& very big propertion. ’

Sir Percy Thompson. Q.—The proceeds from Reserved stamps go to the
provinces ?

A.—Yes, but that répresents a very small proportion of the total proceeds
from stamps, and no difficulty has been experienced owing to the fact that the-
stamp duty on other documents varies from province to province.

The President. Q.—~While we are dealing with stamps, supposing a large
development of stock exchange business takes place and a variety of rates is
introduced, you would have business shifting from one province to another?

A.—It won't shift from centres like Calcutiz and Bombay in & hurry. Even
in the old days the law was interpreted very differently in both centres, but it did
not shift the trade. The difficulty would he very great. .

@.—Would the Courts in a provifice where the duty is more accept documents
executed in a province where the stamp duty is l[ess?

4.—In such a case, unless the proper stamp is put on, the courts will not
allow them to be put in, f.e., the stamp must be the one fixed by law for the-
place of execntion.

{.—1If that is so, would it not result in documents beinz executed across the
border ?

A4.—T don’t think so. It would cost a lot for a mortgagee to cross the border.
He will have te pay his own expenses there and back again which would amount
to much more than the difference in stamp duty.

@.—He might have the documents executed under a Power of Attorney?

4.—8till there would have to be a very big difference in rates. In any case,.
if that was the result, then the province would have to lower the duty.

@.—You would then have an undesirable competition and you would have
many businesses shifting?

4.—T don’t think the provinces are anxious to raise their duty, the present
position is that if one province does it, the others follow suit. T don't think
there has been any practical difficulty, as the Government of India have reserveed
for Central legislation all those particular documents where a varying rafe
would cause trouble.

Sir Perey Thompson. —In England you could not possibly have a double
stamp duty?

A.—A difference in court-fee duties can never canse trouble to different
provinces. The fee is charged by the conrt where the suit is put in.

@ —Have not cases heen known of barristers signing documents to save the:
stamyp required on the power given to a vakil?

- A.—Tt might shift work from one class of lawyers to another. As a matter
of fact, prior to the Reforms we had different rates for what are called process.
service fees, the fee has always varied from provice to province.
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@ —Take, for instanes, transfers on stocks snd shares?

A.—T1 think that is one of the Reserved duties. The proposed list was sent
round to commercial bedies for opiuion and they picked ont particular kinds of
documents like Receipts, Cheques apnd Transfers, and those have been reserved
entirely for Central legislation, but the list is a very limited one.

The President. .—May I take it that your general view is that separation
of the sources of revenue iz the main plan that must be followed? o

A.~Yes.

Dr. Paranjpye. Q.—How would you meet the contention that Bombay s
not getting enough for its own develcpment? Bombay says it has got to spend
a lot of wmoney in order to improve and eucourage its industries. Take, for
instance, the Bombay Development scheme. A large amount of expenditure has
been incurred in order to produce the proper conditions in Bombay city?

A.—Bombay raises heavy taxes from the industries through the Corpora-
tion. w
Q.—Yes, but the benefit of tbat goes to the Central Government. For
instance, Bombay finances the Sukkur Barrage scheme, there will be an increase
of preduction in Karachi, and the conseqaent income-tax will go to the Govern-
ment of India. If, say, two million acres of wheat land would be available,
the Karachi merchants would make an enormous profit, and consequently the
Government of India will benefit.?

A.—Agricultural income is not liable to income-tax. The income-tax on the
profits of the exporter wonld probably he levied in Calcutta which is the head-
guarters of many of the exporting firms with branches in Karachi.

8ir Percy Thompson. @Q.—I see Dr, Puranjpye’s point. Take a hypotheti-
«al province which is very largely commercial. If it is so, probably the province
has to spend a good deal on its docks in order to afford proper facilities for”
that commerce. When it does so, it will have to raise money for it. The
argument of that province will be this, that they have got to tax to pive proper
facilities for their commarce, and the Government of India takes a share of :t?

A.—As a matter of fact, the docks are run by Port Trusts in each pro-
vince. In Bombay the Corporation is entirely responsible for most of the
expenditure referred to, and I believe they have a heavy house-tax as high as
20 per ceat.

Dr. Paranjpye-—1 am talking of provincial and local together. I am mot
speaking of municipal and provincial.

The President. (.—You can conceive an extreme case in which one province
had no commerce and was entirely agricultural, and yet the profits went to a
different place?

. A.—You have a typical case for instance in Bihar and Orissa. You have an
industrial centre in Jamshedpur where Tatas have started a new industry. The
Local Government provides police and other arrangements, but the income-tax
goes to Bombay because Bombay is the headquarters of the Company. Cer-
tainly an industrial province spends more on its loecal needs, but I don’t think
#hat this extra expenditure is as a general rule reflected to any great extent in
the provincial budget. It appears mainly in the expenditure of Iocal bodies.
For example, Bengal, in spite of the existence of Calcutta, has always contended
Pba; ::is' expenditure per head of population is less than that of any other province
in India. '

Dr. Paranjpye. Q. —Bombay spends the biggest amount, T think?

A.—I do not think in an industrial province the provincial expenditure is
unduly inflated. : :

Q.—Thg cost of living in a purely commercialised provinge is very great. For
every service we have (o pay far more. For instance, we pay a schoolmaster
a mmimum wage of Rs. 25 in the Bombay Presidency, while in other provinces

it is Rs, 10, Rs. 12 and Rs. 15. That is due to the fact that the cost of living in
Bombay is high owing to her commercial activity?



4.—But all that money which you pay to the schoolmasters is raised by
the local bodies from local rates. The lé«:rpomt.ion of Bombay pays for prim-
ary edncation, and suchk expenditure cannot materially affect = the
wrovincial badget. -

The President. Q.—The point is, do these differences in the conditions of the
provinces make it desirable to spread the basis of division as wide as possible?
I am not suggesting anything like the old divided heads, which gave an arbi-
trary share to the Central Government of taxes fixed by the provinces ai their
own discretion, but it seems to be a, different thing to divide the yield of a tax
imposed at a uniform rate.

A.—Take an exact case. Down in Madras the Madras Corporation has got
4 right to impose additional income-tax and the Madras Municipal Act, which
applies to the whole province, says that any Municipality in the Madras Presi-
dency can, with the concurrence of the Government of Madras, do the same
thing. The Government of India would step in immediately, if you allowed
# local body to impose the tax, and say it would limit the rates which they
might raise in the foture.

Sir Percy Thompson. Q. —What is the obhjection to a provincial authority
or possibly a local authority imposing a tax for itz own needs?

A.—It rednces the amount of profits remaining in the hand of a person which
you may tax.

Q.—That sorely does not carry it very far. All taxes are paid out of income?
A —TIt does reduce the amount of the profit available for direct taxation.

The President. Q.—But are not the local authorities levying much the same
thing in the shape of profession tax? :

A —That is not necessarily an income-tax at all. In many cases it is a
fixed amount per profession. It is not a percentage of income.

Sir Percy Thompson. @Q.—Let us suppose that your Imperial income-tax is 19
shillings in the pound. Does it matter to the Imperial Government whether
they get the same amount by means of income-tax or by some other means?

A —Not a bit. But what are the cther iaxes that they can get?

Q.—As long as they get the tax of 19 shillings in the pound ont of the taxes
of the same people, though it may be distributed differently, it does not matter
whether yon get it by means of an additional tax or by the existing taxes.

A4.—1f the centime additionel is a fixed centime. But is it going to be a
fired centime or a varying rafe?

¢@.—1 think there is something to be said for limiting it by the Central
Governmeont.

A —There is another difficulty about it. I personally have no objection
to the centime additionel except this. What particular income are they going
to tax? Whe is going to get it? Would Bombay, for example, get this
centime additionel on all the taxes collected in Bombay city?

~Q.—~For the sake of argument, I will say yes.

A.—But the whole difficalty as regards income-tax is that the place of
collection is not necessarily the place where the income is earmed or even
where the taxpasyer resides.

Q. —That is why T suggest that the centime additionel is more suitable for
other taxes.

A.—Yes. :
Q.—One more question about the terminal tax levied through rn.ilwsy§~ irr
maunicipalities. : .
4.—The tax- was first levied at Cawnpore. Tt was imposed originally
to take the place of octroi. This octroi was a tremendous hindrance to thea
trade and the loss to trade was far greater than what the municipality received.

VOL. I. . a
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The amount lost through octroi was so enormous that the traders themselves
asked for this tax to be imposed. It is a very simple duty. It is to all
intents and purposes a small percentage of the freight charged by the railways.
It was only Introduced in order to remove ohsiacles in the way of trade. As
regards octroei, the traders compiained of the loot which was given in addition
to what they paid to the mumicipalitv. It was something enormous, about 3
or 4 times what they paid for octrei, so they asked for this system of
terminal tax on all goods that passed through the rsilway station.

@.—Did the octroi cover the goods coming by train?
A.~Yes.

¢.—Then the terminal tax covered goods coming by train and also goods
going out by frain?

A.—In some cases only. In Cawnppore all goods eoming by train aro taxed
but only a few articles going out by train.

The President. Q.—It has been practically abolished?

4.—~Not the terminal tax, It is coutitiued as a tax becanse it is & lesser
evil than octroi.

.@.—Have you heard of cases—particnlarly in the cotton districts—where
the tax is levied in a way which makes it practically a transit due?

A.-~I do not know of soch -cases.

Q.—In cotton districts, does mot this tax really fall on the ootton and
nothing else?

4.—~It has only recently been introduced in place of octroi, It taxes traders
as well as producers. There is no refund.

Q.—Is not the ﬁrresent position this? The Government of India originally
allowed this tax only io replace octroi. Bince then they have made an amend-
ment in the schedule which enables Local Governments to impose it wherever
they please.

A,—In the original schedule, the imposition of the tax was confined to cases
where it was to take the place of an existing oectroi.

@.—Is it a fair thing that the discretion of Local Governments should be
restricted in that way?

A.—~The only reason why they restricted it at that time was this, that
they lield the view that the terminal tax was not a sound tax to impose but
was less evil than octrol.

@ —Would it not have been sounder to give a time limit within which they
must advance to a system of direct tazation?

4.—I suppose they ought to, but they will never do it. I do not think
they will ever care to have direct taxation.

@.—But you have some provinces where they have got direct taxation?

4.-—~You have Bengal, where there is no octroi. I think it is impossible
to imagine the time when the noribern muncipalities will abolish indirect
taxation and rvely wholly on direct taxation. The smaller muricipalities and
towns have direct taxation, but the larger municipalities still derive a consider-
able proportion of their revepues from terminal tax or octroi.

8¢r Percy Thompson. ¢.—It seems io me rather extraordinary. I hope my
calculation is right. In the United Provinces the amount paid by way of

local taxation was one-tenth of a rupee per head per annum?

4.—Yes, it is a very low rate of taxation. But this whole questin was
threshed out in the United Provinces by a Commiitee. This Committes
recommended the aholition of octroi in all municipalities. But while its place
was to be taken in the smaller towns by direct taxation, in the larger towns
they recommended that the direct taxation must be supplemented by the
terminal tax. As a matter of fact, even s big town like Allahabad has not

ot
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even unow weplaced octroi by a terminal tax. The reason is that except in
large centres of through trade, you cannmot get the same amount from terminal
tax as you can get from octroi. So they have still got octroi in the capital
of the province. I do not believe they will ever abolish it.

The President. (.—Bo far as the railway compames are concerned there is
no- objection to terminal tax?

A4.—No, the railways have always ohjected to it; it is really an addition
to the freights and reduves the margin available for variation of freights.

" @—Where a municipality is the centre of a particular trade, it practically
amounts to a transii daty?

A4.—Tt is a transit duty in Cawnpore, which is a hig collecting and
distributing centre. The amount paid by the piecegoods trade there is very
largs and that is almost entirely through trade.

Q.—In these circumstances, the tax is a thoroughly bad tax?

A.—1It is certainly much better than the old octroi tax.

8ir Percy Thompeon. @.—Do you ihink that, generally speaking, in Northern
India pesple would not stand direct taxes for the funds that are necessary for
local purposes? *

A.—Tt took three years in Cawnpore before the Municipal Board would

to impose a water rate on the annual value of houses to meet the cost
of the water-supply.

Q.—All for the sake of one-tenth of the rupee?

A.—Tt was not even that. It was a very low rate. It is working perfectly
all right now.

Dr. Paranjpye. (Q.—Is there any movement to-day also against terminal tax?

A.—1 do not know. If you want to get any idea as to what the views are
ﬂ: north about octroi and direct taxation you have only to read the report by

r. Hope Simpson’s Committee.

The President, Q.—It has been pretty generally admitted that if the country
is to be taxed further for local development, there is ample scope in the local
rates.

A —They have not been tonched and there are ample nntouched resources
there. Outside municipalities vou have got the local cess for District Boards
which has not been touched for generations.

Str Percy Thompsen. Q.—But in the town you say they will not stand any-
thing which is in the way of a rate?

A.—1 say there is enormous scope there, but direct taxation is wnpopular.

_ Phe President. Q.—Has the United Provinces started anything correspond.
ing to this profession tax which they have got in the Punjal?

A.—There are several different forms of towns in the United Provinces.
There is the municipality, the notified area and something below that. Each has
got its own form of taxation. In the smaller municipalities, the notified areas
and the lower formations, there is a tax called a tax on circumstances and
property.

Q.—Is it practically a poll-tax?

4.—No. It is a very simple thing. Suppose the members of the committes
meet together and decide to spend 4,000 rupees. Then they decide that if
a0 and so can pay Rs. 400, so sand so can pay Rs. 200, and so on. If is mot
an income-tax at all and is dome in a very rough and ready manner.

@.—We were told that the Punjab tax was imposed by the District Boards
and everybody pays it right down to the cooly at the rate of 2 rupees per head.

A4.—That is what they call chaukidari tax. We have also got this tax in .
the United Provinces. It was originally ralsed in order to pay the village
watchman. Afterwards it was expanded to include expenditore on sanitary
arrangements. It is really distribution of expenses among the people,

Q.—If a District Board can carry it down to a man with an i £
Ba. 30, it amounis practically to a poll-tax? meome o

" A.—Not quite. The only poll-tax that I know of is the Burma
is a definite poll-tax in Buorma. one. Thero
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10th December 1924,
Delhi.

PRESENT :

Sir Caartes Tooaonrze, K.C.S.1, I.C.8., President.

Bir Bray Crawvp Mantas, G.C.LE, K.C.8.1., I.O.M., Maharajadhirajs
Bahadur of Burdwan,

Sir Perncy Tromrson, K.B.E.,, C.B.

Dr. R. P. Pamavirys. -

Mr. C. F. STRICELAND, 1.C.S., Deputy Registrar ot Co-opera-
tive Societies, Punjab, was examined and gave oral evidence
as follows :— ’

The President. Q.—You sre Deputy Registrar of Co-operative Societiea?

A4.—Yes, 8ir.

Q- —You have been on special dmty for making inguiries into co-operative
matters in some Nuropean countries like Italy, Holland and England?

4.—~I went to Italy, Belgium and Holand and also to the Scandinavian
countries on those occasions.

@.—Did your inquiries there lead you to a knowledge of the condition of the
pmrflr’ classes resorting to co.operation and of the effect of taxation upon them
at all?

A4.—1 was able to form a general impression of the condition of the poorer
classes, but am not in a position te give detailed figures.

¢.—You are a member of the Punjab Board of Ecoromic Inquiry?

A.—Not at present, but when I return 1 shall be a member.

¢.—Can you give us any assistance in assessing the value of the existing
statistics in India for the purpose of forming an estimate of the national wealth?

A.—1 do not think I can; I am not at present familtar with them.

@ —Have you given your attention to the question of the processea that would
be necessary in order to arrive at such an estimate?

A —Yes, I do think that it is impossible to base an estimate in view of the
diversity of conditions all over India on anything except a large number of
local, detailed and carefnl inquiries. Many inguiries such as those which are
being carried on by the Punjab Economic Board should be made.

@.—Would the result of such an inquiry help yon to arrive at a composite
picture of the economic progress of the country?

A.—What you would get would be a mosaic picture. Whether you can deduce
from that any general conclusions, one cannot be sure. Only the mosaic is
there, but it will not help yon to say that what is ascertained in one place
will appiy to all parts of India. )

@.—And would such an inguiry 'belp to show where the taxation is pinching -
particular classes?

A.—In some cases it would; for instance, in the agricnltural classes. But
in the case of fhe commercial or salary earning classes, I do not think that an
ingquiry ioto their conditions would show where they are touched by tazes,
because the burden of taxes, at all events on the salary earning classes, is wuch
more indirect. It woonld not appear in their accounts. .
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8ér Percy Thompson. (.—In what way is the tax on the agricultural classes
direct?

A4.—Because it falls on the land, which you can sbsolutely estimate as being
beld by one man and you can say whera the land revenue ia falling,

Q.~-You mean taxation by way of land revenue!
Ad.—Yes,
Q.—Youn think that it is a tax and not & rent?

A.—1 think the point is immaterial for the purpose of ascertaining whers
the taxation is pinching. Do you mean to exclade rents from the process of
taxation? I think that in estimating the condition of the agricultural classes
you must take into account all burdens whick fall epen them whether they are
technically rents or technically taxes.

@.-—What I mean is this. As between & man who has land and one who has
no land, you would expect the man who has land to pay somethng for it. He
has got the use of an asset and he naturally has to pay a rent for it, while
the man who has no land does not pay rent, and therefore by charging him
you put him at a disadvantage as compared to the man who has land?

A.—It seems to me that the difference between ‘rent’ and *tax’ is a
problem for the Committee to decide.

Tkhe President. Q.—Does your experience in the Co-operative Department
give you any materials for assessing the extent of that burden?

A.—In a general way, not very much in detail. For instance, the Co-operative
staff in the %unja.b are re uirel:i'v every year to analyse the loans given during
the year. From that we discover what proportion of the loans are given for
land revenue. We also have occasion, wEen a man fails to repay his dues to
a society, to ingaire into his circumstances, and from time to iime reporis coms
up irom the staff that such and such a man really could not pay because he
could not make his agricultural holding an economic proposition. But then
you have to take into account his personal industry and knowledge. I do not
think my experience enables me to give any general estimate. I should like
to konow a little more clearly what kind of estimate is required. Do you mean
an_ estimate of the total profits of agriculture or an estimate of the economic
bolding? The expression seems to me a little vague. The ordinary estimats
of profits made from land is better made by the Settlement Officer than by the
Co-operative Officer. We actually do use his estimates in certsin respects. We
have a register of loan limits in every society in the Punjab, and one of the
standards for fixing a man's limit of borrowing is so many times his land
revenue, say 15 times in some cases, in others it goes up to 30.

@—Do you find that the surplus which he is able to apply to the repayment

of the loans is more or less than it wonld normally be if the setilement calcula-
tion were correct?

A.—If I may say so, it is a very dangerons question, and if I were to answer
that without a great deal of ualil{oation, I think I should be doing myseif an
injustice and a disservice to the Committee. In a general way I can say that
we find that a mon can repay more than 15 times the land revenue assuming
that the land revenue were based an 15 years purchase. On that basis he ought
to be able to repay 30 times the land revenme. We actually find that an
industrious man can pay back sums of debt that exceed any practicable multipla
of the land revenne that you can take. I know the case of a village, in which
the members of a co-oferativa society paid back Rs. 3,000 debt each it the
rate of Rs. 12 per acre for 10 years, and the assessment per acre was Rs. 3.

Dr. Paranjpye. Q.—Was this debt incurred for agricultural or domesti;
purposes?

_ A.—Mostly for extravagance and owing tu the difficuities in which they fell
with money-lenders,

@Q-—It was not a productive debt?

d4.—Broadly speaking, in the Punjab there is no productive debt.
Q.—Was it due to any current expenditure like manure, efe.®
A.—Practically no manure is nsed in the Punjab.

@ —Or for agricultural implements?

A.—~A millionth of it would be for that.
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Phe President. Q.—On the subject of manure, is it troe that mapore is
not needed in the Punjab?

A.-—~The manure which the caltivators get from their own cattle is used,
but it is altogether insufficient to cover their land. !

Q.—Do you suggest that chemical manure is not much used. in the Punjab?

A.—At the present moment the Agricultural Department in the Punjab, I
think, are not prepared to recommend any chemical manure.

Dr. Peranjpye. Q.—Not even for supar cane?

4.—1 do not think they recommend any artificial manure. I kmow from
reports that it is very largely nsed in the Deccan and Madras, but it is different
in the Punjab.

The President. G.—Can you give us your general impression of your comparisen
of the conditions of the Punjabi cultivater with those in European countries
which von visited?

4.—T can only give it as the impression of a man who has travelled in
European countries, but I have not heen to many peasants’ houses and examined
their conditions in detail. But all that 1 can fairly say is that the condition of
the ordinary peasant in Sicily tends to be lower than the condition of the peasant
in India. In other parts for instance, in North Italv and Belgium, I should
say the conditions were very much on a par with the Punjahi land-owning sman
cultivator. In many cases the Punjabi would be hetter off on irrigated land,
allowance being made for differences of climates. The Scandinavian peasant
and the North Duteh peasant appears to me to be in the position, broadly
speaking of the Punjabi on irrigated land, a fairly prosperous man. He differs
in beilmi thrifty as compared with the Punjabi who tends to fsll into unproduc-
tive debt.

Q.—You are familiar with Major Jack’s comrarison? Would that apply,
generally speaking, as hetween the Punjabi and the Italian peasant!

A.—If you mean as regards output and taxes, his general conclusion that
taxation is much lower in the Punjab than in other countries jis obviously trme.
It is much lower, infinitelv lower, than in many %oreign countries,

@.—He says in one place of the cultivator of Faridpur * the income of the
cultivator is equal to that of the cultivator who pays six times as mwuch in
taxes. . . ."?

A.—My general impression is—I conld not say anything about the South
Ttalian, but in North Ttaly it is true that the taxes paid by the Co-operative
Labour Societies and land-owning societies are infinitely more than those paid
by the Punjab cultivators. but ¥ am not in a position to give figures.

Q.—He quotes s description of the food of an Italian village. He says it is
** for all practical purposes that is a description of the food of the people of

g‘_a.:idpur without the comfortable addition of fish in abundance to their daily
iet. LW

N :h‘—I sbonld have thought that the Italian ate more meat, especially i the
orth,

Q..—-He says that the Ttalian is a vegetarian not from choice but from
necessity !
. d.—T have not eaten in the houses of Italian peatants, but [ have eaten
in smali inns side by side with the people. But there the Italian peasant who
Eoes to a meal in the inn is slightly better off than those about whom Major
ack speaks.
. @—If you were told that one in three of the population is either starvin
or the whole population is getting only a third of the food they need, woulg
you regard that as having any truthful application te the Punjub peasant?
4.—None whatever. I have been travelling amongst the people almest the
whole of my service, and I cannot agree with that snggestion.

Dr. Parenjpye. Q.—Even of the labouring popalation in the villages?

4.—No.

@.—Not even among the manual labonrer?

4.—Very few statistics are available, but I suppose the majority of the
agricultural labourers in the Punjab live on a share c?t?t.he land o:'f w{ich they
are part owners. For instance, the ordinary Hali in the Ponjab as a rule is
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paid a share of the profit, at least in the central districts. I would not say
that about the whole province. The sweepers and others lgve'partly by harvest
labour and partly by road labour, and very often by spinning or some cther
industry, and I should not be inclined to say that even one-third of them are
starving. :

).—Can you say anything about the urban labouring classes?

4.—1 cannot speak with confidence. May I here say one ward about the
urban classes? One of the questions that I particalarly requested the Punjab
Board of Economic Inquiry to deal with was to take up the family budgets
of labourers in the mills, but they have not yet reached that stage.

Sir Percy Thompson. @ —With regard to the Punjab Board of Economic
Inquiry, what stage bas it reached at present? Has it issued any interim report?

A.—There is a permanent Board which from time to time takes up small
questions suggested by the Members. It also issues reports. There was an
inquiry which 1 suggested—an inquiry into the income and expenditure of clerks
getting Rs. 50 and less, and a number of other inguiries into given cases were
made with results which showed that the expenditure exceeded mcomse in practi-
cally every case, and the meaning of that is variously interpreted.

The President. (.—Have not similar results been found in estimated family
budgets in the case of people of a much higher status?

4.—T1 believe some budgets in an inquiry made last year showed expenditpre
which wounld be justified but is not made.

@.—You say that you will be glad to see a single tax on land or on income
substituted for the salt duty, water rates and customs as well as for some
minor charges, Would you devclop that idea?

A.—It seems to me that in a country of com{;aratively illiterate People, the
first thing in regard to taxation should be simplicity and intelligibility. Tt is
pot intelligible as it is at present, in my opinion, to the people. T am not in
rinciple a single land taxer, but the only advantage of putting a single tax on
and 15 that land cannct run away. TIn principle it appears to me immaterial
whether you put your single tax on land or upon income, but while there is no
substitute for land, there is a substitute for everything else. That is the onlv
argument which I have {o advance in support of the single tax on land, and
I think that the conditions would very soon adjust themselves. The land-holder
would have his objections for a time, and it may not be practicable to introduce
it at once, As an alternative to the tax on land which cannot run away, I
would suggest a single income-tax. Abolish all other taxes which are now
imposed except those required for hygienic reasons or for reasons of police. For
instance, gun licenses must bhe charged for, and excise might be maintained
for hygienic reasons. Then there would remain those charges for services
tendered sach as railways and post offices. When customa are imposed for
protection, I would treat them as imposed for national! reasons, good or bad.
But I would have no customs for revenne.

Dr. Paranjpye. @.—What wonld be the intensity of taxation on land accord-
ing to your scheme as compared with the present?

A.~—That is another question. Techmeally for the moment it is a theoretical
scheme, and whether it can be applied to India is quite another matter. The
only case where 1 had occasion to inquire mto the results was recently in
Denmark where a tax on the urimproved valne of land bas been imposed
addition to an income-tax. Tt is estimated there by the single taxers—it is put
forward as an argument to win political support—that if all the other taxes
were abolished and there remained only a tax on unimproved values, the small -
cultivator would pay very much less than what he is paying at present. The
middle class farmer would pay a little more and the owner of the town property
would pay immensely more, while on the other hand he would be relieved of
inceme-tax and so forth.

8ir Percy Thompson. Q.—If you put a tax on the unimproved valne of la'nd,
you could not possibly put it at a higher rate than the annual value of the
animproved land?

4.—No, and certain tand will go oul of use.

Q@.—Now under the Financoe Act of 1909 the total unimproved value of the
land in Great Britain was calculated by a separate valuation of esch unit at
‘:hr.ea thomsand million pounds. If you took 6 per cent on that as representing
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the annual valwe, that amounis to 120 millions. Therefors, 180 millions is the
limit of taxation you could impose. Now the whola budget in the United
Kingdom requires something like 800 millions. I think yoor criticism is fair
to this extent that taxation has gonme up far more than the value of the land.
Taxation is something like 4 to 5§ times mmore than what it was before
the war, where the value of the land bhas not certainly doubled. Therefore, I
do not quite see how you are going to raise taxation on the unimproved land,
because if you absorb the amnual- value, you will not get the amount required
for the expenditure of the country.

A4.—1 would suggest in answer to that that your 180 millions may now perhaps
be 300 millions roughly. Then there would remain income from post office
and excise. If these do not give the total needed, you must treat post-war
taxation as a special case, and impose other taxes temporarily.

Q~—If you are going to abolish Customs bow are yon going to rolect
Excise! Wonld you allow foreign spirit t0 come in?

A4.—I should not have said * Excise”. ‘I should bave said ** Charges
imposed for reasons of health or police ”. Wherever you impose an exciss for
reasons of health, you would retain the customs, but not for reasons of revenue
‘The object would be different. It might be collected through an excise at the
ports. 1 am misusing the word there.

The President. (.—I% is a tax on consumption.

4.—Consumption of certain articles of which you wish to control the con-
mmption, That would bring you up to something like 500 millions. Is pot
Excise something like 200 millions?

§ir Perey Thompson.—Tt is more. It is 240 millions,

A.—Post Office?
{.—About 40 millions,

A.—Is that all? T am stil below the mark. I am only a little aver 600 .~

millions. At present yon have to take the post-war situation.

The Maharojadhiraje Bahadur of Burdwan. Q. —And you ingclode income-tax
alse in addition?

d.—XNop. I would aholish income-tax in those circumstances. I am only
speaking, on a theory which I do not mysélf support, of a single land tax in
which there would be no other tax but charges for services supplied and control
of certain articles.

Q.—Do you expect that under yoar system of a single tax the expenditare
of Government would be very much less?

~ A.—There would be a considerable reduction of expenditure in the collection

of customa and taxation.

Gegir Perey Thompson, @.—You differ a little from Henry George because Henry
rge .-

4. —T disagree with his view totally.

Q.— It seems to me that it is quite arguable till yon come to fignres. The
wealk point of Henry George is that when you absorb the whole of the unimproved
value, you still have not got the sum of money which will carry on any existing
Government.

4,—Where, I think, be and some of his land tazers get round that is by
over-rating the unimproved value and they do so by saying that all agricultural
improvements shall be considered to be extinguished in 40 years.

@.—That would not help very much. What they say is that improvements
get merged in the land and the result is that in the case of agriceltural land
they tax improvements.

4.—1 agrea.

The Maharajadkiraja Bakadur of Burdwen. @.—May { ask what would
bappen if everybody improves his land to the utmost extentt Where wonld the
State get its dues from? '

A.—From the unimproved wvalue.

@.—Supposing all land is improved?

4.~—~Yon would tax improved land also on its unimproved valne—on the
value that it would bave if it were not improved. It would be a sort of
ground rent.
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To the President. 4.—1 would not advocate s combination of the tax on.
unimproved value of the land with income-tax as in New Zealand.

Sir Percy T'hompson. Q.—~Would a universal income-tax be possible in India?
Could you bring agriculinral incomes or income derived from land under a
general income-tax?

4.—Not on an absolutely universal system. I am trying t¢ think out how
in India you can have a single tax it would have 1o be adjusted to some extemt
to the peculiarities of the land and to the peculiarities of the people who either
in some cases are illiterate or in other cases are more disinclined than in Europe.
to state the clear facts as to their income. I think you would have to uo
it in this way. You would have a land seltlement as at present and you
would not ~ssess the revenme on land but you would value the net profits.
You then would have for that area of land a potential income.

The Makarsjadhiraja Behadur of Burdwan. @Q.—What would be the principle-
of assessing the net profita?

4.—Very often it will be commensurate with cash renmt.

Q.—-The man who cultivates his land or has it cultivated has pol certain
expenses to nieet. [ take it you would deduct those expenses and thean arrive
at & figure which you would consider as the net profit. Then, from that, I take-
li: ﬁon wonld have to deduct the amonnt of rent which he now pays for that

nd.

4.—No.

Q. —What T mean is that in calculating the tax yon would have to deduct
the amount of rent which he now pays.

4.—I would include it. T would reckon the net profits of the land prior-
to the payment of rent. If you are cousidering what a plot of land will produce
you deduct only the expemses of cultivation,

.—If you are applying the theory of a single tax on that land, you wonld
also have to calculate the ratic of land revenue paid?

4.—There would not be any land revenme paid.

@Q.—Supposing the net profit on a land at present is Rs. 100, that man may
pay Rs. 25 to the Goverument as land revenue. His actual net profit on that
land therefore is Rs. 75. I take it that when yvou calculate a single tax you
vtiould calculate on a Rs. 25 basis which was his basis of payment plus anything
else.

A.—1f the income of the land after paying the actual expenses of cultivation
was Rs. 100, T would take Rs. 100 as the profits of that land. .

¢.—And on that at what rate would you calculate a single tax?

4.—~That would depend on what rate you waot to impose. You can impose-
either 1 per cent or 99 per cent or 100 per cent.

Q.—You propase a single tax. You do not seem to have taken into account
the fact that the man who has the land in the Punjab or the United Provinces.
is not the man who ordinarily pays your income-tax. In calculating the tax
on a man who only pays land revenue, how can you include such things as salt
duty, water rate and customs?

4. —1It is possible that I bave not been understood. I would suggest the.
abolition of such things as salt duty, water rate, and customs for revenue.
Then I would take the proceeds of a given plot of land after deducting the
cost of cmltivation. T would pay no regard to whether those proceeds go to
one person or are divided between the landlord and the cultivator. So far as
we are concerned with the profits of the land, it is all profits after deducting-
the actual expenses of caltivation. Then it would be a matter for Government
to decide what rate they wished to impose. But as regards the valuation for
taxation,” the valuation would be Rs. 100 if that was what remained after paying
the expenses of caltivation.

(Q.—The ordinary cultivator in the Ponjab is a small landlord very often
himself, Supposing he were to aggregate what he gives to Government, whether
it be in the shape of salt duty, customs or other minor charges and the land
revenue that he pays, water rate, etc. Supposing he found thai out of Rs. 100
which is his net income he only gives, say, Rs. 40 and keeps for himself Rs. 60.
Under your system of a single tax, which would replace all these taxes, if he-
has to pay more than Rs. 40, of what benefit is a single tax to the cultivator?
That is what I cannot understand.
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8ir Percy Thompson.—~It may be a more equitable way.

4.—T do not see that you meed take the present amount paid by the tax-payer
-as mecessarily equitable, We have at present a complicated svstem of wvarious
taxes. My object would be to sweep them away and impose ome tax. We
cansiol al this momeni say whether that tax would come to more than the present
total of the charges which that man pays or less; but it will have the great

;eneﬁt, of simplicity and yon would know exactly what vou are laying on each
erson.

Q—I think that the benefit of simplicity will be on the part of the Govern-
mant, not en the part of the man wEo pays. The party who pays may have
to pay throngh six agencies, but if his tolal payment becomes more by a single
payment than by six payments, he mnst rather welcome the six payments than
the single payment,

Str Percy Thompson. (.—Let us suppose that you found that the total is 500
millions and you found that the Siate wants 100 millions for its budget. You
would then impose 4 tax of 20 per cent. There is just this ditfiecully. Where
rent was paid, } suppose you would allow the cultivator to dedurct the Rs. 20
applicable to that rent?

A.—1_would put the charge entirely on the man who is getting the income.
You would have to divide it of course according to the rent.

¢ —You would charge the cultivator Rs. 20 on Rs. 100 and you wonld
-allow kim to deduct at this 20 per cent raie from the rent he pays? .

A.—Yes,

. @ —There is just ome criticism. That would mean a flat rate tax for all
inconies, .

A4.—Yes. I want to put this tax, even of the land, not on the piece bnt on
the individual. But you must do that by valuing the profits of the piece and
then take the person and say : ‘" You are holding so many pieces and therefore
.your income is so much. We will tax you on that income.”

@.—Take the instance I gave. The State requives for its purposes 20 per
oent. It +ants a tax of 4s. in the £ on the net profit. I do not see how
.you can vary from the 4s. rate according to the circumstances of particolar
tndividuals becanse vou have assessed the net profits at Rs. 100, the tax being
Rs. 20. Now. if that tenant is going to pass on the tax applicable to rent
that he pays, he conld only do that at that rate of 20 per cent because that is
the rate he pays. If vou are going to put differential taxes, vou twould have
to look into the circumstances of that land owner. The land owner will pay the
20 per cent of his share. He may also have some dividends.

4,~I would take the man and say: ** He gets so much from this land ;
the cultivator gets so much and the land owner gets more dividends and rents. .
Bince his income is over 5,000 ke will pay at 5¢. This cultivator has only 500;
therefore hia pays at 1s. in the £.7

Q.—You would have a system of graduation plus super-tax. For agriculturists
you assume an empirical income: not what he actually made. but vou would
assess in an empirical way on what the land ought to produce.

A.—If T found he was below the minimum 1 would cxempt him.

Q.—Very much the same as they do in England at present in the case of
agricultural incomes? -

A.-—Yes. I was not aware that it was so in England.

@.—The farmer is assumed to make profits. Tt used teo be 1/3 the rent
and then during the war it was double.

A.~—The rent is assomed to be 1/3 of the profits? would use that
empirical system for land. With regard to other classes of persons in this
country who do not keep accounts, you would again have to have empirical
assessments rather on the lines of the Indian profession tax. T think that would
have to be assessed by local authorities as low down as vou can go with aoy
assurance of integrily—just as you do in many municipalities at present in the
case of taxzation on a lawyer as such or a doctor as such. I would do the same
for all persons earning an income which does not require them to keep books.
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. Q.—Assessing the value of land in the way yon propose, is it not an enormous
administrative problem?

A.—It is done every 30 years in the Punjab. It is done in a way every
year. Almost every plot of land is worked out. Every plot of land is separately
assessed, though as a matter of fact, what is dome is, to take the whole
village, divide it into blocks of land and classify them as to whether the land
is good or bad, and then assess at a flat rate for that block. That is the usual
method. But I believe there are parts of the countrv where they go still
more into detail and assess each man’s holding. I would simply exiend that
system to the profession tax of the people who Teep no accounts and since
it is much more difficult to arrive at the net income of such persons, you
would have to follow the system of saying ¢ We assess you at so much and
if you find that it is too much, next year keep proper accomnts ', and yon
would go on raising the tax every year until he kept accounts.

¢.—You have solved the problem, whollv or at any rate partly, of taxing
the non-agriculturist. 1t might or might not be satisfactory. A new problem
-according to your theory would arise as to the assessment of the profits on land.

A.—That would be by a change of the method of imposing the tax. The
profits are discovered at present by the land revenue.

@.—Does land revenue bear a definite relation to the profits?

A.—1Tt is supposed to be half the ret profits. It is as a matter of fact a
good deal less. :

@ —If you base income-tax on that, you would have to have a re-settlement
more than once gvery thirty ycars, You could not condemn a man to pay for
3D years on an assumed profit. Circumstapces change.

4.—1 think you might adjust it according to a weighted index of prices.
‘The sale price of wheat and cotton in ome year having gone up, all areas of
Jand in districts which were suppoféd to depend on that index would be raised
'so much. You would have to have a different index for irrigated and unirrigated
-areas. :

The President. ().—Would it be practicable to bring the land vevenue of the
districts that were settled some years back up to a standard level based on the
rates in the districts last settled? Could you standardize the land revenue
in such a way? -

A.—I thiank it wounld be very interesting and well worth trying.

@.—1If you could do that, could yoa then, instead of bringing in your scheme
of assessing income-tax individually, maintain your standard of land revenue
and levy an income-tax on agricultaral incomes which were above tha exemption
limit, allowing the land revenue to be deducted from the income-tax?

A.—My scheme has this advantage that whereas the present assessment is
on the land and not on the persons, my scheme assesses on the persons; you
wonld bave to add gradnation and exemplion. At the present moment there
is no exemption.

Q-—Under the scheme that I was suggesting, you would get the exemption
ipasmuch as the income-tax would only apply to incomes above Rs. 2,000. Your
standard land revenue would remain.

4.—You would have income-tax of the person as at present, would you?

@—Tn the same way as you asceriain the other income for income-fax
purposes.

A.—Yon mean vou would abolish the land tax?

. . @.-—Could you begin with standardizing the land tax by the weighted
index? Suppose, district A was setiled last year. You wonld make a sliding
seale for the last 29 vears and the other districts would have their assessments
increased proportionately up to the level of district A.

A.—TIt might be done.

Q-—You conld then impose something in the nature of super-tax by taxing
agricultural incomes in excess of Rs. 2,000, ascertaining the income of the person
by the ordinary methods,

A.—That conld be done.

¢.—You wounld have to deduct the land tax from tha income-tax when vo:‘
assessed it? .
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Sir Percy Thompeon. (Q.—If you have in existence a land revenus and am
income-tax, you.would have to dednct land revenume from the profits and then
assess income-tax on the balance?

A-—Yes.

@.—Would you impose your income-tax on agricultural incomes at a lower
rate than the income-tax on trade?! In view of the fact that these peopla pay
land revenue, should they be entitled to a lIower rate of income-tax.

A.—It is a thing that certainly could be done. With 2 universal income-tax
such as I saggest you could not only graduate but you could also differentiate.

Q.—For the purpose of differentiation it is suggested that you should take
off the land tax.

A —1I think that would produce more uneven results. It i as though a
man had three properties from which his ijncome is derived and you assess on
the net income of two of them and then allowed him to deduet all his expenses
of the third one from the tax imposed.

Q.—You would prefer a differential rate of tax?
A.—That would be quite poss_ible.

Q.—Any consideration of land revenue wonld depend on gemerally whether
you consider land revenue as a rent or a tax?

A.—TI should base it more on the guestion whether you find it necessary teo-
maintain agriculiure.

Q.—You don't put a lower rate of tax on farmers’ profits in England because
they pay reni?

A.—No, but you do reduce his agricuffural rates on the ground that ke
gets practically little benefit from the services which they support.

@.—No, I think in England you remit the agricultural rates because Le
does not to the same extent get the benefit of the local expenditure?

A.—Yes. With regard to the adjustment, if they can show by proper accounts
that their income is less than the empirical assessment that is made on them, they
should be allowed to have reduced assessments.

@.—In regard to that, I do not guite follow how it can be done.

A.—We have it at present in a number of municipalities. In one or two
manicipalities I koew, befora I went off into this side line of co-operation,
what one used to do was to form under the presidency of the ward-member
local groups in what is called a mohkailla. We very often find that persons
following one profession will all be living in one particular locality. You would
form a sub-committee for each profession containing a substantial representation
of that profession and they would class the memhers of that profession into-
50 many classes and then the Municipal Committee. very often after discunssion
with the sub-committee would ask ‘* Well now, what do you think i a fair
assessment on all the lawyers? 10,000 or 5.000 or 150007 ©* A certain amount
of haggling will go on and eventually a compromise would be reached. TFirst
of all you begin by the msual method, assess what you are going to put or in
the lump, and then divide it up among certain classes. The Committes will
say : ‘' You are all respectable men; we will put you in the first class.” You
know who are the big men. Sometimes you will find men, who want to maintain
their status, wanting to be put in the first class, Then you have a second
class and a third class consisting of very poor men. You have much more certainty
in dealing with agricultural land. The land cannot run away.

The Drecident. @.—Is the profession tax, which is now levied by District
Beards, worked in the some way? '

A.—TI imagine that it is similarly worked by District Boards. But there is
a bit more of official assessment. Probably the local Magistrate, the Tahsildar,
calls up to his headquarters groups of such and such a profession and does
it in the same way.

hQ.,——Under your uniform tax would you lower the exemption, and if se, to
what !



4.—To Rs, 250,

@.—Ou what principle is that? .

4.—The limit of exemption is empirical always. I have always reckoned
Rs. 20 as the minimum on which a poor family can live.

Q.—You inclode among the other things to be abolished the water rate?

A.—1 would charge only the actual cost. At the present moment there is a
darge profit. T would charge the cost of maintenance.

Q.—Take a case like the Canal Colonies, Yon give an enmormows unearned
dncrement; to the landholder?

A.—Yes.

Q-—Are you not going to recover anything from him?

A.—Yon tax his income.

Q.—Is it fair to do so under the present conditions?

A.—No, the thing that 1 would like to do in order to abolish a number of
thirsty subordinates is to fix the land and waterrate as in Egypt. I was very
.much impressed to learn that in Egypt land tax and water tax are included
togother.

{Q.—The same is done in Madras where land is assessed as wet. But even
.80 you still give the owner a large addition to capital value which he has done
nothing to earn.  Would it not be fair in addition to levy a betterment fee which
you mighi spread over a term of years in order to recover a share of the
Amproved value of the land?

A.—Make 3 man pay as it were a capital levy. It has been done very often
in the Punjab by requiring people before they are given water to surrender so
.much of their Jand to Government.

@-—Under what law has that been done?

4.—By agreement, I understand negotiations are going on even now.

Q.—In certain places they have levied what you call an inclusion fee?

A.—You may describe it as blackmail. As regards the assessment, you simply
.say that since the selling value of this land has gone up, therefora we shall take
sccount of that. I am sure in practice it has been done by the Punjab Settle-
ment Officer by actually taxing this land at a much higher rate. You will find
that the land tax in irrigated land in the Punjab is materially higher than it is
-on unirrigated land.

¢—Is it not a difficulty in a scheme of that sort that yom cannot charge
straight off 50 per cent. of the produce of the land and the water? Your Settle-
-ment Officer may base his settlement, on half the net profits for the land plus the
water, but ten years heuce that land will increase enormously in valua?

4.—The term of each seitlement is 30 years, but frequently it ie 1C in newly
-¢colonized areas.
Q.—Is that settled as wet?

4.—Tt is settled as dry subject to water rate, but in practice that dry assess-
ment is obviously a great deal more,

Q.—There s a great deal of agitation going on about an increase in water
rate?
4.—The settlement has nc relation o the water rate.

8ir Percy Thompson. Q.—Sopposing you have a piece of land, on which the net
produce is worth Rs. 200 a year, of which half is paid by way of land revenue to
Government, so that the coltivator gets Rs. 100 and the Government gets Rs. 100
-and sapposing you pay a water rate which increases the net produce from Ra. 200
to Rs. 300, would you then take Rs. 150 by way of land rovenne!

4.—No, when assessing his net produce you take into account what he pays
for water. His gross profit may have been Rs. 1,000, and hitherto his expen-
diture was Rs. 800, so that his net profit was Rs. 200. Now his gross profits
kave probably gone up from Rs. 1,000 to Rs. 1,500, but his expenditnre including
water rates has gone up to Rs. 1,200. As far as my recollection goes, it is so. It
48 15 years dince I did any settlement work, so I cannot be snore.
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The President. Q.—I notice that Major Jack’s estimate of the taxation of whe
people of Faridper includes profits from Btate railways apd miscellaneons.
receipts. .

A.——I take it ke is talking there really of what he reckons as burdens on the
people.

@.—Are they burdens on the people? He says that people are getting cheapar
railways. ) .

A.—Nevertheless he means that (overnment is making a profit.  Those
people pay for travelling on railways, and I think Government is not mormally
expected to make a profit. It is sdrely a burden, it may be a thoroughly jnstifi-
able one, but it cannot be denied that it is a burden. It is a payment to Gov-
ernment for something more than a mers service.

¢/.—Do you accept the definition of tax as something which the tax-payer is
compelled to pay for which he gets no specific return?

A.—Specific? If that is the definition, then T certainly agree; that is, he
gets a specific return for travelling by rail at the minimum cost necessary tio-
maintain the railways. I am quite willing tolaccept the definition of tax.

@.~Yon would maintain certain duties on consamption?

4.—Yes.

@.—What would vou tax under that head?

A.—AN drugs and fire arms, but I leave it open to levy a tax on anything
that can le justified on grounds of health, on grounds of safety and on grounds
of public interest. If a conntry wishes to adopt protection, it can impose customs.
for protection. Personally 1 am a free trader.

@.—You would not impose duties on consumption as such?

4.—No, they are unsound because people do not feel them. But 1 °cbject to.
eustoms duties because of the corruption to which they give rise.

@.—Is there any comparison between the corruption of the customs staff gnd,
say, the staff comcerned with the levying of the income-tax or profession tax
or land revenue?

4.—Tsking the particular conditions of India, possibly not. They may all
be on a par. I should say myself that the assessment of land reverue involves.
a number of small charges which are thoroughly unjustifiable but cause no em-
bitterment, the charges illegally made for things like customs are bigger.

@.—You believe that a large amaunt of corruption is committed in the customs?
You are perhaps not acquainted with the land frontiers? :

4.—No.

Q.—What would be your charge on guns?

A.—TIt would be quite possible to have none at all as long as you maintajn a
licence. Theoretically in the case of guns you might have nome. As a matter
of theory you could use registration, provided you are thereby able to maintain
the right to refuse a license to a person.

.—Would you abelish all stamp duties on transactions?

4.—No, that appears to me to be a payment fo - services.

¢.—You would reduce them and charge only for the cost of maintaining-
o staff?

A.—Yes, provided your public finances can stand the loss »f the tax.
@.—That would not apply to a stock exchange transaction?

. d.—In the case of registration or even a gun licence, the extra charge is only

justifiable if you cannot get extra taxation in any other way. In reality what

you want to do with a stamp on a stock exchange transaction is to ensure that

1&2 is p:l-i:operly put through, but if you can have a free stamp put on, it wounld
well.

‘ISir, Percy Thampson. @.—Would you absorb the whole of the unimproved.
valge? : ’ )
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4.—Youn could keep on raising the tax. I admit that a discrepancy is in-
evitable between the theory and practice. If a tax is to be put on, I would
allow boik the Central, the Provincial and the Local Government to impose the
smame tax. [t would be collected by the local agency. Bupposing there is one.

income-tax, the Central Government might take one shilling, the Provincial half’
a shilling and the local authority a little less than that.

Q-—But surely the question of practicability is really an important matter,
because you get to this position, that there is only one pound to be taxed. Tha-
Imperial Government would say that they would want 10 shillings, the Provincial
Governnient would want 7 shillings and the Local authority would want say 5
B{]lillings, and the whole will aggregate 22 shillings, bnt there is only a pound
there, : .

A.~That would apply to a single tax on land, and net in the case of inceme-
tax. That is why I say a single income-tax as opposed to a single tax on land.

¢-—You would ralse the whole of the revenue by Central, Provincial and
Local Government by means of one incemetax, On what principle should the
Central Government proceed ?

" A.—Let them each take as much as they like. The Central has to perform
certain services, and it makes no difference whether they demand certain heads.
from the Provincial Government or whether they impose so much on the income-
tax. .

Q.—Surely you will get into appalliing diflculties. Supposing the Local
Government says thabt they wani 5s. in the £, how are you geing to ascertain
their share of the income-tax? How wonld you produce that 5. in the £7

4.1t is difficalt on its introduction, but once you get the scheme working,
it ought to be more satisfactory. :

{.—The Central Government will have to eollect different rates all over the.
country ?

A.—The difficully will be with the local authorities. The Central will say
that they waut 55. in the £. Tt merely has got to be collected by the local
authority and the difficulty is for them, because income is drawn from its area.
You will have to define when imposing income-tax on an individual what pro-
portion of it came from such and such a district.

@-—1I suggest that you should abolish taxes on limited companies and simply
tax the dividends in the hapds of the shareholders.

4.—That would do if everybody knew his income and was willing to state it
honestly.

@.—Of course, you would lose a large amount of money?

A.—Where you tax the source, I do think you have exactly the same defect
that the Indian land revenue has, in that the small person who ought to be
exempt, very oftem is not.

Q.—We return 60 millions of income-tax every year.

4. —But crowds of peopls do not apply, and many of them do not get the

exemption. I do pay on my securities, and I do not tromble to get it back. It
" is exactly the same in the case of a small land-tax man who might be too ignorant
to apply and get it back. You would not get encugh income on the mere declara-
tion of the people. That is why you must have the empirical method of assess.

ment on people who are illiterate or dishonest. ,

Dr. Paranjpye. Q.—You were talking in the beginning about members of co-
operative societies. Can you tell us whether we can take the members of co-
aperative societies as fair representatives of the gemeral agricultural population?
Br are they a beiter class of agrichlturists, more enterprising and more
actuated by prudential mofives and so on?

A —More prosperous—no; more enterprising—I shonld say not; prudential
motives—yves. They are more moral and less wealthy—more open to moral
appeals, because, as yon keow, the requirement for co-operative credit societies
is that the man should first of all be hanest and of good character. He can be
thrown omt on character aloie.
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Q.—They are not more wealthy? ’

A.—Not at the beginning. They are as a rule in a certsin amount of distress
‘und the supervising staff at the time of registration has to exercise a great deal
of care in weeding out those who are hopelessly indebted and whom therefore
No co-operative society can benefit.

@.—Do you think that they can be tak fai i
tax S Pe gvhole.’ ¥ e taken as fair representatives of the people

4.—No. They are, as [ say, the more indebted but willin,
effort. They are the selectad Pharisees. " e. o more § to make an

'_ ¢.—What proportion of the people in the Punjab are affected by the opera-
tion of the co-operative credit societies? I mean, of the agriculturista?

A.—About T per cent of the total ulatior d 10 t
the rural population. popriation an per cent perhaps of

Q-—You were telling ng that land revenue is paid by the agriculturists only?
4.—~Yes. . ’

= @-—Don't you think that this land revenue has an indirect effect in regnlati
the price of foodstuffs? - o8

A.—~TIt is an element in the cost of production.

W.—So that, lIand revenue, although it is directly paid by the cultivator ;.nd
‘Possibly by the owner, still is indirectly paid by the general consumer.

A.—~—Like every tax.

@ —80 that, you cannot say that land revenue is paid only by the cultivator
or the owner!?

4w—That, T think, applies to every tax. When you impose taxation, you
must consider the person on whom it falls first.

The President. ¢.—You think the land tax can be shifted?
A.—It goes into the price of food to sgmé extent.

8ir Percy Thompson. §.—The accepied theory is that the land tax cannot be
shifted because the price of food does mot depend on the cost of cultivation, This
rent is what you pay for the exira quality of the land over that the margin of
coltivation.

M A.—But the more land tax you impose, surely, the more you affect the margi
of cultivation. If you double the land tax at the present moment some of
land that is just able to get on will cease to be cultivated. There is mo land
that is exempt from land tax.

@.—If it is an appreciable quantity, the lard won't be cultivated?

A.~—But there iz no land that is assessed below 2 As. an acre, If you in-
crease that @ As. to 4 As. some of that land will fall cut of cultivation. -

Q.—If 2 As. is anything appreciable [ should agree. It may not affect the
margin of cultivation if 2 As. is not an appreciable sum. You caunot describe
that as on the margin of cunltivation.

A.—It does matter, because where the land is extremely dry, it produces
abaodsnt crops only once im four years when the rains fall.

Dr. Paranjpye. Q.—The theory of the margin of cultivation wonld apply
more correctly to a country which mainly imports its food than to a country
which produces its own food. The country must produce so much food and
India practically produces its own food, so that so much land must be cultivated,
in any case. . ‘

A.—Cheaper foods will be consumed instead of dearer and the dearer are ex-
ported, as you find in Denmark, where butter is exported. I could not get
good batter at all there. I do not think the margin of coltivation i8 exactly
affected by that. The value of the exports may be.
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Professor A. R. BURNETT-HURST, M.A., Dean of the Faculiy
of Commerce and Economics, Allahabad Universily, was
examined and gave oral evidence as follows:—

To the President.—I am University Professor of Eccnomics, Aliashabad, in
«harge of the Departments of Commerce and Economics. By the end of this
year I shall have been ten years in India. Before my appointment as Univers§
Professor, I was Professor of Economics in the Muir Central College, Allahabad,
and previous to this I was Professor of Statistics in the Sydenham College of
Commerce, Bombay. When in England, I had experience in statistical work at
the Ministry of Agriculture and alse at the University of London where I was
Raesearch Assistant to Ir, Bowley. About 1913, Dr. Bowley asked me to under-
take certain inquiries for him in industrial centres in England—at Northampton,
Warrington and Hanley,—on the lines of an inquiry which he himself under-
took at Reading. These inquiries were studies in the economic condition of
working class households. Subsequently, 1 was asked by the Rataa Tata Founda-
tion of the University of London to carry out similar inquiries o India. While
I was Professor of Statistics at the Sydenham College, I took the opportunity
of obtaining the co-operation of the Social Service League, Bombay, and certain
prominent Indians and Europeans, interested in social welfare, to assist me in
-carrying ont a’similar inquiry in Bombay city. It was a house-io-house investi-
gation, Although the inguiry was carried out some years back, owing to my
.official duties I never had the time to write my report until recently, It was
written while I was on leave and accepted as a thesis for the M.Be. Degree of
London University. The results are to be published very shortly. The inguiry
was made in 1817-18, before the great rise in prices took place. The study
gives a picture of the economic condition of working class households at that
time. It =upplements Mr. Fiodlay Bhirras’ enquiry, which was purely official.
My inquiry was unofficial.

The President. ¢.—Have you had occasion to study the Government statistics
velating to production, wages, prices and other matters?

A.—Yes. As Professor of Statistics at Bombay I studied the whole question
and delivered lectures to my students. The lectures were of course elementary
but I myself had to make 3 very detailed study. T compiled a short memorandum
for the Industrial Commission at their request and submiited it to them. It
was pablished in the volume of evidence relating to the Bombay Presidency. It
was merely an outline of my views. I was hoping that the Commities would
«call upon me to supply details bat I was told a%terwards that they did not
know much about the statistical side of the question and did not wish.to ask.
me any further question on the memorandum.

VOL. L _ o
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Q.—Can you take us through such statistics as are given in a book like tha¥
{handing over a beok) nnd give us a vough idea of your experience of the-
statisties? Suopposing we begin  with agricultnral production. The statistics-
available are of acreage under different crops, outturn of different crops, prices
of different crops, and so on.

A.—The deficiencies in the statistics of Indian agricultural production are:
first and foremost, that statistics are only available for major crops and next,
that the statistics of both vield and acreage are very defective—not so much:
in the casa of acreage as of yield. Statistics of acreage are especially deficient
in permanently-settled areas; but in the rest of India they are certainly better.
Further, a difficnlty which one does not experience in England is that avising
from the growing of double or mixed crops; this introduces complexity. The-
deficiencies in agrienlteral statistics are so well known that it is bardly necessary
for me to enter into the details. They have already been dealt with in
Mr. Datta’s report and in various memoranda. One of these on Madras agri-
cultural statistics was, I believe, prepared by Mr. Stuart for the Industrial
Commission, The Cotton Committee have also gone into the question from the-

int of view of cotton statistics. With regard to the latter 1 have often been
informed by representatives of commercial firms such as Volkarts snd Rallis
that their figures are much more accurate than those of Government. They de-
not rely on Government statistics at all, which they state are under-estimates
to a considerable extent. The manner in which these firms procurs their figures
is through their own reporting agencies in the chief cotton tracts. Not only
are records kept of preduction, but details of every sale, the state of the weather,
ete.

@.——Have you any experience of the figure taken as the normal yiald as »
result of crop experiments?

A.—Here again are figures which, in my opinion, cannot be relied on by any
means. It is only natural that a man will always be inclined to state that his
crop is below normal. When one enguires of an agriculturist in any country
whether his crop is normal, he %enerally shakes his head. Besides, the normal
valuation differs from place to place.

@.—First of all, you arrive at the normal by crop catiing experiments?

4.—Yes.

Q.—You arrive at it by leoking round and seeing if it is a normal crop?

4,—Yes.

@.--And then you make an experiment and you get the gnantity of yield
per acre? )

4. —Yes.

@Q-—Then you say that is 12 As, or 10 As. or 14 As. What determines the-
number of annas which is faken as the normal?

A.—That 13 very largely based on the crop experiments. I think it is v
largely left to the judgment of the Distriet Officers. i

@.—You take a crop and say that is normal and you say that 16 As. is a.
bumper crop?

A.—~Yes,

To Dr. Paranjpye.—In some places 16 As. is taken as the normal crop.

Sir Percy Thompson. @.—1 do not understand why your normsl should not
be the same in all places.

A.—It would depend partly ou the climate. Moreover, the normal is valued
(ir annas} differently in each district. I think you will find full details of

crop-cutting experiments given in the Appendix to the Volume on Agricmltural
Statistics and also, I believe, in Mr. Datta’s Prices Enquiry Report.

The President, Q.—After arriving at your normal by crop-cutting experiments,
how is the reporting officer advised what the normal for his ares is? Is he-
gdvised at all?

4.—I have heard of cases where he has simply sent out bis chaprasi to
enquire what the crops are like. How far this is true and how far it is typicsl,
& difficult for me to say.
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@ —How does the village officer know what is the return that is taken as a
result of crop-cutting experiments as ihe normal? Te he advised that the normal

is 50 many maunds per acre or is he simply assumed to know the normal for
+is locality ?

A.—I think he is assumed to know the normal for his locality, partly by
inspection and partly on hearsay. I am afraid I cannot enlighten you further
on this point.

Dr. Paranjpye. (.—Does 9 As, crop mean 8/16th of a bumper erop?

A.—1It all depends on what you are taking as the normal.

().—Supposing the normal is 12 As. and the crop is stated to be a 9 As. crop.

A.—It is expressed in relation to the normal crop in that case.

Q—If it is 12 As in one place and 10 As. in another place, is it 12/16
and 10/16 of a humper crop?

A.—It will be in relation to the normal crop in the place.
@-—8 As. in one place means 9/16 and in another 12/16 of a bumper crop?

A.—Yes. As a maiter of fact, it varies from district to district. We have
different methods adopted in different parts of the country. I quite confess
1 have not made a detailed study of agricultural erop-cutting experiments because
I knew they were so hopelessly inaccurate.

The President., @.—Have yon any experience of the way in which prices
are reported?

A.—I can only make a general statement. There again, I am told that the
Collector or the Depniy Collector, whoever may happen to be reporting prices,

send out a man to ascertain the current prices from the bazar. There are no
accurate methods of recording prices.

Dr, Paranjpye. Q.-—How is it done in England?
A.—There are special market repotters.
Q.—Doun’t they go to the bazac and find out the prices?

4.—Yes, but the market there is more like a definite exchange. For example,
take the case of a cattle market; the transactions are recorded, there are definite
records to fall back upon and the market reporter, who is a highly educated man,
makes a report. His work is solely market reporting and not%:ing else. He has
not the additional work of a Depnty Collector or a Collector as in this country.
I am told that Collectors in India regard the collection of statistics as merely
an additional duty placed on them.

The President. @Q.—In Bombay, are there some officers of the type of market
reporters

4.—1 believe 50, since the institution of the Labour Office. I understand
they have special reporters.

Q.—Have you any idea what the effect of their introduction has been?
4.—T1 should say that their records are prefty accurate.
@-—Have they shown that the previous records are inaccurate?

A.—They have not been dealing with the past. They have been dealing with
carrent conditions.

¢.—That is as regards crops. Yom have got the methods adopted in the beok
before you, for instance, in arriving at income from cattle, poultry, ete. So
far we have been dealing with the principal crops. There are still fodder, and
spices and condiments.

A.—-The statistics are even less accurate here. They are very deficient. As
regards tea, fairly accurate reports are obtained from the different tea estates.
‘Where there is any big reporting agency or organisation with which cpe cap
get into touch, very accurate returns can be secared. Coffes is also fairly accurate.

@.—These 1 should call special crops—tea, coffes, jute, cotton.
A.~-Cotton is inaecurate.
Q- —Even though it is special?
A.—Cotton is very inmccurate,
VOL. T, : B2
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Q.—I was dealing with the J;rlge balk of crops that fall mnder crops which are
not specially reported at all. Most of them are comparatively valuable crops.
For example, chillies. That is a valnable crop but there are no records at all
It goes in with fodder.

A.—Yes. All these craps are important and yet they figure as minor crops
in agricultural reports; nevertheless, they are most important crops, crops om -
which the people of the conntry largely depend for their personal livelihood.

@.—Have you studied the industrial statistics at all?

A.—Yes. The mineral statistics are fairly accurate except in the case of
very small mines. The returns of the (Geological SBurvey are very accurate.

Q. —As regards industries, mills?

4.~The figures for cotton are quite good. There are deficiencies in the
casa of jute. The quantity of jute goods produced is nol given. Personally I
cannot understand the reason for this.

@.—I suppose cotton statistics come from the cotton excise retarns and there
is no similar duty on jute.

A —1 do not see why the Bengal Chamber of Commerce do not compiie
detailed statistics ot jute goods produced. I am surprised that they do not.
T had access to their reports but found no figures. Particulars of the number
of mills, spindles and so on are given and one can arrive at an estimate. Statistica
of the consumption of jute in Bengal can alse be obtained. But when it comes
to actual production of gunny bags, there are no official figures available, only
sstimates made by persons who ara interested.

¢.—What have vou got in the case of sugar, paper and cement?

A.—There appears to be very little information. T tabulated the available
data in my memorandum to the Industrial Commission. There is very Ilittle
information about minor industries. With regard to the handloom industry,
{ believe the Madras Publicity Board tried 4 or & years ago to arrive at the
total production of the handloom industry in Madras.

Dr. Parapjpye. Q.—Have you seen Mr. Bell's note? He says that more than
a third of the production in India is from handlooms.

4.—Varioug estimates have been made. I have not seen Mr. Bell’s note.
For statistics of industries (overmment hag to rely on voluntary returns mads
by different firms and one cannot say how far such returns are complete. In
many cases they are most incomplete,

Q.—Coming to forest produce, are there any figures?

A —There are fairly good returms for forest products. The Reports of the
Forest Department give full information. There are a number of provincial
reports which also give valumble information. 1 think the Imperial Jorest
Department published a bulletin or handbook about 3 or 4 years ago which gave
accurate statistics relating to forest production.

Q-—About Fisheries?

A.—There is very little information about Fisheries, I believe in Madras
they have fairly accurate records. With regard to other parts of India, T would
be very chary to arrive at an estimate. One of the pieces of research which
I was keen on undertaking when I first came to India was an estimate of
wealth and production, similar to that obtained by Dr. Bowley in Eungland.
As materials for such an estimate were insufficient, it would have been mere
guess work on my part to utilise the few existing statistics. Material is available
in England but not here. Dr. Bowley's figures are very largely taken from the
Census of Produciion.

(.—How do you get at the national taxable capacity? Is there any process
which has been arrived at and which will be applicable to India?

A.—First, in Great Britain and the United States thers are to a very large
extent reliable official statistics of production and the amount of estimating is
reduced (o the minimum. Here it would be largely & question of estimates
right through from beginning to end. For instance, take agricultural
preduction. In  Great %ritnin there are skilled men, educated men,
men who have taken degrees either in agriculture or in economies,
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to repBrt. Such men are sent out as market reporters and they submit pmpler
veturns to the Board of Agricullure. These returns are very accurate, partly
because educated men are employed and partly because they are engaged solely
on crop and market reporting. Besides, the information is suppiied by an
educated class of persons, namely, the farmers, who understand the purpese of
these inquiries. There is no comparison at all between the farmer who ﬁuPPl}?S
information to a market reporter in England and the ryot in India who supplies
information to the Collector or to the District Officer. There arises the whole
difficulty. As the bulk of your production is agricultural, estimates of agrical-
taral wealth will have a tremendous effect in determining the fiual figures of
total wealth,

@.—How do you apply that to the case of Japan!

A4.—T am not conversant with statistics of Japan and I could not say whether
their statistics are accurate or not. I do not know their method of reporting.
But the =hole difficulty everywhere is that people accept published figures al their
face value. The result is that you have productions (here the witness produced
the Statistical Ahstract of British Indis) like these, very excellent ne doubt
in many ways, but what do the figures they contain mean? Even in such a
simple matter as population, when we analyse the figures for successive censuses
we find that they relate to different areas. The census areas have gradually
increased, and unless one takes the figures in relation to the different areas ome
will not be able te arrive at any accurate conclusions.

Q.—Were the last census figures accepted as accurate’?

4.—The gross figures were certainly accurate. But Calentta complained that
there was some omission from the censns in that eity. The complaint might be
partly due to the fact that Bombay fizures were higher than those of Calcutta.
Thera was a good deal of feeling in Calcutta, and they wanted to carry out a
fresh census. I think they eventually decided not to undertake one. Really:
accurate statistics are thase of sea-borne trade.

¢.—Have you considered the question of improving the official statistics?

A.—Yes, T have and I submitlted a note on that subject to the Indusirial
Commission. Tt was published in the volume of Bombay evidence. You may
obtain some suggestions from the note.

Q. —Have yon any experience of the English census of production?

4.—1 have had no personal experience. I think you must bave legislation.
Mr. Flux was in charge of the first Census of Production and he found the
task extremely difficult because of the liability of duplication. He had to
engage a very skilled staff to carry out the work. It took a very considerable
time to complete. I think you have in some ways greater facilities in India
to carry out such a census. In the case of larpe industrial establishments, it
should probsbly not take so long as in Enpland. It all depends whether you
want to conduct the inguiry on a large scale and include domestic indusiries.
If you do so. difficulties will arise. A special staff for the inguiry inie industrial
production would be required. One would have to raise a special staff to carry
out the inquiry with the co-operation of existing administrative staffs. The
statistics of industrial production now collected are quite fallacions, Any attempt
to include cottage industries and handloom weaving would be a very difficult
task. It would not of course be impracticable, but how far one would get
very accurate returms is quite another matter.

¢.—Now a Wages Censns, do you think that is a practicable proposition im
this country?

A4.—Yes, so far as the chief industrial establishments are concerfied, that
could be carried out fairly easily.

@.—What sbont the majority of the population?

A4.—There one comes to the daily agricultural labourers. Information regard-
ing their wages is more difficult to obtain for the same reasons as information
relativg to domestic industries would be difficult to acquire. Legislation and a
special recording staff would also be needed.

@ —Are there any examples of budget sampling?
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A.—Boms statistics have been published hy Patna College but I do not_think
they are accurate, They have been collected by students who bave® just
started studies in economics and I do not think tgat one can rely very much
on the figures. But in the Bombay Census Report there are certain  figures
which are fairly nsefal.

@—In your opinion, is it practicable to get anything like a picture of the
economic condition of the country from a process of sampling like that?

4.—One wonld have to take a very large number of samples, and the pro-
cedure T would suggest for that purpose would be for the investigation to ba
undertaken by provinces and districts, A random sample of villages shonld be
taken, Names of villages should be arranged in alpﬁabetical order and say,
every 50th or 100th village should be marked for investigation aecording to thae
number one wishes to include in the sample. By following this procedure, the
sample would be less open to criticism, becaise onme would not be selecting
distinct villages. The villages are chosen hy chance. For instance, thers ara
in India five hundred thousand villages. Supposing every 100th village is marked
for investigation one would reguire to conduct 5,000 inquiries, which of course
is a very big task, but one would not be open to the charge of bias which could
otherwise be made if one took selected wvillages.

Q—I sulprse as a statistician you have some sort of idea what number of
samples will be necessary to obtain an accurate resnlt?

A.—What we took in England was one in 20, bui one could not do that
here, because the task would be far too great. If ons takes one in a thousand,
it wonld be too small a sample and one could not arrive at any definite conclusion.
Personally, I should like about cne in 3 or one in 40, but that would still
mean a big task, anything less than that would not be of much use. Accurate
results can be obtained by the sampling method, provided of course the sample
is a random one. As already stated, if a particular village is selected here and
there one would be open to the charge of bias that the sample was selected
with a view to giving certain results. That was the difference between Rowniree’s
inquiry in York and our inquiries in Northampion and elsewhere where we
praceeded on the basis of random samples. On that account, our results were
received by all parties—Conservatives, Liberals, Socialists and Labour—with
approval, because they recognised that we approached the matter in a sciemtific
manner. Our methods were described in detail and no one could charge us
with bias, The method of random sampling is generally accepted as most
valuable, and Government Departments in England are employing it. Mr. Hilton
at the Ministry of Labour is using it and recently he read a paper before the
Royal Statistical Socciety on the application of the method to statistics of
unemployment. .

@.—What would be the cost of an intemsive inquiry in a village, say, with
a population of 500?

4.—It would depend very largely on what existing agencies could be utilised.
I consider that the sort of staff employed by Mr. Jack in carrying out his
inquiry in Faridpur would be ample. Buot T am afraid one could not draw
any Lroad conclusions from Mr. Jack's inquiry, because provinces in India differ
from one anovther as much as do countries in Europe. Bestdes, conditions vary
so tremendously that it is doubtful if any useful conclusion can be arrived at.
After all, in the case of India one is dealing with a continent and not with
a country. I think, however, that by the process of sampling as suggested by
me one could draw very valuable conclusions for India as a whole. Tt would
also be certainly better to have iracts possessing similar economic characteristics,
climate and soils. One would have to modify the general investigation according
to the characteristics of different areas, but it is not possible for me at a
moment’s notice to place before you a cat and dried scheme.

Dr. Hyder. .—Do you place any reliance on the prices reported in papers
like * Capital*?

A.—8Bo far as those prices relate to Bombay and Calcuita they are valuable.
The figures published are reports from the chief areas where iﬂe commodities
are produced. These reports are made by selected firms through upcountry agents.
1 presnme ihat is how they are compiled.  For instance, like shellac. The inicrma-
tion is supplied by Messrs. Morvan & Co., and for tea—Cresswells. There are no
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vparticalars as to who supplie: information in the case of the other reparls,
€.9., oils. Doubtless there is some large dealer in oils in Calcutta who obtains

the report from his up-country agents.

Q.—If we want lo eslimate the wealth, ome of the items that will
escape notice is hides and skins. Here is a quotation (Reads from a copy
-of * Capital ). We have all particulars combined for one week and the price.
Don’t you think that we could form some idea of these smaller bLye-products
by utilising these market rate records?

A.—T think one could to a considerable extent. The Committee also could
probably obtain the co-operation of these firms in any census of production
which may be contemplated. That is what was done in England. When 1 was
at the Board of Agriculture the particalar section with which 1 was eoncerned
was that of meat and provisions, I placed myself in touch with the British
.and Argentine Meat Company and other meat importers and obtained their
assistance in compiling statistics. Similarly the Comumittee could seek the assist-
.ance of the chief importers and exporters of these smaller bye-products. But
I think the Commiitee would have to investigate even further.

The President, (.—So far as they are exported, suvely you can get very
:accurate statistics from exzport documents.

A.—Undoubtedly. What Dr. Hyder is referring to is that these agencies in
the case of hides and skins could give us accurate figures of production. They
<an up to a certain point. '

Q.—Could they go any further than the Custems Officials and improve the
-export figures?

A.—Many of these big firms—(e.g., in the case of cotton, Volkars) have
most valuable figures, more valuable than you can get from any Government
record, for their trade purposes. Whether they would be prepared to make
those figures common property is another matter.

Sir Percy Thompson. Q. —They really want all that information. They want
to know what is going to be the price. They want all those particulars for
:an intelligent anticipation of what is going ta be the price.

A.-~That is so.
The President. Q.—No twa firms do the same thiog?

A.—Xo. These firms have their own recording agencies. I think it would
"be o good idea—I know that it is very difficult fo get information from these
“firms—it would be a good idea if the Committee could get a representative
from any of these big firms and ascertain what their recording system is. There
is no harm in trying. Whether the Committee will be able to obtain the
information is ancther matter. They won't thank you if youm offered to take
-over their return and make it official.

Dr. Hgder. @Q.~Then, as regords the question of an economic inquiry, T
quite agree with you that the sampling method would give us results which
“would be better than the results at present given. As regards the question of
agency, don't you think that the officials who form the district staff could help
in any such inquiry if they had a properly recruited staff? L

A.—Yes, if they could be definitely set aside for the work and if it was
-tmade clear to them that their duty was to collect statistics only aed mot that
it was their duty fo collect statistics in addition to other work, What most
people who have o compile forms feel is this. They get forms ** shot ”* at them.
Well, just as in the case of their ordinary work, they will get through it
somehow. They will supply ome with figures. But how far such fizures
would he of any value 1s another matter, They are not going to worry themselves
-over additional work. There lies the difficulty.

Q@ —Would you be satisfied with sampling one or two villages under the
-charge of a Deputy Collector assisted by the district staff? If a Deputy Collector
were told  You have got to survey out this village; here is your revenue
agency; we will put this agency under you ™, would you be satisfied with the
wesults as reflecting the condition of the country as a whole? Burvey in one
~or two villages taken at random according te ygur methed.
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A.—One cannot generalise. One has to get down to smaller anits than &
district. I certainly think that before any general inguiry is undertaken {should
it be decided that a general inqui g be instituted) a test inquiry should be
made, on a small scale, because, if any difficulties should arise, one. would
reslise those difficulties before one proceeded very far, otherwise much time
and money would be spent before ome could stop the investigation. A test.
inquiry is tnerefore very essemtial.

Sir Percy Thompson. (.—What do you mean by that. Taking one in how
many !

4.-~When I first made the inquiry—I am sorry to. refer to my personal’
inquiries-——in the inquiry that I carried out in Bombay, I sent my men to collect
m?ormat.ion from a few houses in different parts of the area to be investigated.
I first obtained information from 20 to 30 dwellings. My staff consisted of
about a dozen men, each man calling at two houses, They then came fo me
with their returns and discussed their difficulties. Previously I had instracted’
them as to the manner in which they were to make their eniries, We realised-
that it was necessary to modify our methods and certan of our questions because
they were likely to be misunderstood. We remodelled the inquiry and then
went ahead with the main investigation. Similarly in any investigation Govern-
ment may carry out, I suggest that in order {o test the administration machinery
in each district, one should carry out the inguiry in one village in each district
and then report. Supposing a survey of 100 villages was to be made; after
collecting data for one or two, a report should be made just to see how the-
inquiry is working. Otherwise if one allows the enumerators to proceed without
checking, mistakes would probably occur. The greatest defect of the Census.
of Production in England was the failure to carry out a preliminary inguiry.

@.—In other words, test inquiry is sampling of the second degree.

A.—Yes,

@.—Is there any other way of finding out the average income save by a.
census of production?

A.—One can arrive at estimates by methods that have been followed by-
statisticians and economists in other countries. But they are only estimates.

Q@ —I am talking of a country like India, where yon have practically no-
income-tax returns because it is mainly agricultural and you have got mo death
duty returns. I was wondering whether you might emp?ay even these returns.
that exist in India.

4.—1 am very doubtful whether one wounld obtain anything of value.
¢.~You think you would have to undertake a census?

4.—T think one would have to go pretty far if it is going to be of any value..
I do not say it is going to be an easy task, It is going to be extremely
difficult. People who talk so glibly about carrying out these inguiries and:
ascertaining the average income do not realise the difficulties that arise.

Dr. Paranjpye. Q.—Will the average income, when found out, be of any use-
in our enquiry?

A.—If it is _going to be of any value, it must be the precursor of periodicak
censuses of a similar type.

The Makarajodhiraje Bakader of Burdwan. @Q.—Would the result be com-
mensurate with the cost?

A.—1 think that is & matter for onr legislators to decide.

. I think there is a considerable amount of advantage in knowing the avera'ge-
income. Economic loss arises because in India accurate information is wanting.
I think accurate information is very necessary and personally I comsider it

should be obtained—I would nei be a statistician if I didn't.

Sir Percﬁ. Thompson. Q.—Wounld the figure, when ascertained, tell yom
more than this, that you can compars the wenlth of ihe country at that time
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with its wealth at previcus times when you took a census and will snable you
to compare the wealth of one country with that of another?

A.—As far as ode can compare the wealth of two couniries. Unfnrtunat-eli‘:
such figures bear no relation to one another. They simply state that the wpi]a_lt-d.
per head of such a country is so-and-so. There is a great deal more behin
the stalement. There is the standard of living of the two countries abd price
prevailing. There are so many factors that one has to take into consideration.
Although™ it would satisfy most pecple, say, 80 per cent of the popu]atlon; a
very small group of scientists would not be willing to accept such a statement
at its face value. They would want to go further. They would want 1o koow
the standard of living in the different countries.

¢}.—Supposing you can get that. Supposing you can get at a irue measuré
of the wealth 0? different countries. That is very interesting, bui does it carry
us very much further?

A.—-Nothing beyond that.
@ —You connot base any conclusions as to taxation on that?

4.—The material one could collect should be invaluable for the purpcses of’
taxation.

@.—Would you not want to kmow the distribution of wealth in regard to
taxation? )

A.—One would ascertain a great des] of that in the course of the inquiries.
One wonld find the bulk of the information so far as taxation of the ryots.
15 concerned, but there remains a very larie and impprtant class whlch’at
present escapes a grest deal of taxativn,~the commercial and money-lending
classes. One should have information about them. They possess a considerable-

amount of wealth.

The President. Q.—We now coms on to the second head of our inquiry, a_nd
that is, how to divide the population into classes with a view to the taxes which
would affect them. You distingnish the agricnltural class and the commercial
class and I take it there is a very poor class which is neither agricultural nor

commercial.
A.—Yes.
Q.—And “there is & professional class, and a class of landlords.

A.—~Yes. The commercial class ¢an be divided into several grades. There.
sre fairly distinct types, with the exceplion of those who fall in more than one
tlass. For example, there are those who are commercial as well as agricultural
By this [ mean landlords with business interests.

{.—For the purposes of our inguiry, apart from any question of an economic
inquiry, vou could fairly well say that - a certain tax hils a certain class and a

certain tax does not?
4.—Yes.

@.—Are you prepared to give us an idea off-hand? What I have.in mind’
is the salt and the cotton duty.

4.—S8alt does certainly hit the bulk of the pecple of the coantry, the ryots.
-

@ —Cotton duty? How low down does the use of mill-made cloth go!?
Does the ryot vnse mill-made cloth?

A.—In my opinion, the ryct has hitherto used it fo a considerable extent.
I should not Lke to say ofi-hand what proportion. He is certainly for the last
few years using it less than he did before.

().—Kerosene oil, does that affect the bulk of the popmlation?
A.—I am afraid 1 cen not say off-hand. -

- @.—You want an intemsive enguiry!
A, —Yes,
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Q.—Income-tax and land revenue you can get pretty clearly.
A.—Yes.
Q.—Customs is being divided up. And Excise. Can you define the drinking

.classes”

A.—Drink affects the mill population in Bombay to a considerable extent.
I think Dr. Paranjpye will agree with me. There is considerable drinking in
Bombay, to a less exteut in Cawnpore, and much less again among the agricaltural
classes. I would not apply that remark to the Jats of the Punjab. I am
speaking of the United Provinces men.

¢.—1I come to the taxes. To what exteni is thers an element of taxation in
revenue from Railways, Tramways, Posts and Telegraphs, and such like
-s:fa-rvtlcess_ Vgauld you reckon the profits from Railways in estimating the incidrnce
» axacion

A.—Yes, I think I should.
Dr. Paranjpye. Q.—Profits over and above the regular interest on capiial?
A.—Surplus profits,

gl.f? Perey Thomwson. Q.—Yuu would not give them a fair share of commercial
Jprofit ? :

A.—Undoubtedly. They must be allowed a fair commercial profit.
¢.—A monopoly profit?

4.—VYes.

The President. " .—1f there were a manopoly profit?

4. —Yes.

(.—The Posts and Telegraphs. That is a guestion on which there is enormous
difference of opinion between the leading economists in Ergland.

A4.—There again, I think, over and above a fair return. Of course, the
ﬂﬂint of view of the Posts and Telegraphs is that these departmenis have hitherte
een cramped because they have not had the finances to carry on and there will
be the question of determiming what should be regarded as the mormal amount
of expenditure. This difficalty should Dbe cleared when we get commercial
-acconnis.

The profit on coinage should, in my opinion, go to the Central revenues.
I do uot rezerd such a profit as a tax.

@.—How do vou regard the supply of water for irrigation? Should the -
charge be the bare cost of supplving it or should a commercial profit be charged
or what the teaffic will bear?

A.—T think, in India, it is very necessary to charge what the {raffic wiil
‘bear. I do rot think I would regard any part of it as a tax.

@.—Would you regard ceriain taxes as payment for services rendered, e.q., &
tax levied under the Indian Ports Act in respect of the safety of shipping or
-dues levied under the Port Trust Act to provide convenience for passengers
and goods?

A.—Yes,

@.—How would you regard tases imposed for the benefit of s particnlar
locality like the mwunicipal tax® Would you reckon them as part of the burden
-on the population as & whole? :

A.—No. One should have a separate incidence for each locality. I woul
-distinguish between different local taxes, e.g., between a cess levied for a parti-
cular service like the supply of -water or lights and the gemeral tax, hecause
in some areas (for example in industrial centres like Cawnpore, where there
-are mills) there is a special demand for water for industrial purposes and )
.consider ihe mills should pay a special tax. .



107

@Q.--What I had in mind really was rather a rate on the annual value of
wproperty. You have a supplementary rate for water, another supplementary
wate for drainage and those are earmarked furds. The general rate wonld be
~determined by the general incidence on the locality as a whole and special rates
wounld depend on those special services referred to.

A.—Yes.

To Dr. Paoranjpye.—It is possible that one municipality may lump all these
services under one genaral rate and another municipality may have special rates
for special services. That is a matter for separate municipalities. There cannot
“be any basis of comparison between the different municipslities. You could do
it on the grounds of expenditure,

@—I am familiar with the divided views of ecconomists on the subject of
-cartain indirect taxes being wvoluntary. Are there any taxes which you would
-exclude in estimating the burden of taxation? As, for instance, the tax on
luxuries, the tax on liguor.

A.—After all, a man could, if he wishes, abstain from paying these taxes
-if he curbs his own desires. T should undonbtedly exclude them in determining
:the burden of the incidence of taxation.

Sir Percy Thompson. €.—Would you include income-tax in that?
A.—No.

@Q.—He may earn any income he likes.

A.—That is an entirely different matier. In the one case the man is
«garning an income as a means of livelihood; in the other case, he is squandering
<away whalever income he may have earned.

@—1 will give you an instance. In 1918 all the Welsh colliers refused to
work overtime because they were charged, income-tax on their income. They
-escaped the tax.

A.—T think it is now generally recogmised that the main object of instifuting
“the tax is to serve as a check npon excessive consumption.

@.—1 am only saying that accord'ng to you income-tax does not seem to be
very much different to excise duty on spirits. If vou say that you could aveid a
‘tax on spirits—if that really is vour test—1 say that vou can equally well avoid
the tax on income by not earming it.

A.~—In one case, it is a tax practically on production—the income-tax. ln
" the other case, it is a tax on consumption.

Q.—In the one case you need not consume and in the other case. you need
-not. earn.

A.—T don’t agree there. In the one case it 1s not as though one is engaged
-in uvefarious production. It is according to the standards of society. 1f one
is engaged in stealing, that would be a very low moral standard of préduction.
The thief is not exactly taxed but he rums the risk of punishment and fines
which would amount to tax. It is rather difficult to explain. I do not think
-you are comparing like with like in the two cases.

Q.—TI do not say that income-tax is an avoidable tax, but T gave an
instance where it actually happened. They refused to work because they were
"liable to income-tax. .

Dr. Hyder. Q.—Do you think that inflation can be used as a method of
taxation?

A.—The question opens np a very big and controversial issue.

Q.1 want to be clear on that point, whether the profits cn crims are to
“be considered as taxation or not? :

A.—T adhere to my opinion, that they are not taxes. I do not share tne
wview held by some people that the rupee is worth only ten annas. I kuow it s
.current among cettuin people, but I do not share that opinion.
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12th December 1924.
Delhi.

PRESENT :

%ir Cuarres Topuunter, K.C.8.1., I.C.S., President.

Sir Buay Cuanp Manras, G.C.I1.E., K.C.S.I1., I1.O.M., Maharajadhiraj=.
Bahadur of Burdwan.

Cir Percy Tuomeson, K. B.E., C.B. .
Dr. R. P. PaRANSPYE.
Dr. L. K. Hyper, M.L.A.

Dr. RADHAKAMAL, MUKHERJEE, M.A,, Ph.D., Professor
and Head of the Depariment of Economics and Sociology,.
University of Lucknow, was examined.

Written memorandum of Dr. Mukherjoe.

THr TaratioN oF AGRICULTURAL IncoME IN INDIA.

The vast population of India is essentially agricultural and rural, the cities-
and towns of all classes comprising only 10-2 per cent. of the population. Agri-
cultare proper supports 71 per cent. of the population. Besides the eulitivators, the -
villages contain many artisans, menials and functionaries who are ordinarly
supported from the produce of the village fields. A considerable proportion of
the large number of persons in the category of vague and nnclassifiable occupa-
tions are labourers clearly connected with the occupation of the land. It nas
been estimated that nine-tenths of the rural population of India live, directly
or indireetly, on the produce of the soil. In a country where agriculture is she
predominant occupation, the field produce naturally furnishes the mainstay of
taxation yielding approximately 40 per cent. of the revenmue. The repeated
occurrence of famines and the rise of prices in recent years have, however,
bronght into prominence the question of the presence or absence of taxable surplus
among the peasantry. In Bombay and Madras the land revenue is assessed upon
each acre according to fertility, facilities of irrigation, price-level and general’
economid condition in villages, irrespective of the fact whether the cultivator has .
a surplus income or not. lun the permanently-settled tracts the economic distress
has also shown the inequity of increasing the burden of rent for the cultivators
snd exempting the zamindars from new or additional burdens, while the increas-
ing chain of rent receivers in other parts who eat up the profits of agriculture -
have so far resisted the encroachment of the tax-collector upon their preserve of
agricultural income. Thus whether the Government or the landlord encroaches -
upon the standard wages of cultivation by exacting an wnduo share 6f the pro-
duce the result of the transgression is the same.

On account of the widespread adoption of the principles of sub-division and
sub-infeudation of rights in land, there has developed a long chain of rent-receivers -
and rent-pavers who are lowering both the legal status and economic position of
the actual tillers of the land. There cannot be any doubt that the practice of
sub-infeudation of the right to receive rent which has received impetus since the-
settlements continued through several grades frcm the superior landlord at the
top imports into the countryside a swarm of speculators and middlemen who live-
on the margin of profits of farming the revenue. Between the big rent-receivers-
and the actual cultivators thery is thus a host of middlemnen who are squeesing:
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#he cultivators out of the position of land-holders. Sometimes they take shelter
ander the security of the legally recognised peasant. Sometimes, again, they
‘themselves obtain legal recognition. On cme side, in many parts of India ‘he
.substantial cultivator is bonght out by the group of capitalistic middlemen. On
the other, the cultivator gives up his due share of labour in the fields and depends
mor: and more on hired labour or on the share system. Even in the Punjab
there had developed a class of oceupancy tenmants and inferior owners who exer-
cise practically all the rights of ownership except that they pay certain dues to
superior landlords. Thus out of the total cultivated zrea of 29 mllllqn acres
in 1918-19, nearly 15 million acres were cultivated by tenants in the Punjab. In
Bengal the creation of a class of patnidars, dar-patnidars and other inferior
.owners has been a serious evil now sought to Le remedied by an amendment of
the Bengal Tenancy Act. All this has brought about a marked alteration in the
distribution of agricultural income.

This necessitates that we should seek the taxable surplus from the long array
-of intermediaries dependent on the land rather than from the small holders whese
economic position has deteriorated very much in recent yesrs. It is also neces-
:sary to adjust the rates of. assessment on rent receivers in a graduated scale as in
‘the income tax. Heavy duties upon estates, probates, legacies and succession
<commonly known as death duties might be introduced in the permanently settled
tracts of India as well as in these where an inferior landlordism has developed.
Indeed, where there is a large transfer of agriculiural holdings and the non-
agriculturist classes play a large part in land speculation and farming of land
revenue these gains form a surplus peculiarly fitted for taxation.

A way towards a more equitable adjustment will thus lie in (g) assessing the
income derived from land from all classes of rent-payers and rent-receivers who
do not directly work on the soil; {#) fixing the revenue on the agricultural profits
of a representative economic holding ; (¢) exempting the uneconomic holding from
any land tax. N

The size of the average economic holding would vary in diflerent proviaces
and it is necessary to institute regional enquiries with a view to arrive at the
average economic cultivation uwnit. This marginal unit representing the exemp-
tion Ievel would be the harrier against the unwise use of taxation. In 1he
ryotwari fands the Government rent is calculated after deducting cost of produc-
tion from the gross produce such as cost of carriage to market and grain dealers’
-and other middlemen’s profits, loss on bad soil which in dry, i.e., unirrigated
Jands amounts to as much as 25 per cent., and the expenses of cultivation.
After these deductions are made the remainder is the met cash produce. Of this
the lesser half goes as Government revense. The dauger in this system of rent
@ssessment has been to underestimate the total cost of production, and to ignore
‘the cultivator's profits, while over-estimating the gross produce and the benefits
derived from land improvements and irrigation projects. Such a danger can
only be effectively met by finding out the size of the economic holding which woald
‘fix the limit of taxation. The nature of the crop, climate and soil, as well as
marketing facilities have all to be taken into account in the definition of an
¢conomic small holding. The absence of such credit facilities as have been
availabhle for small holders in Europe and the very limited development of co-
-operative methods of purchasing supplies and marketing produce must also be
taken into account in India in determining the size of the economic holding.
Apain, the intensity of cultivation must be taken into account. In India the
amount of family labour expended on the land is very great and the smaller the
‘holding the greater the amount of family labour per acre. But if the holding
decreases beyond an average size as a result of sub-division, a large part of
family labour remains idle or is wasted. We have no evidemce to show the
direct effect of further snb-division of the land on agricultural efficiency, nor is it
possible to estimate for different crops the distribution of holdings by size. In
some of the Western countries the development of agricultural costings shows
the great progress that has been made in establishing an organisation to help
farmers to keep proper accounts. The statistical value of the results obtained
are clearly indicated in that they enable adminisirators to arrive at general eon-
-clusions as regards the size of an economic small holding and to what extent small,
medium and large holdings are affected by varying econcmic conditions, In India
no farm accounts are kept but the cultivator although illiterate to a degree knows
the size of an economic holding when particular crops are raised. The Indian
peasant estimates the size of his economic holding in proportion to the number
.of ploughs he possgmses. If he has one plough, he can not keep np more than
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10 bighas {34 acres) of land. Ploughs are not reckouned according to the number-
of thosa implements of husbandry that a man might possess, but according.
to the numhber of plongh catile that he has, four oxen being the full complement
necessary for the management of one plough; bat that number has now come down-
to thres and even to two in great many insiances, the consequence being that
the cattle is overworked. 10 bighas (3% acres} of land are the utmost that the
Bengal peasant can marage with one plough, and this is also the size of an
economical holding in Bengal Presidency, though the average size is smaller..
In the bills and marshy tracts bore is grown and in the forest—reclaimed aman
lands, dhan is planted without the assistance of the plough. Thns the propor-
tion of food-producing land to each plough shows here an excess over 10 bighas,
and hence the average holding increases in size. On the other hand, the economic-
holding of a peasant might be smaller than 10 bighas if other crops are growo
besides rice. An economical distribntion of crops and plots in a Bengal village
has been as follows; the toial size of the holdings is 7 bighas which is distri-
buted in this manner, uman rice, 2% bighas, aus rice, 1 higha, gourd, kalai and’
mustard, 2 bighas, mugh, 4 bigha and sugarcane, 1 bigha. The size of each
cultivator's plot at one spot must vary according to the character of the crop-
raised. In the case of aus rice, the plots are usmally of 10 or 15 cottahs o 1
and 1} bighas in dimension; a plot of 2 bighas in area is rather scarce, The
low gman fields are 24 to 4 bighas in area.

Let us now estimate the agricultural expemses and the average price of an-
economic holding whose size we are reckoning as 10 bighas. We have strictly
followed the verbal statements of the peasants in putting down the following;
iterns :—

The Expenses of Cultivation.

Rs. as.
Rent of 10 bighas of land at Rs. 1/6 per bigha ... .. 15 12
Ploughing and sowing by extra hands 2 0
Seed grain 12 8
Weeding expenses 12 0
Harvesting expenses - - 12 8

Total 52 12

We do not inciude the cost of maintaining the oxen, which wusvally feed on:
straw, Kuro and mar supplied by the household. A peasant who has no oxen.
but hires them has to pay 4 annas per diem.

The peasants estimate the average produce of a bigha in normal years as
10 maunds. So the total yield will be 100 maunds. Oul of these 36 maunds will ks
required for domestic consumption and 24 maunds will be kept as reserve stock,
The saleable surplus is 40 maunds which would fetch at the rate of Rs, 1-4-0
per maund as harvest price, Rs. 50. Thus the expenses of cultivation are nearly-
or just covered.

+ Let us now estimate the agricultural capital invested.—

. Rs. as, p
1. A pair of oxen s . . 40 0 r
2. The wooden plongh s - . e a0 0 0
3. The izk or beam s - 08 0
4. Iron fal or ploughshare . 100
5. The handle (ninjra} N . . 0 20
6. The yoal or yoke 100
7. Ropes 0 3 0
8. Bidha or harrow . 6 00
8. Ladder . . 080
10. Scythe - 012 0
1. Weoding knife . . 01+
12. Baskets e . 040
13. Earthen pans for feeding ecattle ' 066

Total 52 0 0

That is to say, the sum laid éut by a pessant i fitting out a plongh for-
ealtivation is nearly the same as the expenses of cu.ltivgtion in a ’ng Ve:y'
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-often this capital is borrowed at high rates of interest. The size of the holding
is often less than 10 bighas {34 acres). In the United Provinces the average
cultivation unit hkas been found to be less than 2 acres. Thus the smaller
yield, the high rate of interest, the difficalty in marketing the produce, impro-
vidence and bad seasons leave the peasant almost nothing to fall back upon.
Tu many parts of India, 6 to 10 highas {nearly 2 to 3§ acres) would represent
the average economic holding, which kowever extublivhed has virtually no ability
to bear taXation. A tax on an uneconomic holding would entail s loss of physi-
cai efficiency of the cultivator and his family or lead to the transfer of the
holding into the hands of money-lending or middle classes who have other sources
of income. In 1917 France introduced an income-tax on agricultural profils as
distinguished from land proprietorship at the rate of 33 per cent. In Eangland
the assessment of farmer's profits were at one-third of the annual value before
the war and the great majority of the farmers were virtually exempt from all
payment. During the war the basis of assessment of farmer’s profits was raised
to the full annual value. In India the cultivator and his workers and depend-
ents are maintained directly on the produce of the fields and the real income
is difficalt to ascerfain and value. Book-kesping methods are also unknown
amongst the farmers. But these difficulties are not insaperable but must be
faced in order that we can establish the distinction between sorts and sizes
of agricultural income which rightly rank as costs and those which are to be
accounted surplus, which latter and not the former should bear the tax. For
obviously five men can not pay a direct tax in money amounting to 40 per cent.
of the gross produce and the interest of old debts at 25 per cemt. mpon thres
acres of overcropped soil without danger in a bad year of catastrophe.

Agricultural indebtedness lies heavily on the mass of the Indian peasantry
and evictions and forced sales take place to a greater exfent than is consistent
with sound finance. Regarding the security of the peasants against the undue
encroachment of tax or rent as the object to be achieved the solution can be:
found only through improvement of methods of calculating agricultural surplus,
In the Punjab the system of assessing the value of agricultural land every year
or even twice a year is adopted. Bir James Wilson remarked : *'* Whether the
advantages outweigh the disadvantages or not is a matter that may safely be left to
the judgment of the peasants wiio have tried both plons; and the success of the
systerm may be judged from the fact that, of the thousands of villages whose
land revenue is now assessed harvest by harvest in this manner, hardiy one would
willingly give it up, and revert to that of a fixed average assessment. Thse
systemm has also the indirect advantage of bringing the superior revenue
officials into close contact with the villagers; and abova all, it makes the
Government share directly and immediately with each individual cultivator m
bis losses as well as in his profits, and s0 avoids the odium of a seemingly
callous realisation of a fixed demand from poor peasants in years when tHeir-
crops have failed. More than a sixth of the total land revenue demand of the
province is now collected under this system of fluctusting assessment, and it 13
becoming common for villagers to ask to have its benefits extended to them .

The method of computing agricultural profits and prices should be adapted
to the different conditions of tenure and seitlement, so0il and crops, so that
there is no encroachment on the standard wages of agriculture in an economic
ealtivation unit. The curb of an estimate of normal or standard wages of
cultivation ought to be fastened on the uncontrolled economic forces now manifest
in the lowering of the status of the small holder, his indebtedness and his
compulsory expropriation.

Investigations into the yield of agricnltural produce show that in normal
years there is food shortage in the country and thus the present land tax
encroaches upon the physical subsistence which is necessary te maintain the
calfivator and his family. The income from the land which is below the size
of the ecomomic cultivation unit is a necessary element of income with no-
power to bear a tax. The question of the surplus of food production aver
consum})t.ion has thus an intimate bearing upon the taxable surplus of the agri-
cultural classes as a whole. According to the latest Government estimaie we
require a minimum of one-fifth ton of food grain per head per annum including
wastage and seed. For normal current consumption ¢he Indian population of
318 millions would require 63:6 million tons of food grains and other food. The
cattlefood would require a normal addition of 14 million fons and seed 11
million tons while wastage would be 6-3 million tons. Thns making thkese
additions India requires for keeping her population and live-stock in normal:
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*health and strength an outturn of approximately 95 million tons. India's normal
total outturn of food grains is approximately 85 million tons. We may concinde
that during the last decade Indian food prodoction on an average fell below
her normal requirements by 10 million tons. Althoungh she has no food surplus
-she exports 4 to 5 million lons every year leading to a deficiency of -045 tom in
the necessary minimum of food per head per annum. This implies that there is
an inequitable distribution of the nationa] agricultural dividend. Out of the
‘total cropped area of approximately 250 million acres, food crops comprise 200
million acres. 16 per cent. of the total cropped area is devoted to com-
mercial crops, but the agricul‘ural income derived from these does mot relieve
food shortage. This can be explaied as due to the increase of the class of
intermediaries both in agriculture as well as in industry and the professions,
who therefore cvught to relieve the burden of taxation of those first to suffer
from inclement agriculiural conditions.

The modes of land assessnent were also aggravated instead of mitigating the
effects of restless encroachment. The Mughal and the Marhatta rulers obiained
from the land a met one-bali of the produce but when there was scarcitv, the
assessment was reduced. A very interesting instance of such reduction is afforded
by a firman of the Emperor Aurangzeb which is as follows :—

“ If Kharaj-i-muazzaf has been fixed on a land and a calamity befalls rome
crop of the land by which it s not totally destroyed, then you cught to enguire
into the case, and deduct from the revenue to the extent of the enguiry done;
and from the portion that remains safe, take so much of the produce {mahsul)
that the ryot may have a net one-half; e.g., ten maunds are usually produced
in a field; on account of the calamity six maunds only are left (safe); the mnet
half of this is five maunds; therefore, you should take one maund only (as
‘revenne), so that the net half, v4z., five mannds may be left to the ryot."

During the palmy days of Meghnl administration the revenune collectors were
subjected to & variety of checks so that the chances of rack-renting and oppression
were very small. ‘* If {God forbid} apy calamity (2,700) from earth or sky
overtakes a mahal strongly urge the amins and amils to watch the standing
crops with great care and fidelity, and after inguiring into the sown fields,
“they should carefully ascertain (the loss) according to the comparative state of
the present and past produce (hast-o-bud). You should never admit as valid
any sarbasta calamity, the discrimination (tafriq) of which depends solely on
the reports of the chandhris, qanungoes, mugaddams, and patwaris. So that all
the ryots may sttain to their rights and may be saved from misfortune and
loss and usurpers may not usurp (other's rights). Strongly urge the amins,’
‘“ amils™’, chaudhris, qanungoes and mutsaddis, to abolish balia (or halia)
exactions (akhrajat) in excess of revenue and forbidden abwabs (cesses), which
impair the welfare of the ryots. Take securities from them that they should
never aexact balia or collect the al-wabs prohibited and abolished by His Majesty.
And you yourself should constantly get information and if you find any one
doing so and not heeding your prohibition and threat, report the fact to the
Emperor, that he may be dismissed from service and anotg?ar appointed in his
'P’m.” .

In the light of the foregoing, the present system might be made more
responsive to the local fluctuations in agricnltural prosperity. In Madras, Bombay
and the United Provinces in particular, the enhancement of assessments has
gone by leaps and bounds. Thus the whole system of land tenure and taxation
is called in question by the repeated famines, even though they have been
fart.ially stripped of their old horrors. The following figures would show the
arge and continnous increase of the land revenue :—

Land Revenue in Cmpped ares.
crores of vipees, Million acres;
1890-91 . . N . 24-04 194-41
1593-94 . . . . 25'58 19733
1898-99 . . . . . 27-46 196-48
1901.02 . . . . . 27-41 coL v 226400
1907-08 . . . 26-67 221-63 -
1908-09 - . . . . 28-29 21800
1914-15 - . . . . 3070 227-68
1918-19 . . . . . 33-00 201-38

- /Only those years have been selected which have followed a famine,
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If we now oonsider the assessment of the thres provinces mentioned above
‘the increase wonld be found to be even greater.

Madras.

. Index No. of -
Year, Iand Revenue. | agricultural in-  Cropped area.
come per head.

Takha. Million acres,
1886-87 . . . . . . 460'5 100% 2301
10203 . . . . . . 5925 132 2450
1913-14 . . . . . . 5748 | 160+ 3418

(excluding irrigation receipts).

United Provinces.

: Index No.of | |,
Year. ; Land Revenue. | agricultaral in- i ropped

come per head. | Area.
T |
Lakbs. Million aeres,
1886-87 . . . . . 5807 100% 25-97
|
1902.03 e e e . 636 106 3461
1913-14 ... 321 : 1204 ! 33-27

|

{excloding irrigation receipts).

Bombay.
R
© Index No.of :
Year, Lend Revenue. agricultural in- Cropped area.
' come per head,
Lakhs. ' Million acres,
1886-87 - . .. /0 .100% . gl
159496 . . . . . 289 l 89 245
w0001 . . . . . w8 | 106 | =
191814 « .. . s | 1t | 308

Buch an enormous increase in the revenue cannot but diminish

the it
of the peasant to bear the strain of bad years. capacity

*K. L. Dotta's figures for 1890-94
#K. L. Dutta’s figures for 1905-093.

VOoL. I.



114

The incresse of incidence of land revenue per head of populstion is ss
follows :—

1900-01. 1918-17.

Re, 2. P Rs. A. P,
Bengal . . . . . 0 sl 010 6*
Bibar aud Orissa | - - . 0 7 3(For1011-12y 0 7 7
Madras . . 0 9 5 110 44
Bombay . . . . 1 0 4 2 2 9%
Agra . . 1 &5 6{For1%08-1907) 1 810
Oudh . . . . . 1 510 » 1 68

Much of the benefits of the Permanent Settlement as regards fixity of assess-
ment have been minimised as we have noticed by the growth in recent years
of the class of rent receivers and rent-payers on account of whick the rales
of rent of the raiyat paid to the landlords have increased a great deal. This
increment does mot reach the public exchequer but fills the pockets of ahsentee
landlords and intermediaries. The effect is none the less different as regards
weakening the sconomic position and staying power of the peasantry. Thus economic
pressure upon the cultivators in the permanently settled tracts is growing as
acube as in other parts of India and in spite of the hopes of the late Mr. R. C.
Dutta, distress and hardship during the year of scarcity are visible here though
perhaps to a less extent than in the rest of India. As to the exact estimate of
the intensity of famines and scarcity, it is difficult to speak with certainty bat
the investigations of Mann and Kanitkar have yielded result which serves to
sxplain the distress and hardship, suffered during a famine in many quarters.

The increass of land revenue in the village :—
Lend Revenue, Assessed area.

Year,

Pre-British— Rs. Acres,
1698 . . . . . . N 3 1,963
1724 . . . . . . . 526 2,000
1797 . . f . . . . 620 . 2,000
1720 . . . . . . . 1,178 2,000
1770 . . . . . . . 1,642 2,008
1785 . . . . . N . 862 1,954
1790 . . . N . . . 66 1,954

Brnitish --

103 . . . . . . . 1Loo9 1,931

1808 . . . . . . . 818 1,954
1817 . . M . . . . 792 1,954
88 . . . . ..oz 2,089
1844-74 . . . . N B . 1,161 1,089
1874-1904 . . . . . . 1,467 2,271

1905 = . . . . . . 1,405 2,271
1916 . . . . . . . 1,681 .

- Qut of 147 families investigated only 22, or just under 15 per cent. can pay
their way in the standard they have themselves fixed. The others are living
balow that standard, or else are deriving income from outside, or they are
increasing their debts. It is not the debt which maintains, in an average year,
the balk of the people in this groop in an imsolvent condition. If debi dis-
appeared, still 80 per cent. of the village would be iusolvent, in an average
vear. The whole maintenance of the position depends on the hope of good
seasons, which have come about twice in the last ten years. Then interest can
be paid, perhaps debts redeemed, and the position improved. It is difficult
indeed to see where the futnre of such a village lies. If it had a series of good

* For 1917-18,  + For1918-19. 1 For 1915-16,
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yoars, it would flourish, and though it coald hardly pay its way and pay off
debt it would gradually, we think, recover a sound economic position, though
the people would for a good many vears have to live below their own standard,
or be subsidised by their representatives living in the industrial centres. But
what are the chances of a good year? Only two years out of the last tem
years can be considered as such. If we take the fallow area as the least mph-
cation of character of a season, and if we consider 1915.16 and 1916-17 as bein
good years, though the anna valuation was only 10 annas, than from 1895
to 1319-20 we may classify the seaszons as follows . —

1. Materially above 191516 and 1916-17 or exceptionally good
seasons

2. Good seasons

3. Average or slightly above average seasons

4. Seasons considerably below average including famine seasons ...

P R RN

What ane of thess last disastrous vears means for the village may be indicated
by what has happened in certain directions in 1918-19. a genuine famine vvar.
It has meant—

(1) The horrowing of Rs. 6,000 by tagai loans, of which Rs. 3,000 was
for well-sinking aed repairing and Rs. 3,000 for purchase of cattle.

(2) The mortgage of 335 acres of land by 26 peopls for Rs. 7,021
which must be added to the village debts in 1817 recorded above.

(3) The sale of 654 acres of land by five people for Rs. 2,137,

(%) The loss of 59-7 per cent. of the bullocks, 80-5 per cent. of the cows
and T4 per cent. of the buffaloes. :

{5} 300 people leaving thae village for work during the famine, 200 going
to a local famine camp, the rest going to industrial centres.

Counting only the increase in debt, the famine has meant an inmcrease of
indebtedness of at least Rs. 13,0281, or by over 44 per cent. in the one 3ear.
Some of this may be paid off at an early date, but much will probably be
permanent either 1 its present or in some modified form.

Such evidence of rural deteriaration points to the need of a new and forward
policy of taxation. The class which maintains the race munst not be selected
to bear a burden they are least able to do, while the classes which enjoy a
taxable, unearncd income receive a lighter treatment.

Dr. Mukharjes gave oral evidence as follows: —

I am the Professor of Economics at Lucknow. Before that I was in Ualcntta.
I was also appointed in Bombay for the University School of Economics.

The President. Q. —What I wonld like to ask youn first of all is as regards
the adequacy of the material already available. Iﬂwe you made any study of
Indian statistics? ‘

4.—Wae have to depend upon many of the associations, economic and sociologicat
in different parts of India and in different nniversities Lo cohtain information on
many of the aspects of the taxable capacity of the people. 1 think the statistics
that are already available would not be adequate enocugh to enable us fo estimate
rightly such things as the incidence of taxation and the distribution of income
amongst the different classes, and in the absence of information in these fields
we have to build upon hypotheses of income which perhaps may not e justiﬁa(i
by the actual facts in the villages. T refer in particular to the official statistics.
'ﬂ-ere are very few associations collecting information regerding the average
profits of the cultivators in different parts of India or again family budgets
with reference to different classes of the population.

Q---May we take the official statistics first? Wounld ybu give us your impres-
sions regarding them? We will begin with the agricultural statistics.

A.—TI think the Report on Prices groduced by Mr. K. L. Datta contains
vory reliasble and unseful information, but unfortunstely that inquiry has not
been made up-to-date. He toured thromghout India and visited many people and
ebtained information om the spot.
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Q.—For the moment I was contemplating the use of statistics for the estimate
of the total production. For instance. how would yon proceed to get an estimate
of the total agricultural production of the country?

A.—1 am afraid that will almost be an impossible task under the organizations
available at present, but 1 think for a Commitiee like this it would be more
relevant and perhaps more significant to discnss not the total income, but rather
the distributien of that income amongst the different classes. T also think that
if it would be possible to collect family budgets from the different classes and
also information relating to the distribution of the profits of agriculture, it
would be more relevant to onr inguiry. Oo the other hand, if we speni our
time in an inquiry like the presert we would not be on sure ground. For
instance, [ think vou have seen Mr. Shirras’ new book, ‘The Science of Public
Finance '. The information contained in it is full of hypotheses and tentative
guesses, aud T don’t think soch information will help us very much, T should
think the estimates arrived at by Messrs, Shah and Khambata are also based
more or less on guess work. I therefore think it wonld be more useful to get
information regarding the distribution of the income rather than the income
itself. As regards the distribution, there were several inquiries instituted by
the Chanakys Soriety at Patna under the guidance of Mr. Horme. But those
inquiries were undertaken 4 or 5 years ago, and I don’t think they are pursming
their investigations. I had myself collected a large number of family budgets
from different parts of India, and some of them have been saummarised in my
vernacular publications. T have no abstracts in English, bat T shall give them
to you later on. 1 have pot some family budgets collected very recently from
cortain villages in the Uunited Provinces, For instance. T tried to estimuts the
economic holding in some villages in Oudh, the agricultural income in relation to
different crops as also the incidence of land rent in relation to the total profiés of
agriculture, [ shall be very glad to farnish them to the Committee. Atr.
Bhatnagar has also been colfenling some information regarding family hudgets,
In fact, family budgets are now being collected in almost every University
and in almost every college of Indis, and if you can write to some teachers in
econgmics, I think you will be able to get adequate information.

Sir Percy Thompson. ().—What methods do you adopt to arrive at your
astimates?

4.—The way in which the estimates were arrived was this. A questionnaire
was framed and the bovs went io the villages and collected informatien item
by item. T think the boys paid only a single visit to the villages. In very
many cases these fumily budgets are taken at random, but if there are. say,
a thousand budgets collected, you cam arrive at a representative family budget.
What [ attempted to do was to select the different classes of the population.
the artisans, the landlords, the day labourers, higher middle class and the lower
middie class, and having graded the population by that method, I attempted
to introduce my students to some representatives of the different grades of the
population. If vou took the lowest possihle grade. in arder to form an opinion
as to what a proportion it represents of the total number. you will have to refer
to the Census Report: for instance. the population which occupies the lowest
rung in the economic ladder is composed of the landless day labourers. Tn the
case of the landless labourer his economic position is the worst. Tf you take
the rmltivators. we grade them according to their indebtedmess. We first see
which of the cultivators have got debts running from generation to generation
and we discriminate beiween the wealthy and non-wealthy cultivators, and in
most parts of TIndia the wealthy cultivators have land hired from non-wealthy

cultivators.

@.—How did you ensure that they were the average specimens of their class
and not specially selected specimens collected with a view to arriving at a
perticular conclusion?

4.—We followed the mere arithmetical method, as it has been done in
Enrope. There the average is the result of many arithrietleal averages. For
instance, if we take a village of 500 cultivators, T would collect 300 familv
budgets at random. and the average will be reliable, but in most cases we
have, sav. 5 or 10. Tn the absence of any other information, we have to rely
opon the methods followed by people in different Universities and Colleges
who are collecting the family budgets, and if these are vitiated on account of
their bias and prejudice, vou have to accept the consequences. I think that
what the Taxation Enquiry Committee really needs is adegnate information
as to the distribution of income and expenditure.

'
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Q.—We are also asked to make suggestions as tu how the existing material,
which yon say is inadequate. should be supplemented and what is the most
suitable agency for the wider economic inguiry. Have you considered the
question of the wider ecomomic inquiry and what it would involve in the way
of legislation, administrative staff, time and expense and so forth?

4.—I have copsidered this aspect ot the matter, and I want to emphasise
in this connection that »ach an inquiry, if it is to be a very effective step in
distributing the burden of taxation, must deal particularly with the condition
of the cultivators of different classes and types in different parts of TIndia.
That is why I think that an investigation into what is called an economic
boldinzg would be so essential, but T do not think that am all-Tndia body like
this can do very mach in that respect. Purely from the point of view of
taxation an inguiry into the total wealth and the average income cannot help
us verv much, lecause we must get at the distribution. In many parts of
India agriculture has become unprofitable. and one ot the canses of that is the
heavy burden of taxation on land. That is the reason why T want to arrive
at a conception of an economic holding which would be the harrier against the
anwise use of taxation.

Q. —Do you think an estimate of the whole wealth of the country would be
of any use from the point of view of taxation?

A4.—A censns of production of the organized industries would be very import-
ant in connection with the levy of duties in the way of super profits tax and other
taxes, or again the question of proteciive tariffs would also come in and we
will have to consider the technime of production and things like that in con-
nection with arriving  atl an estimate of produciion. Statisticians say that mmch
cannot be gained by a mere inquiry into the iotal wealth nf the conntry. Bat
you must have in the first place a census of production of organized industries.
As a matter of fact, they touk several years in Encland and it involved legis-
latton, and they alo had a very large and highly trained staff for the purpose.
Wages Census of course has heen taken from time to time. and T don't think
any new inquiry is necessary in this respect. We have Shirras’ publication,
und some information i3 occasionally published in the Tahour Gazette.

©@.—Could von make a census of wages without bringing compulsion to bear
apon all employers to return wages!?

4.—I do not think legislation is essential in that respect.

Q.—Your census would be Qquite incomplete if certain employers returned
wages and certain others refused tn retuyrn. 1 mean to ascertain the general
rate of wages in a particular industry. Tf only 10 per cent of the smployers
filled up the forms and returned them, you could not get an accurate idea of the
wages in that particular industry. We have just had such a return from Madras
anu the reporting officer says that it is gunite incomplete because the great
majority of the emplovers would not send the return.

4.—71 had been te different emplovers even in Madras and T did not feel
any difficulty in geiting the desired information of the wages paid by different
employers in the different indnstries.

@.—Can your information ba complete unless you have got a retnrn for all
the people employed in the industrv?

A.—1t is » pity that such information is not collected at the time of the
population cex: <x. Then it becomes much easier.

@.—What sort of staff would you require to get a census of production for
the whole country, industrial. mineral and agricoliaral. and a rensus of wages ?

4.—T am afraid I have not much administrative experience in that line.
@.—What is your experience of the present reporting of prices?

A.—They are more definite as repards non-food hi
abroad than the reports of food cro g crops which are exported

@--—They are taken frum the enstoms figures. are not they?

A.—Farecasts of vields as well as prices of the -
more definite and precise. ’ non-fond crops are uch

@—Do you regard those forecasts of vields as aconrzte?

of :he—-'{olz? c:::;% shmuch more definite than the forecasts of vields and rrices
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Q.—Have you read the comments of the Coiton Committee or Mr. Duila
or the Sugar Committee on this point? They condemn these statistics as
wholly unreliable.

A.—The statistics of food crops nnd other foodgrains are even more unreliable,

Q.—That is what we are informed. That iz why 1 am asking you how voum
wounld set about getting reliable figures.

4.—May T read out this seatence, which has some connection? {Reads from
his papers.) ' The recent famines reveal our ignorance of the quantities of
foodgrains available other than wheat and rice and a Committee of the Board
of Agriculture which discussed the whole question of Government famine policy
were of opinion that similar care should be taken to get correct informatioe
with regard to the production, consumption and movement of food crops for
which forecasts are at present issued in order that information may he available
with regard to the stocks held and the crop prospects at any time.”

Q.—You say ‘* similar care should be taken.” 8imilar to whatT

4.-—8imilar to that for the non-feod crops.

Q.—The reports of committees have stated that figures for the non-food
crops are not accurate.

A.—7 think jute and cotton figures are more accuraie.

Q.—Can you refer us to any jute figures? !

4.—Yes; they are published by the Government of Bengal. I am referring
to forecasts.

@.—Could yon tell us how they are prepared!

A.—There is a proverhb which is very current among villagers that we have
to depend ultimately upon the chaukidar for the actual estimate.

Q.—You depend entirely on the chaunkidar. In certain districts there are no
regular village servants. -

A4.—In the case of the nom-food crops, the returns of the Magisirate, the
Deputy Magistrate and the Sub-Divisional Officer are checked by the Depart-
ment if they did not tally.
. Q—If T put it to you that in one province certainly the merchants invariably
add 25 per cent to the Government estimates because they consider them always
to be underestimates, will that surprise you?

A.—T think in Bengal the Calcutta Chamber ‘of Commerce is a healthy check
against tnadegmate or inaccurate information.

Q.—Don't: many of these commercial firms get their own forecasts because
of the inadequacy of the Government retarns?

A.—T have no information in that respect. 1 think in Bengal they depend
on Government information.

¢.—They do use the Govermmnent forecasts but they also have their own
reports. They do not depend very much on Government returns. These have
been condemned by committees for commercial purposes.

Tumins to the question of distribution, you say we should depend on the
family budget. I take it that your idea is that we should look for the poovest
of each class that is hit by a particular tax.

A.—Yes.

@ —How would you divide the population into classes with reference to the
taxes that hit them?

A.—T tried to formulate such a division in ome of my earlier books.  The
Foundations of Indian Economics’. I becgan with the landless day labourer, then
the ordinary cultivator, then the cultivator who has o' = lease of land, whe
is also an intermgdiary or the rent-receiver, then the different classes of artisans,
then the Iower middle class, then the higher middle class and then the trader.

@ —What taxes affect the landless labourer?

4.—All the indirect taxes wonld affect them,

Q.—AIl of them? The duty on champagne?! Income-tax!

4. —The salt tax would affect them. Customs wonld affect them. Their
consnmption of cloth is very limited, but even that is proportionately great.
Landless lahourers do wear imported cloth. In Assam, in Orissa, in the Puonjab

"
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and in the Central Provinces he wears his own home-spun cloth bat in other
parta he does wear imported cloth. :

Dr. Parenjpye. Q—Does he not wear ordinarily Bombay cloth of lower
-counts ! )

A.—T am speaking of my experience in Madras, Bengal and the United
Provinces, I do not kmow very much of Bombay.

The President. (.—What determines the fact that in one province the landless
labourer wears home-spun cloth and in another a mere expensive cloth?

A.—It depends upon the tradition of utilising idle or surplus labour. I
some parts of India agriculture occupies only half the year and for the rest
of the year the landless labourer would be carting or mending roads or spinning
or doing things of that sort. In the three provinces 1 bave mentioned, the
landless labourer is a very thrifty person and spends his leisure in weaving. The
landless labourer in the Punjab, Assam and the Central Provinces is better off,
but he is the most miserable person in Madras.

" Q.--When you speak of the landless labourer, are you referring to Parakudis
-and Pannayals?

A.—T1 am speaking of the Puleyas and the Ezhavas. The man who works
under a Mirastdar more or less as a serf.

@.—You say he buys cloth? Is it not given to him? Does the Mirasidar
pay a money wage? Does he not pay his labourer in grain and give him a
.¢cloth on occasions of marriages, festivals, etc. Does the landless labourer pay
a tax on cloth?

A.—He may not purchase cloth himself in that particular tract and under
those peculiar conditions, but as @ matier of fact, the landless day labourer
-does purchase cloth in those parts of India already menticned and in Madras
in the Cauvery districts.

* @.—That is the place I am referring to the Perakudi and the Pannayal in
the Cauvery delta, who, as you say is a seri,

A.—I think you were referring to the Puleya in Malabar.

Q.-—Let us take the Parakudi and the Pannayal in Tanjore. Youn know
‘Mr. Andrew's book which deals with these very persons? I forget the name
of the book for the mement. He is a very celobrated missionary in Chingleput.
He made an inquiry into the bonds by which these men are held in serfdom.

4.—1I have myself made inquiries but not there.

Q.—Does the landless labourer pay any other tax?

A.—TI think in many cases they depend on village-made molasses but in
‘those parts where the indigenons sugar making industry has deteriorated they
have to buy the imported sugar. They pay on that. They do so0 in Bengal in
particular and in Bibar.

Dr. Paranjpye. .—Does he pay on his liguor?

4.—Country wine still forms a large item in his expenditure and he does pay.

The Presideat. (.—You count that as an nnavoidable burden?

A.—T think so, because in particnlar parts of India where the wet varie
-of rice is grown, the cultivators have to work knee deep in water in the culti-
_vation season for at least 2% months and he must need a stimulant like that.
Toddy is a stimulant.

@ —I1 take it you are not one of the advocates of prohibition. If we
proceed a little higher up, where do we come in contact with another tax?
A.—1 shall give you a note on the agricultural labourer that I have writter
which might interest you.
Q.—-Perhaps you would leave this question of the taxes that affect parlicalar
-classes till you had time to consider it further?
Now, we will proceed to the note which you have so kindly sent us. You say:
* It has been estimated that nine-tenths of the rural population of India
live, directly or indirectly, on the produce of the soil. In a country
where agriculture is the predominant cccupation, the field produce
naturally furnishes the mainstay of taxation yielding spproximately
40 per cent of the revenue.”’

Conld you tell us how you arrived at that?
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A.—It shonld be 30 per cent, not 40 per cent. I got this figure from one
of the Government reports. That simply represents land revenue. That is the
figure arrived at by Mr. Shirras also.

Q.—Then you say, ‘‘In Bombay and Madras the land revenue is assessed upon
each aere according to fertility, facilities of irrigation, price-level and general
economic condition in villages, irrespective of the fact whether the cultivator
has a surplus income or not.”” And you proceed to develop your own scheme for-
exempting certain incomes. I do not quite follow whether your scheme is a
scheme for putting a tax on land or on the land value.

A.—~1 want to abolish the present system of land revenue altoget_.her ang
I want to intreduce a system of taxation of agricultural profits as is in vogue
in & country like France. A tax on agricultural income.

¢.—Not a tax on land values?
A.—Except in the urban aites.

Q—If a man chose to neglect his land and not to make an income from it,
he may contibue to possess that land to the exclusion of other people but he
pays no tax at all

A.—The possibility of a neglect or misuse nf land is very rare in a country
of very dense popmlation as India and China.

Q.—Perhaps the word “ neglect ¥ was a bad cne. Possibility of uneconomie:
use of land. Take one instance. We have a great deal of evidence before us
of the prevalence of fractionisation of holdings going on to such an extent as
to reduce large nreas of land practically to being uneconomic and unworkable.

A.—That introduces us to a wider issue. I believe that the evil can be
met only by legislation in that respect. Because it will result in discouraging
the continuous increase of the class of rent-receivers and intermediaries. In
Madras, in Bombay and in Bengal in particular the ordinary cultivators are
ceasing to labour themselves and they are becoming more or less rent receivers.
Tn some extent the system of taxation is responsible for the growth of this
class and in this way, When agriculture becomes unprofitable—and the causes
why agricalture has become unprofitable are numerous and one of them is the.
burden of taxation—the tendency is encouraged to speculate in land, so that
we are gradually face to face with the phenomenon of a system of capitalist
middlemen being introduced into the villages.

Sir Perey Thempeon. Q.—Into an unprofitable industry?

4,—Y:s. They take the land and then sell it off. That is why evictions.
and forcelgl :sia:les are far more numerous in places where there is large fragmenta-
tion of lan

Dr. Hyder. Q.—Are you not aware of the rise in the price of land in Northern.
Indlia'? lf? agriculture is unprofitable and still people buy land, how do you
explain it} .

A.—Lard is going away from the class of people who live by labour into the
hands of those who do not live by labour and these peaple are generally recruited’
from the higher middle class who can pay a higher price for the land. That
is a very hasty generalisation but such a conclusion like this is applicable to
many re&xons in India where enguiries relating to agriculture have been under-
taken. Even in the Punjab you note an enormous increase of the tendency for
the cuitivator proper to be gradually superseded by the rent-receiver. any
causes are encouraging this system of treating land as a commodity whick is
meant for the highest bidder. That is a very unsound economic system.

The President, (.—May T invite your attention to the result of one of the
inqmiries by Mr. Calvert? He says on this very point that the decrease in the
ravenue derived under British administration has facilitated the introduction
of the evils of high land prices and resultant speculatinn’ by non-agricalturists,
that is to say, that the decrease in revenue demand which was intended to
benefit the cultivators has actually led them into temptations which they have
been umable to resist and into troubles which were new. Do you accept his
conclusions ? .

4.—1 agree with the previous sentence tlat where there is practically no
alternative to agricalture, it is possible to make heavy demands on agricultarists
withont driving them to abandon their industries. In many of the villages.
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iculture being the chief occupation, the handicrafts and other subsidiaxy
:gc'upations whigh utilised their surplus: laboer have now deteriorated and the-
cultivators do pay s higher price for the land.

Di. Hyder. {.—If agriculture is unprofitable, where does the extrs money
come from for investment oz land? . L.

A.—There is a readjustment of the classes which acmmi{smes the redistri-
bution of this income. 'Those classes which can pay and which have a lorzer
surplus buy the land. -

The Makarajadhiraje Bohadur of Rurdwan. Q.—When you use the word
* unprofitable ', you mean that the holding is nat uaprofitable in itself from the
point of view of yield, but it has become unprofitable to a particular class ?

4.—Yes. That is my point. That is why I say there is a redistribution
which accompanies the readjustment of economic status of the different classes.
The increase in the number of tenants i the Punjab is not due to more sreas
being taken up. Those figures have to Le compared with the figures of forced
sales and evictions, and you will see how they taily. Even in years of agricul-
tural prosperity land is being alieuated. That is why in the Punjab the Land
Alienalion Act was passed, in fact even that Act has not been able to check
the continuous grip which the capitalistic middleman or the non-cultivator is
gotting over the soil. Land is not at all profitable to the class which ought to
subsist on it by labour. These intermediaries sell their land after a year or so.
snd they get something in the transaction.

.—Supposing the amount of the land revenue was egual to the economic-
rent of the land, would the cultivator who has to pay land revenue equivalent
to the rent of the land. sublet his land?

A.—The point is this, that the land revenue encrocarhes upon the economic
rent, and agricalture for that particular class leing unprofitable, land is trans-
ferred. Land rvevenue is larger than the economic rent, and the tenant, after
paying his rent to the landlurd, finds that he has not sufficient profit, nay he-
often falls into deht and goes to a Makajan who swallows up that Jand. In
the Punjab, for instance, these rent receivers huve heen increasing by leaps
and bounds; the same is the case in the Ceutral Provinces, These are the two
provinces which bkave the largest number of Mahajans. Mr. Calvert who made-.
an interesting study of this subjert says that of all parts of India. Puniab shows
the largest number of cases relating to land transfers and land disputes.

Sir Percy Thompson. (Q.—The impression I got from your pawphlet is that
you consider that it is the .heaviness of the land revenue which is responsible.
for the non-prosperity of the cultivator.

A4.~T1 do not lay the whole blame there. It is not only the high land revenue
which is leading 1o this sub-letting, but there is also the indebtedness which
has continued from generation to generation. Besides this, he has to pay rent
and also interest on the capital, and both these have to be paid periodically.
In some cases he can afford to delay the payment of interest, whereas he cannot
delay the payment of rent, so that it is the burden of taxation which taxzes.
him most. His indebtedness is increasing vear by year. and even from generation
to generation. He has also to lay by a certain portion of his profits of agri-
culture, if he has any. to pay back the debt and also the interest om it. I*?c.f;r
the conception of economic reat does not arise in this case, because on account
of indebtedness the balance between agricultural costings on the one hand and
profits on the other, does not show any surplus. The simple conception of
economic rent as applicable to land is the tradition bequeathed by Ricardo, but
with the growth ¢f the complexity of our land teoures, and of the class of rent
receivers, the Ricardian theory does not apply. Again, when we have profits,
the theory of rent would apply. The Ricardian hypothesis helieved in only two
persons, nawmely, the cultivator and the landlord, but we have in between so
many intermediate rent receivers from the superior landlord to the petty inferior
landlord, with the result that agriculture docs not pay. That i3 why I am
pressing for an inquiry to discover the size of holding that would actually
yield so much as to cover the necessary agricultural costings, so that if any
surplus remaius, that must bear the burden of taxation. Even in the case of
income-lax, you have laid down the limit of Rs. 2.000. My whole point is that
large numbers of people continue in agriculture ot a loss. " Even in the Punjab
where agricultural prosperity is said to be the greatest as Mr. Calvert thinks,
there is a large body of people who cannot abandon their land and cultivate at
a loss? and the sale value of land is inereasing year after year in spite of the.
fact that the roturn from it is continuaily falling. ’

4
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Q. —You refer to the inequity of increasin.% the burden of rent in the pes-
manently-settled tracls, Is not that checked by tenancy legislation? How can
rents be increased?

A.—Rents in Bengal are rising from period to period and there are different
methods of increasing the rent in spite of the tenancy legislation. ‘Tn Bengal the
creation of a class of patnidars and dar-patnidars has been a serious and very
great evil which is going to be remedied by an amendment of the Bengal

"Tenancy Act.

The Maharajadhiraja Bahadur of Burdwan. @.—In Bengal the actua! saperior
landlord is not the man who makes the biggest profit. Rack-renting is by the
patnidars.

A.—I have referred to them in my note. It is the intermediaries who are
squeezing the caltivators. The only way ‘tlyiy which we could get at thsse inter-
mediaries is by imposing heavy duties. For instance, during each transaction
we might levy a heavy fee on transfers, also during succession, duties may be
levied when the Karta of the joinlt lamily or any coparcener of the oldest
generation dies. 1f yon impose a duty when the Karta dies, it would be more
in consonance with Indian traditions. When a change of management takes
place, we can always identify the managing member either under the Afitakshara
-or the Dayabhaga law. The imposition of succession duties will not lead to
partition of joint families, I do not think an annual levy would be appropriate,
and I consider it will be more equitable to levy a tax on the whole property
when the head of the family dies. ’

{.—Now coming to the question of economic holdings, would you please tell
‘ns what you mean by economic holdings?

~ d4.-By an economic holding, I mean, a holding which just pays its way and
leaves no surplus, and under my scheme I wonld exempt from taxatia such
economic holdings which will just pay their way. I would suggest a system
of progressive taxation on agricoltural incomes from land above the size of an
-economic holding, which of course would vary according to the soil and other
factors. We should have economic circles thronghout India just as they have
in Bombay. There has been very great fragmentation, and we should take care
to see that we do not levy a tax on a holding which cannot bear it. Fragmenta-
tion is the last resort of the cultivator. When everything fails and when
families cann:t send emigrants abroad or to the mills or plantations. only under
"those circumstances it is conceivable.

@.—Then, as regards the cultivator, you think that the cultivator in the
Punjab and the Central Provinces are all equally strong and efficient ?

A.—For very wide areas you can get a similarity of agricultural conditions.
You will find not great difference in skill, nor difference in the rotation of’
crops nor difference regarding irrigation and marketing facilities and then if
‘:eldg_'mnp several villages in that circle we might find the representalive economie

olding.

Q.—With this small holding, would you not still find that one cultivator
can make one holding pay and another cannot?

A4.—Obviously there are difficulties but we have to draw the line somehow
and somewhere.

Dr. Puranjpye. @Q.—Would you recommend the taxation of an uneconomic
holding so that the greatest amount would be produced on the land?

4.—No country has ever attempted such a drastic measure.

Q.—In a large number of conntries there are laws now a.el.uﬂ]y in existence
Jor the purpose of securing an economic holding, ¢.g., in France, Denmark and
in various other countries.

4.—T think the difficnlty is doe to my use of the phrase ** economic holding.”
You might use “ economic coltivation unit.” That would be a better expression
becaase °* economic holding ”” has now a significance of its own since thope

attempts have been made for consolidation of holdings. But ** ecoromic culid-'

vation unmit ’’ is a cumbrous expression.
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To-Sir Perey Thompson.—If you tax uneconomic holdings where would the
people be then? Bupposing you find that in ome region agricnlinre has become
unfrofitable for 50 ver cent. of the peasants.

Q.—They would combine two nneconomic holdings and make them into one
economic holding. The man would sell his piece to his next door neighbour.

4.—~We cannot expect that immediately.

Q.—You think it is much better that ihe man should expend his labour on
-4 thing from which he cannot make a living?

4.—~To avoid that, the organisation of co-operative consolidstion socisties and
the introduction of legialation. as tecommended by Keatinge, would be much
more beneficial.

Q.—There must be a point at which the man cannot earn a living out of
+that holding. Tt must he too small for him to earn a living. :

4.—He has to be there,

Q.—But he cannot earn a living. Do you want to perpetuate that sort of
“thing ?

4.—Wae cannot expect that under our f)resent. social crrcumstances the whole
family will migrate and work in industrial cities.

Dr. Hyder. @ —Why not? What is it that binds him to that place? 1
‘thought economic factors would make himn go where he could earn a living.

A4.—We do not expect that. There is the attachment to the soil. Thers
are social customs. There are s0 many other factors.

@.—Attachment to the soil can only arise becamse of the fact that they
derive their living from it. When they do not derive a living from it, what 1s
‘there that attaches them to it?

A,—~That is the worst of it. That iz why we find agricultural societies so
hampered because of the tenacily of the pecple to the soil.

Dr. Paran?ye. @.—You are going to encourage this tenacity by exempting
uneconomic holdings.

A.—~My scheme wonld relieve the burden and make that holding profitable.

Sir Percy Thompson. Q.—But then there will be further fragmentation.

A.—We will have laws against fragmentation and will organise co-operative
societies to effect consolidation of holdings.

@.—They might do that now.

4.—I think some sort of legislaticn is necessary as in Japan, for instance,
where if half the cultivators agree to comsolidation, it is compulsory on the rest
to join the scheme.

@.—My point is this. Suvpposing X acres are unaconomic to-day with a land
revenue upon it. There must be some fipure X—Y which would Ka uneconomic
even if there is no taxation, and if you remove the taxation, the tendency will
be for the wunecomomic holding to get down to X—Y in time. Yon won't canre
-the evil; you will only intensify it.

To the President.—I regard with very greal misgivings the effect of the
‘increase of rent-receivers in the Punjab and Mr. Calvert also agrees that » large
portion of the profits which ousht to have gone to the cultivator are taken by
& class which escapes from the burden of taxation.

,;%—._Bon’t you agree that the increase in the sublettings is due not to the weight

of “the land revenue but to its being so low, hecause there is a bigger margin
hetween the land revenue and the true rent of the property?

i,

.,‘,
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d.—Your analysis does not take into account the circumstances which compel.
a man to be attached to the land even though it is unprofitable. We are nok-
swayed by economic causes like these—especially the peasapts.

Q.—That is politics and psychology, not economics. ,

A.—I think economics does mot give the whole solution to the problem. It
is psychology that gives.

@—I do not think economics and taxation should encourage something
which is uneconomic.

4.—My idea of the economic cullivation wnit would be that which just pays
its way. Beyond that you can levy your tax as you choose. But yom must
agree with me that the land which just pays its way should not be made to
bear sny tax, Jf yon tax it, you are levying a tax on the family subsistence.

Q.—Go a little further and say that you should mot levy a tax where it is
pelow that economic holding. -

A4.—Yom should not levy a tax because the family would continue thace with
increasing indebtedness and would be paying the rent or tax by stinting the
absolute minimum of subsistence apart from any ideas of comfort.

Q. —Your taking away the tax does encourage the tendency o stick to the
land to the very last gasp even though you are not earning anything out of it.

A.—You don't have the same logic when yon set a barrier against the limit
of taxation on income, do you?

Q@.~—No, because income-tax is a very different kind of taxation. Income-tax
is purely a personal taxation whereas Jand revenue is not. Laad revenue is.
payment for an asset the use of which you have,

A.—There we differ. I have been emphasising that in many parts of India
land is not an asset in that sense. Only intensive inquiries can help us to
formulate definite conrlusions regarding this and I think I have emphasised one
aspect more than I snould bhave dope. But this is just to draw your atlention
to a particalar side of the distribution of " taxation which I think has been

neglected.

The DPrestdent. (.—As you are on the point whether land revenue iz a
rent or a tax, 1 believe you hold the opinion that absolute rights of property
in land are not compatible with Indian revenue and administrative traditions.

4. —Yes.

. @ —Let ns tarn to your estimate of the expenses of cultivation of a heldin
in Bengal. On what do ~on base your estimate of Rs. 12 for weeding exi)ensesg
Is it not very umusual? :

4.—These estimates were obtained from the statements of the peasants
themselves.

To Dr. Peranjpye—It is not done by the man and his family. They hire
extra hands. 1 bhave not calculated the cost of labour of the members of the
family in my estimate. That does not come under the expenses of cultivation.

(.—You are no doubt familiar with Mr. Jack’s book? What he says on
this point is that the man himself will do all this kind of work. “*There is no
employment of hired labour at all.”” If it is an economic holding he ought to bhe
able to do this kind of work bimself.

4. —0Other members of the family do engage in weedin:z i
they bave to employ extra hands. Y gage in weeding and harvesting but

-—You are showing for weeding a sum almost equivelent to remt. Then
you show Rs. 12-80 for harvesting. May I read to yt?:z] Mr. Jatk again on the
subject of harvesting ahout the. Faridpur farmer? (Reads a passage).

A.—~That is an ideal state of things. The reality is di o
a5 Fhat is an | g3 e reality is different from what
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@ —May I suggest thal the peasants whom you interviewed must have been
.some of those owners of fertile land at Daccy and Mymensingh who are too
_prosperous and too proud to harvesi their ewn crops?

A.—7F have also got other estimates obtained from villages in Oudh which
I visited. .

Dr. Parunjpye. Q.—Estimates given by cultivators who cultivate the land
:themselves ? .

A.—Yes.

The President. (—Could you find any cultivalor in any other part who
thowed a1 net profit?

A.—1 gathered my information from a large body of cultivators, so that
-each might check the other. For instance, when I got an estimate of the
-expenses of cultivation T had them checked at once by all of themn.

Q.—Do you dispule the correctness of Mr. Jack’s inquiries? T thought they
were accepted as being one of the most complete inquiries that were made
with a staff of 200 men.

A.—Perhaps his description applies to thet particular region of Faridpuar.

Dr. Paranjpye. Q.—You say itn your note, page 110 : “*Out of these, 36 maunds
will be required for domestic consamption and 24 maunds will be kept as
reserve stock.” What do you mean by ‘reserve stock!’ Do yon mean that
he sells it for other expenses? If thic is the averape, then 24 maunds is a
profit according to you.

A.—He would not se]l that. The saleable surplas is 40 mauads. This 23
mannds is reserve against the fluctuations of inclement seasons, If what
Dr. Slater has calculated is true that you have every three years two successive
seasons when the crops fail, then even 24 maunds wonld not suffice.

The -President. ¢.—You do not get that in the rice lands of Bengal?
4.—No. '

Q.—Your figure of Rs. 1-4-0 as harvest price—is that the price of vice or of
. paddy ?

4.1t s paddy.
{}.—Even for paddy it is a very low price.

A.—1In the threshing fields the price is very low, especially when the harvesi
-has just been reaped.

(.—What is the proportion of the price of rice to that of paddy?

A.—I cannot say at once. 1 have to look into 1ay notebooks.
Q.—THe latest harvest price of rice per maund in Bengal is Rs. 6. That
is why 1 am asking you alwout this figure of Rs. 1-4-0.

4.—1 took the facts down as they were given by the peasants. I do not
‘hink there woald be any discrepancy. I come from a village.

. {)—You sav that the average cultivation unit in the United Provinces is
loss than 2 acres.

A.—That was the result of the investigation by Mr. Sham Bihari Misra.
He calculated the average number of acres per plough and per cultivator. He
had two sets of figures, one for intensive cultivation and the other far ordinav
type of cultivation. Mr. Misra 35 pow Begpistrar of Co-operative Societies. 1
have summarised his report. (Reads.}] ‘' He inquired into 18 Unifted Provinces
districts and he found that the average area in acres per cultivator who onder-
takes the ordinary t of cultivation is 7'83 and 1.68 in the intensiye type.”
I show in this table }Ezowing the table in manuscript) the density of popniati(m
in ezach of these districts and other details.
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Q.—You say on page 111 of your note that the average epltivation unit is.
‘less than 2 acres whereas you say now that Mi. Misra has estimated it to be

7.83 acres.

A.—Mr. Misra also says (reads) “‘that in some distyicts the plots are found
to be as small as 25 or 30 sq. ft.”’

.—You say at the foot of page 111 : ““In 1917 France introduced av income.-tax
on agriculturag rofits as distingnished from Jand proprietorship at the rate of
33 per cent,” You are aware thai it was raised to 6 per cent in 1920 but
uite recently it has been raised to a level with the rest of the income-tax, so
that there is no favourable taxation om agricultural profits?

Dr. Hyder. Q.—You say : “A pair of oxen—Rs. 40" The Maharaja thinks
that this estimate 13 too low. If you had said Rs. 40 each, that might be possible.

A.—This was from a village very much in the interior. When I got the
information, I tested it.

The President. Q.—You say that * the great majority of the farmers were
virtually exempt from all payment.”

4.—My source of mformation is Seligman's article which appeared in the
Quarterly Journal, .

@.—You say that ‘‘during the war the basis of assessment of farmers”
profits was raised to the full annwal value.” During the war and for s short
period after, it was twice the annual value, and now it is once the annual value.

The last sentence of that paragraph must, I think, be a misprint. Wonld
you mind explaining what yon mean by ** five men "7

A.—It onght to be * five persons.”” That is the average oumber of persoms.
in an Indian family. :
@—That is, ** A man with a family of four cannot p? a direct tax in mouney
o

amounting to 40 per cent of the gross produce.” How you get 40 per cent?
I would suggest to you that the Punjab figure is 5 per cent.

A4.—That is my view. On an average you can have it like that, In the.
Resolution of the Government of Tndis it is sometbing like 50 per cent.

Dr. Paranjpye. Q.—Of the net produce. That is the theory, is it not?
4.—Yes.

The President. {.—That was the old theory. You are aware that even in-
temporary setllements, a limit is always put to the increase, sometiges as low
as 12 per cent?

A.—My whole point is this. When a Settlement Officer estimates the expenses
of cultivation, he exaggerates the income and minimises the axpenses. .

@-—Can you give us any instance at ali, where the assessment is as much.
as 90 per cent not of the gross but even of the net?

d.—0One will have to engage oneself in an investigation like this for a.
month or s0 in particular areas recently settled.

Q- —Can you quote at least one instance to justify your general statement?

4.~ think T can make that general statement. In Bombay and Madras it
is the non-official pablic opinion that calemlation of net assets there is entirely
untrue to the economic facts.

@ —Granting that we can have a difference in opinion as to what are the
net assets, have yon ever worked out the proportion of the land revenue to the-
sale value of the land?

4.—I did it in many cases from different districts and provinces. I have
visited almost every part of India down to the Cape. I ﬁg.vo been in the
Punjab for many years.
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Q.—Let us tske the Punjab where Mr. Calvert has worked out the exact
figares from the administration of the Court of Warde estates where you have
to account for every pie.

4.—If you have seen the intensive regional inquiry of Professor Bhella in
Hoshiarpnr vou will find quile a different tale there.

@.—May T take it that yon dispute those figures? »
a.—No.

O.—Those particular aveas are getting off with 5 per cent. of the gross and
these are Lased upon the actual figures of the administration of Court of Wards
in estates in which every penny of income and expenditure has to be accounted .
for.

A4.—'Vhe whole difference has arisen as to what you call net produce and
what you call gross produce in those areas?

().—Even in these figures which you got from the peasants themselves |
thought there might Le cverestimates or underestimates, There cannot be any
question as to what the gross produce is. Sir James Wilson estimated that the
land revenne equals about 6 per cent 'of the average ~value

A.—That might perhxps have been a hypothesis, and it cannot have been
based on actunal estimates. My point is thot the Tahsildar or the Manager
in charge of the Court of Wards does not sell any produce. The Court of’
Wards administers estates and it has nothing to do with the purchase or sale
of crops, and I do mot think that the figure given bv Bir James Wilson was
based on actual returns. The Conrt of Wards is not like s landlord, and parti-
cularly in Bengal and the United Provinces the Court of Wards does not deal
with the land directly.

J—Naw, have you exammed any returns of the Co-operative Departments
as to the causes of indebteduess? What percentage of indebiedness is incurred
in order to pay land revenue?

. d.—I don't think we can estimate that, because we have not adequate
infermation.

@.—Then you guote from Sir James Wilson regarding the system of assessing
the land revenue. What is the system of assessing the value?

4.—The quotation is from Sir James Wilson, and I thipk it was taken from
one of the Adiminstration Reports of {he Punjab. I shall give the reference later-
on to the Committee.

@.—At page 111 of your leaflet you say that ‘“‘according to the latest Govern-
ment, estimate we require a minimum of one-fifth ton of food grain per head
per annum including wastage and seed.” How do you arrive at that estimate?

_4.—It was teken from one of the Reports of the India Food Stoffs Com-
missioner who was aproint.ed during the war when we had control over the
export of wheat. Shall I tell you how I arrived at the rest of the estimate?
My calculation is very simple. T took the (Government estimate of 1/5th ton
af food grain per head, and I multiplied 318 by one-fifth. The figures are
mostly the result of guess work, and the question is whose guess work is the
right one. I shall stand by my guess. '

Dr. Hyder. Q.—You quote from a firman of the Emperor Auran
implies that there is an inequitable distribation of agricl:alture and %ﬁe:: t}II:
conniry exports 4 to 5 million tons every year, If there is nothing to export,
bkow is a.n)lrtniug at all exported from. the country, and secondly, iow does it
lead to an inequitable distribution of matiomal agricultnre? What is it you mean?

AI.—We exghgngf_flood flor imports.h If we had an enormons agricultural
surplos or an industrial surplus, we might have well endured this f rtag
by getting the necessaries from Barma or Australia. s food shortage

The Preaident. Q.—Then you refer to the palmy days of Moghnul inistra-
tion, and both the quotations refer to the same perioyd! ve ghol sdministra

4.—-Yes. My whole point is that we had then an elastic system.
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The President then read a passage from Morelend’s History and asked the
witness to say if that passage also referred to the palmy days.

A.—1 still contend that in those days the system was far more elasiic than
now.

V.—Coming to the iucrease of land revenue which you say has taken place.
have yon compared the inciease to the increase in prices?

4.~—~The proportion of the increase would be available from the table on
page 113.

@—I don’t quite follow the tables. You have utilised index numbers of
agricultural incomes. They do not apply to the years agzinst which you set them.

4 —The figures for the particular years are nnt available, and that is why,
as I have shown in the foot-note. 1 have used K. L. Dutta’s figures.

Q.—What do yon mean by index nomber of agrienltural income per head? Do
von mean the index number of prices?

A —This is the result of Dutta’s calcalation  the cost of livig and the
increase of prices. Tt is an index wumber of the agricultural income taking
into account the harvest prices and cost of living. {Reads.) '* The quantity
of eurplus food-grains and the enmtire production of the other crops for the
several quinquennia have heen weighted according to the index numbers of the
average wholesale prices of the different classes of commodities and also the
relative prices during the basic pericd. Index numbers have then been constructed
of these totals as indicative of the t-tal income of the agriculturists.”

Sir Percy Thompon, Q. —Takiug your figures, the income has gone up from
100 to 160. i.e., by 60 per cent whereas the land reverue has not increased in
anything like the same preportion.

A.—Not in the case of the United Provinces. But in Madras it is different.

(After discussion it was found out that “* 51" in {he printed note was a
misprint for 511" on page 113 of the note under heading “‘Bombay Land
Revenune for 1913-14 *’, and that the figures 0-9-5 were a misprint for 1.8-5 under
heading ‘‘ Increase of incidence of Jand revenue per head of population, Madras,””
on page 114).

Dr Paranjpye. @Q.—Take the Bombay figure of increase of incidence of land
rovenue. I do not think vou are correct in saving that the land revenue has
more than doubled itself in Bombay during these: L7 years,

A.—The figures are quite all right. They are from the Statisiical Abstracts.

Q. —Probably the mistake you made is you took the fignres in the Bombay
Budget for 1901. There was a divided head prohably in that vear or probably the
apportionment of revenue was different, because the total revenue has uot doubled
itself at all whether it went to Provincial or 1mperial Government dering these
17 years in Bombay. Wheve did you get the figures for 1900-01 from?

4.—1 got them from Mr. Gokhale’s speeches when he spoke against the
Military Pudget in the early nineties.

Dr. Paranjpye.—Unless there was a great amount of arrears recovered in
that year, you will probably find the figure wrong.

The Makarajadhirajn Bahadur of Burdwen. Q.—In your idea of the taxation
of agricultural income, 1 understand you said at the beginning in reply to questions
that you want to do away with the present Iand vevenne svstem ab once, that
¥ou want to exempt umeconamic 'ands from any taxation and that you want to
have an assessable income from the agricultural profits, ’

A~—~Yes.

The President. Q.—--To treat it exactly like income-tax?

d.—Yas.
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SUMMARY.
1. Imperial and Provincial Relations.

1. Inerme Tax. :
(a) Some exceptions savour of injustice, These shonld be re-considered.
(5) Machinery of assessment should be improved by democratization.

(¢) The differential principle should be extended.

AN.  New Taxation.
{1} Tobacco tax.
(2} Powder monopoly.
(3) (a) Property tax on Realty and Pearsonalty.
(6} Land valuation tax.
- {4) Tax on religious societies.
(5) License tax ou establishments and laxury articles.
{6} (a) Income-tax om agricultural incomes.
{6} Estate tax or Death duties.
(7) Cotton Excise to be abolished.
(B) Octroi to he abolished.
(8) Entertainment tax and Betting tax to be impoeed.
(10) (a) Tes and Coffes excise.
(6) Export duty on rubber and coffee.

tmperial and Pravincial Relations.

The constitetional provisions and the striking similarity between the finan-
cial systems of Switzerland and the U. 8. A, can be a guide to us for recon-
structing omr imperial, central or federal finances. One priuciple stands oot
prominently in both the countries. Indirect taxes have been reserved for the
use of the Federal Government, and direct taxes have been retained for the
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use of the member States. Under the stress of present conditions, it is doubt-
ful if they can continne such a simpie and highly commendable distinction.

It is desizable that in India we should stick to this principle. In sc doing
a constitutional change will have to be made. Land Revenue shall become an
Imperial source and Income-tax will be transferred to the Provinces. This
change will obviate the necessity of levying contributions from Provincial gov-
ornments. The resources of the Central and Provincial Governments will be
separate and both shall be free to develop them according to their necessities.

Imperial and Provincial Relations.
In the year 102021 ihe Revenus Heads and their incomes wers :—

Provinces, Lakhs of Indian Govt. Lakhs of

. Rupees. Rupees.
Land Revenue R . 31,97 Income-tax . . 2219

20,44
Excise . . . 1¢,96 Customa . . . 3L90
Stamps S . 541 Opinm . . « 353
Forests . . . 1,12 falt . . . 856
Registration , . . 6 Tributes . . . 91
Provincial Rates . .

Total . 8996 ) Total . 65,29

Transfer FLand Revenue to the Imperial and Income-tax to the Provincial
Sovernment. The result is:—

The Provincial Governments will loss 978 lakhs of rupees and the
Central will gain that amount.

The total comtribution demanded for ‘192223 was approximatelg the sams,
viz., 983 lakbs of rupees. Here I point out a clear and comprehensive prin-
ciple of the demarcation of provincial and central finance, and I believe that
for a long time to come the financial policy in India can strictly be based on
this broad principle.

Both Governments can freely enhance their revenues by new taxation on
the lines suggested in this memorandum.

These are summed up here :—
New sources oF Revenux.

Indian Government,
(1) Tobaceo tax.
(2) Powder monopoly.
{3) Estate duties. ’
{4) Customs : Possibilities of taxing rubber, cofiee and levying excise on:
tes and coffee for home consamption,
Provincial Government.
(1) Reforms in income taxation.
() Land values,
(3) Real and Personal Property fax.
{4) Licenses,
{5) Educational Poll tax, Co

IncoMe-TAx. |,

A) Exemptions under the L_l' and Rulings.

(1) Exemption of incomes from agricultural lands or houses.
. (2) The exemptions of incomes derivéd from property devotsd to religious
e public charitable puarposes. : ¥ -
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(3) The exemption of incomes of military officers and other statntory exemp-
‘ions such as exemptions of premia paid in life insurance of self, wife aud child-
ren, not exceeding I/6th of the income.

(4) Allowances and casual incomes, sala_ries of Government servat_ltsf on leave
in England, pensions, allowances, gratnities paid to Englishmen in England,
salaries of the India Office staff. The servants of the Railway Companies
enjoy toe same privileges of exemption while they are in England.

(5) Any capital paid in commutation of the whole or portion of a pension.

(6) The profits of companies registered in England from the sale of tea
purchased in India. The same is the case of coffea and rubber companies. )

(T Sterling debt of India issued in England, though charged con Indiar
Tevenue, iz exempt.

(8} Legacies.

There are many other exemptions hut here only those have been enumer-
ated which are objectionable and which shonld pot be exempted. The exemp-
tions under items 3, 4, 5, 6, 7 cpeate heart-burnines among Tndians, because
the whole system is partial to foreigners and uwnjust to Tndian tax-payers.
The sting of injustica can be wisely removed by placing India on the basis of
the Dominion Covernments and of the Trish Free State. The same rules can
with ease be employed here. In this way. Tndia will not be deprived of her
just share in the incomes of the Englishmen employed here, nor will there be
any injastice done to these tax-payers by double taxation in India and England.

Foreign corporations, companies or associationa organized or domiciled out of
India, but doing business therein, should be licensed and taxed by a mode
different from that provided for home eorporations. Buch mode shall be equal
and uniform fer all corporations transacting the same kind of business.

The same applies to all foreign banka.

They shall pay & license tax to the Provincial Government. The like tax
to the Municipality. !

In addition, they shall pay the income-tax according to the general rules.

I am not making this distinction between nationals and foreigners, Many
member Btates of the American Federation are levying such special taxes.

This will partly discourage the inflow of capital in this rountry, bat in
their own countries American and English moneyed-men are subject to far
heavier taxes and therefore there will still be a larger margin of profit left to
them.

(B} Machinery of Assassment.

There is much laxity in collecting the tax at the soorce from the employees
of tea factories, jute mills and other companies and private institutions, ’

The interest on securities held by educatiomal, religious or puoblic charitable
institotions i free. Kducational instilutions may have their exemption, but
others don’t deserve it. ({See p. 135).

,Prdfesaionaf incomes are highly under-assessed. IDoctors, Rakims, munshis,
solicitors, merchants, traders, money-lenders are inadequately taxed.

The assessment machinery is inadequate. The Sialkot system is open to
many cbjections. The panchayat system is the best, but this too is highly
instrumental in under-rating the income.

In each district there should he a beard of income-tax commissioners, one-
third to be appointed by the authorities and two-thirds by the tax-payers.

Appeals from the decision of the Board should lie with the Income-tax
tribunal established in each district. Like the administrative courts of the
European countries, these tribunals, being excInsively devoted to revenme
matters, will develop their own rules and regulutions and detailed knowledge.
The tribural jodges should be free from the control of the executive to imspire
confidence among the people.

Both these institutions will then commaud the confidence of the people.
Tbongh. the machinery will be expensive, it will bring in more revenue, I
strongly recommend some such type of popular rhachinery of assessment and

appeal for all the main sources of direct taxation and even land I
shall be free of all cost. ¥ nd reveoue, Apreals

YOL. I K 2
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(C) The Principles 0" D rential Incyme-tax.

The English Finance Act of 1920 has been followed in India. The recogmi-
tion of the three principles should be extended. .
{a) Differences between earned incomes and investment incomes. The
former should be taxed at a less rate. The difference of one pie
is too Jow. (Bee Australian rates below.)

(b) The tax should Rave more regard to family responsibilities, just as .
in England now,

(¢} It should be more highly graduated beyond a certain income.

Further differences should be recognized :—

(d) The tax should differentiate between temporary and permanent in-
comes. Employees of Joint Stock Companies and private institutions
are not financiatly on the same footing as the Government servants.
These have hizh salaries, regular promotions, allowances, railway
passes and pensions., Nome of, these advantages are enjoyed by
private employees. These ought to be taxed at s lower rate up to
grade I,

(¢} Incomes from permanent Investments shonuld not have exemption of
Rs. 2,000. The exemption should not exceed Rs. 500.

The exemption of a certain minimum and the levy of an equal tax upon
exertion and temporsry incomes and property incomes make the income-tax
highty unjust in its operation,

In Jndia all incomes below Rs. 2,000 aroc exempt from the income-tax.
If it is an income from property, it means an exemption of property to the
capital value of Rs. 40.000 from taxation, for at present 5 per cent. is the
average profit of monev, House property does not give even this much in-
terest in many towns. Bearcely 3 per cent. is obtained from investment in
houses, land and even money, In such a case an exemption of Rs. 2,000 would
represent an accuomulation of a citizen invested in banks or houses of Rs. 67,000.
It shows how about 99 per cent. of the property owners escape payment from
this form of taxation.

Suppose A leaves Hs. 50,000 cash in the Imperial Bank for his family. His
successor toes not pay any death duties, succession, inkeritance, legacy, probate
duties, He becomes the owner of the large amount withowt paying a single
ruvee to sociely. He decides to live upon the interest and thus be a perfect
parasite in the nation. He receives 3"1‘:}?)000 equal to Ra, 1,500 annual
interest and leads his whole life in idleness without being charged s single pie
under the Income-Tax and any other direct tax whatscever. Sunpose he has
urban property from whose rent he receives Rs. 1,500, He is still free from
all kinds of direct taxes,

But an insurance agent or s bank employee who lives from hand to’
mouth with his Rs, 200 per month’s precarions income and who has nothing te
fall back upon and who lives in a hired house, pays about Rs. 63 per annum
ag income-iax.

These are cases of sheer injustice. The exemplion should be vary low in
the case of investment incomes.

The States of the Commonwealth of Australia have ohserved this great
principle in a commendable manner. The following table will present the rates
fixed in the first decade of this century :—

Ftate, Tax on Exertion Income. Taz on Property Income.
Victoria . . 2d.in the £ np to L£E00 + 6d.in the € np to €500,
Queensland . . Different rates . . + Doable rates all through,
South Australis ., 4)d.inthe £ . 94, in the £;
Tasnmnmia . . 6d.inthe £ . . . 12d.inthe £,

In short. permanent imcome is taxed at double the rates of the ordinary
exertion income.* ’

. *Progressive Taxation, by Seligman, pp. 94—100.
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Tohatto Tax.

Articles of luxory, voluntary consumption or morally reprehensible eom-
modities have been unanimously regarded as fit objects of monopoly for the
benefit of the State. It may control the manufacture and sale or only manu-
facture or only sale of thess commodities. On this groand the liguor and opium
monopolies of the Indian Government can be adequately defended. The prio-
ciple should extend to the control of tobacco.

{a) In Italy the tobacco monopoly yields a very high amount of revenne.
It is not less than the taxes derived from real property.

(b} Prossia imposes a tax on the lands devoted to the cultare of tobacco.

{e} The French monopely is the most lucrative of all, .

(d) Great Britain has interdicted the domestie cultivation of tobacco
and imposed heavy import duties on it. :

{¢) In Russia and the U. 8. A, a tax- is imposed open its manafacture.
Iliut this requires a close supervision and increases the cost of col-
ection.

() In S8witzerland, too, a icbacco monopoly was proposed in 1899, the
profits were to be spent for werking men’s insurance. During the
war this monopoly was again proposed, whereby it was hoped to
realize twenty millions of francs a year. But the idea of mono-
poly has again been relinquished in favour of heavy tobacco taxes.

In India Gavernment monopoly of tobacco -prodoction is almost impossible.
Heavy taxation alone can he resorted to and cught to be intreduced as tobacco
is a harmful article and is universally msed as a fashionable wvwe or luxury.
Every countrv meniioned above is realizing a large revenue from the consamp-
tion of tobacco. so we too can derive an apprecrable amount. The estimate
can be made as follows :—

Land and Sea frade in Tobacco 1w 19:0-21,

. Rs. . Ra.
Export . . . 1927,000 Import . . . 22,80,000
- ... 7492000 " . . . 7,8591000
Total . 94,609,000 Total . ,18,51,000

Duty on imported tobacco is Re. 1 per Ib. unmanufactured, 75 per cent,
ad velorem on cigars and cigarettes and on manufactured tobacco it is Rs. 2-4-.
The Customs revenue from tobacco-amounted to Rs. 1.31.25595 in 1870-21. The
total domestic production is estimated to be 1 000 millicn Ths. By laying an excise
duty of annas 2 per seer of tobacca or 30 per cent. of its price rs soon as it leaves
the field and realised from the peasant, we can get Rs. 6% crores. The dwindling
revenue from liquor excise can be more than made np from this tax.

The case for tobacco excise is strong on economical grounds. It is an easily
realizable and highly productive source of revenue. :

The object is not revenue only, but the deliberate discouragement of the
use of tobacco.

Withcut the excise an unuswal profit is being appropriated by tobacco
growers, merchants and retailers. .

it shounld be rememhered that—

{2) The m.:ior part of tobacco corsumed in India is produced in the
conntry itself.

{b) The import tax is levied only oo a very small portion of the con-
sumed quantity.

(¢) The imported and home produced kinds are sold as similar goods in
the same market on almost the same prices.

{d) The imported pays 75 per cent. ad walorem duty bnt the home produced
pays no duties. The consequent rise in price must be pocketed now by
producers, manufacturers and retailers. They have no claim to it.

(e} An excise {o countervail the duty shonld be levied.

(/} Let the excise duty be small. but such a duty is fully justifiable on
moral and economic grounds.
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Powder Monopoly.

Powder 1s another article of lﬁ'xury used for fire works and game shooting
which are in demand by the bourgeois and wealthy classes,

Powder monopoly in sale can be traced to the time of Shah Jahan. It wae
prevalent in Bengal during the first half of the 1Bth century. It was sought
after by the Dutch, but was obtained from the Nawab by the English after the
battle of Plassey. Thus even the Moslem kings have tried the samp. (Author's -
“Commercial relations between India and England’.)

Modern conditions require a change. Tnstead of a sale monopely there should
now be the manufacture monopoly «nd the sale of powder should be free. It
will mean the nationalisation-of powder production like the manufacture of

_ spirits and ligquors here. :

Estimates of production and net profits accrning from it should be calcnlated
by the Finance Department. -

Property Tax.

Lands, houses, buildings and other hereditaments whether inhabited or not
should be taxed on a graduated scale on their marketable value. A tax equal
to that on the bujlding or on a more or less basis should be levied on the per-
sonal property supposed to be contained in the house. The latter should be
taken from the occupier of a house and the former from the owners of the house
and land. In towns an occupier of a house if he is himself the owner will have
to pay land-tax house-tax and personal property tax. All business houses
and their properties should be faxed on a separate basis. The following onght
to be the exemptions :—

New Railways for - . . . . . . 10 years.
Native Steam-ship Cos. . . . . . . . -
Hydraulic power Cos. . . . . . . . "
Irrigntion Cos. . . . . . . . . .
Friendly Societies , . . - . . . »
Brilding Sedieties . . . . . . . ”
Co-operative Banks . . . .. . . »
Insu.ance Cos. . . . . . . . - »

Every inhabited houss of a certain mirimuom price is to be exempled, the
exemption to varv in different provinces. If lends, houses, as well as trade
premises wiill be taxed on the basis ot their marketable varue the increase in
their value due to social causes which iz generally free now can be taxed.
Unearned incomes will pay higher share to the Goverbment, Rents are not so
sure a barometer as market prices of the various causes which enhance the
value of property. Peace, security, increase of wealth and population, opening
ap of the railways and highways, better sanitation, opening of markets, estab-
lishment of a new colony, opening up of a cansl may be named as the causes
of the rise in the prices of real property. Reunts always lag behind. Market
prices are a sensitive barometer of all this unearned increment. In this way
alone we can tax land values and hetterments. Property in many towns and
eicios has increased fifteen-fold in valne du-ing the last fifty years. This im-
mense increase is in no way related to the economic activities of the owners.
The claims of Government to socially produced wealth are universally recog-
nized. It is not a socialistic scheme. Property in various forms is’taxed in
Engiand, America, Bwitzerland. etc. In this we will have an elastic source of
revenue. Pricas are one of the great causes to enhance the expenditure of
Governments. The rise in prices will be reflected in land values and in prices
of personal and real property. This, in turn, will pay more revenue to the
State. Such an automatically increasing, so elastic and economically the best
sogrce of revenue should be rlaced in the powers of Provincial Governments.

Bome will object to thia tax becauss it iz direct. But all civilised countries
are mow going in for direct taxation. In 1841, indirect taxes supplied over T
per cent. of revenue in England, in 1900, 50 per cent. but in 1919, 25 per cent.
Tha proportion of direct and indirect taxes were reversed hetween 1841 and
1919. Now the rule of taxat’on is that taxes shoold not only be fixed, cer-
tain and convenient; fhey skould be Eknown.



185

While the old rule was ‘No taxation without representation,’ now the mew
rale thal is gaining ground is that there should be mo representation withoub
taxation. As representation has been made universal by the grant of universal
sufirage_ taxes should be to levied as to be di.ectly felt by each and every
voter. Representation without taxation is not only demoralising, bat is alti-
mately roinous to the Statsa. There should be no class exempt frcm taxea,
much Jess the modern democracy. The representatives of the people who be-
lieve themselves to be privileged as free from taxation take delight in taxing the
propertied classes alone. Thus taxation becomes confiscation. This craze for
super-tax, excess profits-tax, capital levy, progressive taxation of several
kinds imposes aver-increasing burden wpon the rich. Thae demoa pays mo tax
but on account of the political power it taxes capital, industry and extraordi-
nary talent. This rage for exploitation will be much redu by a nniversal
direct tax like the proposed property tax.

Land in the U. 8. A. is taxable at ils selling value, and if land rises in
value as population increases, the land-owner must still bear his proportion of
the local burdens, even though the land remains vacant or is used for agricul-
tural purposes,

Land which specially increases in valoe by reason of local expenditure or
any special cause is subject to special assesements. We can follow the same
method in India.

To conclade—

The advantages of a tax on urban lands, honses, commercial and industrial
buildings are too numerocus to mention :—

(1) This tax is clear, almost impossible of ovasion.

(2) It is easy in administration and well-fitted to yield a revemue for local
purposes.

(3) It is certain to yield a large revenme.

{(4) It is easily ascertzinable and Do inquisition and no inguiry into private
matiers is required.

{5) As personal property is intangible and it must elnde aven the most in-
quisitorial methods, it is desirable to tax it on a suppositional basis that it
is half, quarter or equal to the value of the house.

In this way both real and personal property will yield a very large amount
of revenne for local and provincial development.

Charitable Institutions.

(1} In France religions societies are taxed 5 per cent, on the income of
their capital.

{2) In ancient India even ascetics had to pay 1/5th of the grain and fruit
collaction or seed gleanings in exchange for the protection that they obtained
from the State. N

{3) The Artha Shastra of Kautilya speaks of revenne from temples as ome

source of local taxation. There came a time when charitable institationa were
-exempted from taxes, but the case is no longer the same now.

(a) There should be an exemption in case of institutions and temple whose
annual income does not exceed Rs. 600.

(¥) Al others must pay a graduated income-tax and property taz.

{c) The present incumbents of many temples, mosques, and institutions are
uneducated Mahants and Manlvis who are pampered on the fat of
the land. They are, with honourable exzceptions, parasites. While
officient management of such properties ought to be done by the
public, progressive taxation onght to be levied upon suchk estates.

Establisthment Licensos.,

The Btate shall graduate the amount of snch tax to be collected from persons
pursuing the several trades, professions, vocations and callings, especiaily dis-
tillers of alcohol or other liguors, tobaceo, cigars, betel leaf vendors, grocers,
motor companies, private medical practitioners, in nativa and English systems,
dentists, watch-makers, pawnbrokers, anctioneers, refreshment houses, tea and
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coffes shops, dealers in fire-works, slaughter-houses, village shop-keepers, money-
lenders, vendors and hawkers, bookmakers in races, mannfaclurers of aerated
waters, cinema companies, theairical companies, money-changers, goldsmiths,
printing presses.

Licence tazes were levied in India from 1880 to 1885 and the ve Wway
to the income-tax. Some of the establishments proposed by me faﬁ E:low the-
income-tax level. These make extraordinary profits from luxuries or the exireme
necessities of the people, They hide their true incomes and even when they
enjoy incomes of taxable amounts, they will pretend not to do so. They ought
to pay for the protection enjoyed by them and for the extraordinary gains
received by them. The amount will differ according to the nature of establish-
;nent and also the locality. For each province uniform rates can be put into
orce. .

Licenses.

Dogs, carriages, servants, guns, swords, race-horses, riding-horses should pay
a licence tax to municipalities or District Boards in whatsoever jurisdiction they
may be. This tax will fall upon the rich and middle classes for indulging in a
luxvrions way of living. The rates can he uniform ihroughout the country.
They are easy of collection, certain and sufficiently remunerate.

Long ar Short Land Settlements.

There is a tendency to lengthen the period of land settlements in India and
if possible to have perpetual settlements,

Both these demands are oppnsed to economic principles. They are the re-
sult of a deen distrnst in a foreien government hut now that fiscal autonomy is
ecoming into the hands of the Tndian pennle and a larze measure of self-govern-
ment is within sight, it is snicidal to proceed on such uneconoric and reactinnary
lines. The serand reason for the agitation of long or perpetual settlements is to
be traced to the personael of the Councils and of the proprietors of the press.
The Councils are packed with the representative of agrarian interests, landed

aristocracy or the'r allies, the urban bourgenis.

They are unwilline to bear the bardens of the State. We cannot ordinarily
expect them to go against their own vested interests.

The biz estate-holders are the mnsl frrtunate class in escaping from the just
share of State expenses. They are the most lightly taxed people. Most of them-
are free from every direct tax,

There are no taxes, as the following, to be paid by agrarian interests :—

Inheritance Duty.

Probate »
Legacy "
Pervonalty
Realty -
Estate Tax.
Honse »
Land valee ,,
Income »

While in England six shillings in the pound are being paid as the rates, here
less than six per cent. on the rental value is heing paid by the landowners as
cesses. There is no tax of provincial or Imperial character which is borne by
these people enjoying permanent incomes.

A class thus totally exempt from taxation is a menace to the welfare of the
nation.

England and India.

Tn Encland the actoal yield of death duties in lha" year 192223 was
£52,000,000, an average yield of £1.000.000 per week as a levy upon capital.

A few years back. there was a flat duty of 8 per cent., to-day the estate duty
ranges up to 40 per cent., with a further sum of from 1 per cent, to 1¢ per cent.
for legacy duty. Although the estate is generally in the form of lands, mines,
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buildings, shipping, yet a large amount of the estate has to be paid in cask om
the death of the owner. Take the case of the estate of late Sir Ermest Cassel.
His esiawe was estimated at £6,000,000 and the duty to be paid to the Etata was.
£2,400.000. Thus 40 per cent pine charges of legacy duly were paid to the
State. :

‘Thus the State iakes hall the estates, either built-up or inherited by landed
aristocracy and urban plutocracy. For moderate estates, the Estate and Le
duties are less heavy, yot an appreciable amount goes to the treasury in g-
land.

But the Tndian telukdars, zamindars and industrial magnates do not pay
anything at all to the Indian treasury.

These duties are over and above the income-tax and super-tax levied on
all incomes above certain minimums.

The standard rate of income-tax is 4. 6d. in the £, and the super-tax ranges
from 1/6 in the £ to 6+. per £ above £30,000. Thus the wealthy pay 10a. 6d. in
the £ to the State.

This charge is on incomes and when wealth has been amassed and thd rich
man dies, his successor has to part with half the estate to the State.

In India the big landlo~ds deo mot pay a single pie to the State either in the-
shape of incume-tax or super-tax or estate duty or legacy duty. Such an exemp-
tion ig unparalleled in the history of modern finance.

It will be said that land revenue is paid by them. But Land Revenue is
not & tax. Tt is a small part of the rent which land-proprietors receive im
other counfries. In tracts which are permanently settled, the major portion of
the sconomic rent goes to the zamindars. They rarely pay 10 per cent. to the
Btate.

They are merely rent collectors.

The remuneration allotted to ithem was in the beginning 10 per cent. of the-
rent, now they are appropriating 90 per cent. themselves and contributing only
10 per cent. to the Stale.

For the collection of income-tax 5 per cent. is granted by the government.

Even this is considered an extraordinary remuneration. What shall we say of

the 90 per cent. to be pocketed by the rent collectors of the permanently-settled
districts?

Inamdars form another fortunate class who are exempt from taxes. Taluk-
dars of U. P. and zamindars of the Punjab come next as the next fortunate
class. They are not owners but hereditary managers of lands uwnder them. In
the first year of -the Jand settiement the Government might get, say 1/3rd of the
economic rent obtained by these zamindars, but as the years pass on and prices
of land and articles rise, more and more rent is obtained by these zamindars,
but s lesser and lesser share is paid by them to the Government. The soc'ety
loses a share in the growing income just as it has lost its dues in the permanently-
settled tracts.

The 8tate is deprived of the just share of the income which these landlords
receive withont any effort to increase it. The increase is due to social canses,
secarity and prosperity due to the vigilance of the State and not to the rersenal
effort or industry of the landlords. Growth of population, economic develop-
ment of the country by having more railways, canals and roads, the introduc-
tion of new staples, the demand of other countries for our produets, and the rise
in the prices enhance the rental. All this increase iz appropriated by tax-gatherers.

The rent that is paid #Arougk landlords is not paid hv them hut hy the
tenant-cultivators. The former are the servants or agents of the Rtate for
the collection of rents. Hence the income received hy these landlords is 1'ke
all other incomes which the agents of private companies earn. Just as the latter
are guhject to income-tax, so should be the incomes of landlords.

There is one thing more to be considered. Thev have the monomalvy of rol-
lecting rents. As they do not pay a percentage of their growing incomes, hat
a fixed amount to the State. an increasing balance is kept hy them.: They
shonld he subiect to a special tax. Or in other words. the rates of income-tax
should be higher in their case than in that of other schedules. ’

)
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It is evident from the preceding arguments that— .

(1) The landed arisiocracy is contributing a most insignificant contribution
to the State to which they owe their existence, protection, prosperity.

(2) While the urban wealthy class which has ‘earnred’ and ‘precarious’
incomes  aganst the unearned and  permanent  incomes
of the landed aristocracy is subject to a progressive  income-
tax, super-tax and excess profits tax the land-holders are ludicrously
exempl from these. What is more ridiculous and even criminal,
they claim to be permanently exempt from sharing the burden of
the State or to be exempted for fifiy years.

This demand could bave some justification if the rents of the tenants
wera to remain fixed for this peried of fifty years during which the
State is to receive a fixed income. But when landlords are free to
enhance rents, why should the Btate be deprived of its growing
share?

{3) The landed aristocracy do mnot render any Pproductive service to

. society. They like drones live upon the fat of the land
and take or command the services of others. They are the ‘per-
fumed seigneurs’ of Carlyle. “The widow is gathering neitles for
her children’s dinner; a perfumed seigneur, delicately lonnging in
the Oeil de Beenf, hath un alchemy whereby he will extract from
her the third nettle, and call it rent.”” How strange that the
tenants should be left to their tender mercies, and the State, too,
should be under their thumb!

{4) Why of ali the aristocracies of this planet, the landed arisiocracy of
India should be free from the numerous taxes levied upoa them in
every other country?

(5) These exclusive privileges in the modern democratic age spell for the
ruin of the couniry. There is no middle class here to serve as a
buffer between the masses and classes. The evil day of breaking
point can he postponed by bearing adequate burdens for running
the affairs of the State. Otherwise, the scenes of the French Reso-
lution and Russian Bolshevism will be repeated in this land. QGross
inequalities of wealth will Iead to violence and revolution. When
the poorest tenant who can scarcely eke out his existence pays a
tax, while the rich landlord merrily escapes from it, the injustice
of our taxzation system and social economy is indelibly written upon
the minds of the masses.

In this section 1 have been speaking of estate-holders only and not of ordi-
-nary landlords as their incomes are generally below the income-tax exemption
Yimit.

Let us sea the practice in other countries :—

Australia has an inheritance tax graduated both on the basis of relationship -
-snd amocunt of property. It is the highest gradmated inheritance tax in the
world.

Then Australia has another highly progressive tax om property.

In addition to the progressive inheritance tax and progressive land tax, we
also find progressive income-taxes there.

The system of progressive land tax for restricting large estates in land has
been introduced in Ok/ohama. This tax is supplementary to the ordinary real
estate tax, but is levied only on land exclusive of improvements thereon.

Canade too has a highly progressive inheritance tax.

Mexico has a progressive inheritance tax, and Japan hag both, income and in-
heritance taxes on the progressive principle. ’

In Holland there are progressive income and property taxes coupled with
local income-tax.

Switzerland supplies the most succeasful illustrations of progressive taxation
*of incomes, property and inheritance.
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Austria too furnishes instructive examples of progressive income and imheri-
tance taxes.

The (ferman income-tax, inheritance tax and the unearned increment taxes
cah be a useful stnay,

In Deamark there was a progressive income-tax with a supplementary
property tax.

in Norway we find hoth a progressive imcome-tax and a progressive inheri.

tance tax. Thers iz a svmplementary property tax and there are also local in-
come-taxes. '

France has progressive inheritance tax graduated according to relationship
and smount of inheritance.

There is a progressive occupsucy tax, and a graduated business tax or impot
des patents. .

In italy too both the progressive income-tax and inheritance tax are found.
The position can now be summed up thus :—

{1) Long-term settlements deprive the society of the just share in the
. socially prodoced incomes from lands.

(2) They throw the burden of taxation upon non-agricultural classes.

(3) Men of independent incomes or perpetual flow of wealth without any
work, effort or anxiety, diminish the labour or productive supply
of the nation and thus they reduce its wealth.

{4) The ohjects of taxation in these democratic dsys are not only the
receipt of revenue, buf to reduce inequalities in the distribution of
wealth, to divert wealth from private ownership to Slate-ownership
and to reduce parasitism. Hence rent elements of all incomes are
demanded by the State. Taxes are laid upon surpluses and the
oxira rich are subjected to extra levies.

L]
Hence from avery consideration, economic, moral, social and political, the big
estate-holders should be subjected to various taxes and not allowed freedom
from levies by long-term and perpetual settlements.

The short-term settlements will not be injurious to agricultural interests nqg,
becanse—

(1} prospective increase bas been excloded from consideration;

(2) allowances ara for improvements made by the cultivators or land-
lords, for precariousness of cumltivation, and for local circumstances;

I (3) the process of re-settlement iz now far less disturbing and more rapid

than before; the cadastral survey has very much systematized and
facilitated the work;

4) there is the progressive and graduated imposition of large enhance-
ments ; i

{5) there is now greater elasticity observed in the revenue collection;
{6) in cases of local deterioration reduction of assessments is now allowed.

Even if 30 years' settlements are to be kept, the fixity of Government share
should mean fixily of rents to be taken from tenants. The whole advantage for

30 years shounld not he reaped by land-owners, but it should at t be divi
‘between both the cultivator and the owner. most be divided

War Expend itvrs and Landicrds.

Before I close this section, T shoud like to point out the burden of taxation
borne by classes other than agricultural. Tn all rountries, taxes have multiplied
and increasel by rapid strides. All classes of the nation have borne the share of
war expenditure. In India too the sections of the porulation emvloyed in non-
agricultura] purswits have horne almost the whole iacrease, but the agricaltoral

classes and especially the big landlords have contributed nothing for the in-
«reased expenditure of the Btate.
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Land revenue has remained almost the same. Income-tax, excise and cus--
toms had enormous increase as shown below :(—

[Lakhs of Rupees.]

|
Year. ‘ Land revennoe., Income-tax. Excise. Customs.
181112 - 21,14 249 11,41 9,70
1950-21 . 31,97 22,19 20,43 31,89
]
i

Although income-tax las been decupled and thus non-agricultural classes
have come to pay ten times more than they paid nine years back, no burdens
have been imposed uwpon the agricultural lords. Rents were doubled and trebled,
prices were doubled ard trebled, land values had abnormal rise, house rents were
on the increase, yet not a single pie of this vast income was paid by the land-
lords even during the years of financial stress and national emergency. I such
is the condition during War times, what shall be the resnlt during years of
peace?

The exemption of landlords from income-tax, tax on land values, estate daties
is now totally unjust and indefensible from political, economic and moral stand.
points,

In the Indian taxation system the fundamenial maxims of taxation have
not been adopted. It is desirable that special heed should be paid to the canoms
now universally recognized and applied in all civilized countries.

*“These principles of Econoemy and Equity are in general hetter observed
through Direct than through Indirect tazation; throogh Graduated than through
Proportional %cales; through taxes on Rent-forms of income than through taxes
on Salary-forms; through higher rates on *“‘Unearned” than on *Earned” in-
comes; through higher rates on wealth inherited than on weslth achieved’
Dr. R. Jones’ *“Taxation: Yesterday and To-morrow.”

@ Educational Poll-tnz.—An annual poll-tax of one rupee should be levied
on every male inhabitant in the villages between the ages of 21 and 50 years
for the maintenance of the public schools started and maintained there.

Entertainment Tax ond Betting Tox should also be considered.

Octrot,.—Octrol forms an important item of municipal! income, but it is onen
to many- objections. Tt tends to increase the cost of living, is cumbersome
and costly. It is hated by citizens for its vexatious and inquisitorial charac- .
ter. A chain of low-paid officials in each area means a high cost of collection.
(This rost shonld be ascertained in the municipalities of various sizes.) The
rich escane from the tax altogether, it mainly falls on the poor for the goods
personally brought by them. Tt should be replaced by the inhabited house duty
and taxes on companies enjoying municipal concessions and municipal trading.

Cotton excise duty should be abolished. Of course, new that the import
doty is more than three times the excise and is likelv to be raised still more in
the near future, the evcise duty should not be much objected to. Tt will be said
that the consumer will in no way profit by the repeal of the duty. The money
shall go into the pockets of the factory owners and merchants. The prices of
the home-oroduced cloth must go higher and hicher in sympathy with the rising
prices of imnorted cloth. You eannot have ultimately two prices for the same
cloth in the same market. The Tndian millowners have eot an advantage
now bv the imposition of the higher imnort duties and will he ahle to com-
pete with the Japanese. American and English cloths. -The abolition of the
dnty will serve to swell their profits. '

I admit the truth of these arguments. We have embarked on the
system of protecting home industries. The ecotton industry is crving for more
and more protection for the production of fine quality cloths. Fecondly, when
thers is no excise levied npon the other manufactures, say, leather, iron, steel,
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per, etc., why shonld we pick out cloth alone for a _couutemiling axcise duty?
{“l‘lirdly, the duty of 3} per cent. is & means to discourage cloth production.
For these and many other reasons, it should be done away with.

Mot Export and Excise Duties.

1 have no data in my hands to work out ihe whole scheme, but the question
should be investigated. I give the bare outline here.

Exports of Principal Commodities in 1920-21.

Coffee . . . . . . . . 239,450 owta,
Rubber . . . . . . . . 14,014072 lbe.
{ 285,761,849 ,,

8,571,559

Ten . . . P

The export of rubber shows remarkable growth as under :—

1911-12 . . . . . . . 1,002,512 1ba,
1916-17 . . - . . . . 7.61,:.07 ,,
1920-21 . . . . . . . 14,004,572

Is it not possible to levy an export duty on rubber and coffee?

Tea and cofiee are heavily taxed in other countries, they are produced in
4his country. Can we mot impose an excise duty and levy it from the owners
«of the plantations?

Dr. Baikrishna gave oral evidanes as Dllows : -

The President. Q.—You are Doctor of Philosophy, London, and Fellow of
‘the Roval Statistical Society and of numerous other Associations?

A —~Yes.
Q.—And you are now Principal of the Rajaram College, Kolkapur?
A.—Yes.

Q.—Yon have certain snggestions to make to us on the subject of new sources
of income and the allocation of financial resources?

A4.—Yes.

Q.—I need hardly point omt that we bave no concern with additional scurces
-of revenue except to replace other taxes that may be found unsuitable.

A.—1I have suggested that two of them are to be abolished.
Q. —May I ask you, in the first place, which taxes you wish to reduce?

A.—The cotton excise and, so far as local taxation is concerned, the octroi.
80 far as the liquor problem is coucermed, it will depend upen the people. Of
course, under self-government it means more taxation raiher than reduced
taxation. The Government is likely to suffer on account of the reduced con-
sumption of *liquor.

@ —You anticipate a reduction in the exciza revenue?

A.—Yes, I do; and therefore we require some other new sources to replace
this income. Of course, 1 did not know in the very beginning that po new
taxes were to be suggested. Therefore I bave laid my stress upon the various
forms of taxation which are available to us in India, Some of them may be
adopted when the time is rine. I do mot mean to say that all of them are to be
adopted at once. It will all depend upon the necessities of the Btate. So far
as provinces are concerned, I suggest several items which may be developed and
I have also suggested some other items which relate to the Imperial Government.
I have alsa indicaled in mv memorandum that the principle of bifurcation of
‘the provincial and the central finances should be based npon some well known
principles. It should unot be haphazard. .
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Q—Do you consider ths present distribution haphazard?

A.—There is no systemt underlying it. I think that the system adopted by
8witzerland and the U. 8. A. in the bifurcation of their State and Centrak
finances should be adopted here, i.e., direct taxation should go to the former
and the indirect taxation should go to the Federal State. This system has not
been followed in India so far.

Sir Percy TAompson. @.—What about the income-tax in the United States of
America?

4.—Several States have got income-tax., It is only since the war, if I
remember aright, that the Federation has adopted income-tax,

¢-—The war has made a very great difference?

4.—Before the war, 5o far as norma! demands were concerned, this principle-
was followed. Similarly, the same principle wa followed in Switzerland, At the
present moment we are not considering abnormal demands but normal demands,
and io such a case we ought not to break away from a principle which has
proved to be successful for so many generations in Switzerland. In India, too
we should follow the same principle.

The President. Q.—Do you think it probable that either in the United States
or in Switzerland there will ever be a reversion to the pre-war conditions?

4.—It all depends upon the financial condition of the country. I have
written in my memorandum that it is doubtful whether they can adhere to
that principle even now.

@.—Have you not also referred us t¢ a recent writer who points oui what a
large transference is taking place in all advanced countries from indirect to.
direct taxation?

A.,—1f the trend of public opinion is towards levying direct taxation, it will
mean that it will go to the member States, that 1s to say, to the provinces
and it is a well konown fact that the expenses of the Local Governments are
increasing more than those of the Federal Government because of the develop-
ment that is going on there. In India, too, the demand for money comes from
the provinces and not from the Federal Government.

@-—The general tendency is that the taxation should be far more direct
than indirect. Does not that apply to the Federal as well as to the Siate
taxation?

4.—In my opinion wherever there is a Federation and member States, we
should adhere to the principle that federal finances should be recouped only by
indirect tuxation and the member Btates should have the power only over direct
taxation. If abonormal conditions prevail and the Federation cannot confine -itself
te indirect taxation, then it may resort to direct taxation.

@—You are no doubt aware of the history of Amervican finance whep it was
entirely dependent upon the Customs?

A.—Yes.

@-—Is it not rather a difficult and awkward principle to leave the Govern-
ment, which is responsible for Defence and so on, entirely dependent npon the
most flactoating items?

A.—1T think the experience of Switzerland goes side by side with that of
America. In Switzerland the main item of reverue is customs. 1 think more
than 50 per cent of their revenue is being derived from this head.

Dr. Paranjpye. @-—Would not the customs revenue be very greatly affected
during the time of war? ‘ ¢

4.--In such cases all Governments have got to resort to loans and they have
alsg to raise the import duties.

The President. Q.—You are no doubt aware that in the stress of the war
time the Swiss Government found it necessary to amend their constitution so
far as the finances were concerned? (The witness was referred to Section 42
of the SBwiss Constitution.)

4.—The contributions were being paid to the Federal Government even before:
the war. ‘ ;
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Q-—Bnt when the emergency arose that clause of the constitution broke -
down and they had to amend it and imposed a federal direct war tax!

A —Under abnormal conditions you can, of course, change the coustitution.
But there has been no orgakic change. The contributions were being levied
even then, Only more contributions were asked for during the war. Bo far as
India is concerned, I think there are so many sources of indirect taxation which
are open to the Indian iiovernment that it meed not for a long time go in for
any direct taxation. That is my point.

Q.~—Is it desirable that a Government like the Indian Government shonld
have to balance its budget by sudden increases, for instance, in the customs
tarifi ?

A.—I do not think there ought to be heavy increases. It is preferable that
new taxation should be resorted to. There are several other sources, such as,
fchaceo tax, ete.

@.—Yon are proposing that the tobacco tax should be a central tax?

A.~Yes. And there are some other taxes also of which I have given a
sammary on page 129 of my Memorasdum,

¢Q.—May I take it that as regards the division, yon would adhere solely to the
principle of division of sources?

A.—I think it is better to follow ome principle and stick to it. _Tbis is
especially desirable for India because in the mear future sbmormal conditions are
not likely to spring up which will be s0 excessive in their demand that the
principle will break down. With my estate dities and tobacco tax and reform
in land revenue, etc., which I propose te be transferred to the Central Govern-
ment because they are indirect sources, the position of the Central Government
will become so strong that for years to come it will not have any meed to resort
to direct taxation nor wiil its position be weakened in any way.

Q—~Can you tell us of apy federation which has succeeded in conducting its
finances on that principle?

A.—I have already given two examples, namely Switzerland and the United
States of America. You can also now add the German Federation.

¢.—But have they succeeded in working the principle of simple division of
sources? Ian Switzerland, as you have said, they levied comtributions, but that
system broke down!

A.—It broke down only because there is a great deal of State prejudice and
enmity against the Central Government. They do not want that the Centeal
Government should have much encroachment upon the autonomy of the cantons.
Therefore only a few sources of revenue were given over to the Central Govern-
ment and all the residual powers of taxation were kept by the cantons. Here
in India the case is the reverse. The residual powers are with the Central
Government and the delegated powers are with the provinces, whilst in Bwitzer-
land the residual powers are with the cantons and the delegated powers are
with the Federation.

@.—What I was asking was whether you could give us any instance of a
federation which has succeeded?

A~ Take the case of the U. 8. A. No coutribations are being paid by the
States,

@-—1 think I am right in saying that American writers describe their system
of taxation as about the worst system of taxzation in the world.

4.—1t has been in existence for the last 150 years or more. In every taxation
system there will be flaws. There is nothing perfect in this world.

¢ —You are no doubt aware of Professor Seligman’s criticisms.

4.—T have gone through his book and T have also seen his criticisms. Ounz
caze is a very simple one. The case of the U. 8. A. is exactly the same as
that of Switzerland because the powers with the States are residual and the
Federation comes into existence, so to say, after the independent States,

@ —My point Wwas firstly how are you going to get rid of the difficoljy of
contributions and secondly how are you going to get an equitable division
between the States on a basis simply of division of sources.
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4. —We will give them both full latitude te develop their own sources. In
‘the case of India there need not be any disparity between province and province.
‘We can have uniform laws on various taxes. If my division of taxes is accepted,
;you will find that there will be sufficient margin for each and every province to
develop its own resources. The Ceniral Government can also develop its own
-Te30urces.

Q.—Now, we take your own instance. You propose to transfer land revenue
to the Imperial Government and the income-tax to the provinces? :

A.—Yos.

Q.—How would yon get an equitable distribntion of land revenne? May I
take it that the Imperial Government tax should be levied st the same rate in all
“the provinces?

A.—That iz our ideal. But the land tax will depend upon the quality of
the land and we will also have to take into consideration the varying climatic
conditions, It is difficult to say that the tax ought to be levied at the same
rate all over India, But attempts ooght to be made to equalise it as far as is
possible, making allowance for the varying factors.

Dr. Paranjpye. Q.—Do you contemplate the administration of Imperial taxes
"by Imperial agency?

A ~—Yes,

¢.—Do you contemplate also therefore. the administration of land revenue
“throagh Imperial agency?

4. —It would be better, but for the present I think the provinces may be
asked to collect these taxes on behalf of the Imperial Government, They can
‘be paid for deing this work. In this way the expenses will be less.

Sir Percy Thompaen. @.—Do you call Jand revenue a direct or an indirect tax?

A.—T call it an indirect tax because it is out of the remt. It does not fall
on the person but it falls on the thing itself. Tt has its effect npon the prices,
and therefore it will have to be borne by the person consuming the artiele.

. —If it is paid by the land holder, then it shouid be called a personal tax.
Why do you call it an indirect tax?

4.—If you really believe in the theory which has been up to this time npheld
that the State is the owner of the lands, then the so-called land owmer is
not the proprietor of the land. He is oply a manager. In that case the tax
should not be direct. It is only a portton of the rent that we take from
him for the agency that was given to bim. But I may here add Lhat I am not
an advocate of the theory that the State is the unltimate proprietor of all lands.
I do not believe in this theory becamse it has not been sustained by ancient
‘Hindo literature, So far as 1 know the definition of the ® indireet tax’ is thai
it ought to be capable of beinz shifted to some other person. Here, the land
tax is shifted to the consumer.

«  @Q.—Surely that is pot the definition of an ‘ indirect tax'?

A4.—My information is that if the tax can be shifted to another person, it
will be called an indirect tax, If it remains where it is levied, it will be called
3 direct tax.

The Presidemt. (.—You regard the land revenue as no tax at ali?

A.—I am taking my stand on the theory which has been propounded up to
this time. T have here made out the case that I do not believe in that theory.
I have also added that land holders are the managers or the agents of the
State to eollect land revenme. Land revente is. of course, an indirect tax but
it is paid directly.

Q.—One more question regarding the iransfer of land revenne to Imperial
‘Government. How would you divide the income-tax? Take the outstanding
case of Tata's works at Jamshedpur. The income is earned in Jamshedpur but
the income-tax is paid in Bombay.

A4.—~We should have regard more to the place of origin than to the place of
residgnee. ’

¢-—How would you secure that division? There are many income-tax payers
who derive their jncomes from varicus provinces? '
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A.—Ynler-provincial rules will have to be made. In that case the place of
origin will be more dominant than the place of residence.

.Q-—Would it be practicable to frame such rules?

A.—1I think so. Take, for iustance, the inbabitants of Bombay who are doing
business im, say, the Puujab and, similarly, there are the residents of the
Punjab who are doing their business in the Presidency of Bombay, There
sre plenty of such cases. Since thess two provinces are part of the same
country, we can easily come to a compromise by which origin alone should be
the guiding rule in taxing incomes of the residents.

Sir Percy Thompson. (.—May I just follow this discussion on the subject
that origin alone should be the rale? You are no doubt aware that the League of
Nations appointed a Commiltee to go into that question and Prof. Seligmar
and others came to the conclusion that residence should be the test with the
single exception of income derived from land.

A.—I think you will find in the third or the fourth canon of their report
that it is a matter for decision as to which place is more important—tbe place
of oriein or the place of residence. 1 would pursne the example of Tata works
which nas been taken. If their works are sitvated in the Madras Presidency
and the wheole income is having its origin in Madras, then the Madras Govern
ment should have the full share of that income and the Bombay Governmem
should not claim any share for the simpie reason that the Tatas reside in
Bombay. In my opinian the place of residence should not have so nawch claim
as ihe place of origin.

Q.—Take a practical instance. Yon know that Southern Ireland has now
got its own Government and Northern Ireland is stiil connected witl the
U. E. The income-tax is collected for England and Northern lreland, but
Novthern [freland pgels its shave. It has bheen recogrised that the amount
colizcted in Northern Ireland is not the amount which Nerthern Ireland should
have with the result that the National Exchequer has decided to appoint a
committee to find ocut what proportion of the revenue should be allocated to
Northern Ireltnd and have found it an extremely difficult gquestion to solve
and it has not Leen solved so far. You seem to think that in the provinees of
this county it will be very easily solved?

4.—1I should not place Northern Ireland in the same position as the provinces
of this country.

Q.—Why?
A.—TIt is guite a plain thing. Northern Ireland has been recognised to be

a part of Ireland and sooner or later it may separate and conpect itself with the

Free State. To me it seems that in India origin should have more importance
than residence alone.

@.—Then we may fake it that yeu will find it possible to make a satisfactory
division between the provinces in India?

A.—1 think so.

Q.—What abont Excise? Would you not have to transfer it?

A.—Yes. It is an indirect tax. *

@.—And you would also transfer Stamps?

A.—No, because it is more direct than indirect. I will call Stamps direct
taxation. ’

@.—Then we come to your income-tax proper. You have sagpested certain
changes. The first one 13 the exemption of agricultural income. Are not
there difficulties in the way of that? Is it not alleged that there is a pledge
given that no further burden should be put upon the income of the agricalturist?

4.—T think thai the pledge theory should be abolished as soon as possible.
Q. —Yon think that the present pledge onght to be broken?

4.—Yes. We make laws and unmake them every day. I do not think any

State has got any pledges to be made to the people. Even the organic laws are
changed. . )

@-—Your second objection is to the etempticn of houses.
VoL, I. K
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A.—I mean the income from honses., For instance, there are landlords who
have got big mansions. If they are rented, they are not subject to income-tax.
I maintain that since they have got property in houses in villages, it is possible
that they may get incomes from them. If this income does not come within
the income-tax limit, then it should not be taxed, But if it does come within the
income-tax limit, then it ought to be taxed. I do not lay much stress upon the

bouses.
(.—Then you object to the exemption of charities? In most countries they
are exempted. They arc exempted in England as well as in America?

:.—In France they are not.. 5 per cent is levied by the State on the income
of charitable institutions. 1 have given three quotations in my Memorandum
from ancient Indian books which show that religious societies were not exempted.
Of course, the recent literature has developed the theory that charitable institu-
vions should have free lands and there are so many inam lands given even from:

-the time of the Gupta Kings.

Dr. Hyder. .—I want you to give me the authority.

A4 .—Dharmasutras.

Q.—In Manu it is said—I am quoting from Manu—* A King must not levy
taxes upon spirituasl guides and those learned in the Vedas and such people must
be exempled from taxes and fines.” How do yon reconcile these two state-

ments?

A —In Manu we have got so many things which are of later origin, You
have there contradictions in many places. For instance, according to one sloka
meat eating is allowed, while according to another it is reprehensible. Therefore,
weo cannot always rely uwpon these slokas.

¢.—-Don’t you think that the Brahmins belonged to a privileged class in
ancient India? They paid no taxes whatever?

4.—My whole point is no class shonld be exempt from taxation. Of course,
I admit that we have got so many Panae patras in which it is stated that ancient
Kings gave away lands to charitable institutions which were exempt from
taxation. That was the ancient practice, but I do not see why we should mot
change that practice in these democratic days. All that I say is that income
from land not exceeding Rs. 500 or a litile over that figure may be exempted,
but an income over Rs. 600 should not be exempted at all.

@ —How will you take the tax from ascetics?

4.—The Dharmasatras say that one-fifth of the portion of the income should
be taken from ascetics,

8ir Percy Thompson. .—The third category of exemption which you object
to includes life insurance. I am rather surprised that yom should object to that,
because you vourself make a point later on that there should be a differentiation
hetween unearned and earned income. Surely life insurance is a peneral form
of saving which is generally indulged in by people who depend upen precariops
1ncomes.

A4.—My object in putting forward this suggestion is this, there should be
laid down & certain minimum of income in which this exemption of insurance
otay ba included, but all big incomes should not be exempted. I don't mean
to suggest that there should be nc exemptions at all. 1 do recognise the
necessity of giving some exemptions, but there should be a minimum, and when
we reach the luxury limit, no exemptions should bo allowed. I wan{ the
English system to be followed here,

Q.—With regard to taxing capital from commutations of pensions, surely yon

cannot tax it because you obviously describe it as capital and you tax the man
once, and when presumablv that capital is invested you will also tax the income
derived from that capital, and so you will be taxing him twice? '
_ A.—Is there any guarantee that the capital from commutation will not be
invested in such a way as not to escaps income-tax? In India it is very difficnlt
to take a grasp of such incomes, generally people are their own money-lenders
and therefore they do mot come within the grip of the income-tax gatherers,

The President. Q. —And if the income itself from commntstion were below
the limit, would you nevertheless tax the commautation?

4.—If the income is below the limit, I don’t see why we should tax it.
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Sir Percy Thompson. Q.—I come to your sixth item. Yon want to 1a3
English companies purchasiog tea in India. How are you going to tax them?
13 it for making a profit on ihe purchase of tea in India?

A.——If profits are made on things which are bought here, then on the priuciple
of Seligmun, we should tax the companies, because though these companies are
registered in England, they are residing here and we ought to tax them, as
residence is predominant.

The President. Q.—Do yon mean companies trading in India or companies
parchasing tea in India?

A.—Companies trading in India.

Q.-—You do tax the English companies trading in India; they are subject to
the ordinary rules of income-tax?

4.—S80 far as tea companies are concerned, I do not know.

Q.—And so far as rubber, coffee and shipping companies are concerned ?
4.~ Shipping companies have {0 pay a tax only since the last 2 or 3 years.
Q.—But tea companies have alwavs been taxed?

i.—Not on their income; they are only paying a land revenue so far as [ am
aware. [ am not sure about it. :

2 —I think they are paying land revenue, and then their profits are
divided into two parts, dgricultural profits and commercial profits; and com-
mercial profils are taxed in the ordinary way.

A.—5o far as I remember, I think only the agricultural tax is being paid by
them, and not the commercial tax.

8ir Percy Thompson. Q.—Now, with regard to sterling debt, that is a matter
of contract. If you issue a loan in England and agree to pay 5 per cent free of
income-tax, surely you cannot ask him to pay a tax on the interest in India?

A4.—Have not those people to pay a tax there? They have to pay a tax, and
I say that that should be paid to India.

Q.—You have agrecd to pay 5 per cent free of all taxes. That is the basis
of the loan.

A.—If such an agreement is made. then there is no question at all. It is of
course a price paid in the shape of interest, but if it is not a price, and if the
market rate is 5 per cent and you have not to pay anything more to draw the
loan, that is this concession free of income-tax, then it should be paid to the
Indian exchequer.

@.—It is a guestion of contraci?

4.~-Ts it not possible in that case that we shoold not give the contract which
favours the English tax-payer?

@-—Youn are aware that during the war every country that had to borrow
had to do it on the basis of being free of taxes?.

4.—They wanted more money and therefore some concessions had to be given

to investors. Even the Turkish Government did not exempt the English creditors
from iheir own taxation.

Q.—May I refer you to the concluzions arrived at by Dr. Seligman’s Committee
on this point? They say that if a Government imposes an income-tax on non-
residents in spite of its own borrowings, that income-tax is borne by the borrow-
ing country, because if they do not grant it, it meamns a corresponding increase
in the market rate of interest they have to pay.

A.—I beg to point out one thing. India is standing upon the same status
as the Dominions, and therefore the same concessions which are granted to the
Dominions should be given and taken as between England and India.

Q-~—Suppose I have got millions in India which I invest in consols in
England. I am subject to a tax on the interest in England, Now that Irndiz
hag a loan, if I transfer my millions from the English consols into the Jndian

loan, do you suggest that the British Government will not get a tax on the
investment !

4.—You alle geiting interest on those securities from the Indian exchequer.
VOL. I. v 9
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.—The British Government always gets a tax on income from loans raised
in tle Dominions? .

A.—Only the residuary; that is to say, if the tax is more than is levied in the
Dominions. -

Dr. fIyder. Q.—Don't you think as an economist that if investments hers
were subjected to a tax, the profitableness of such investments would be reduced,
.and therefore there would not be capital forthcoming for such investment?

A.—There will be mare capital forthcoming. There is a theory that there is
much wealth hoarded in the country, How far it is irne we are not going te
discuss at the momeni, But there is no doubt that greater stimulus will be
given to Indian capital to come out.

Dr. Pagranjpye. .~—Is tnere any Indian capital at present which wants to be
invested in Glovernment securities and whieh does not come out?

A.—~We know that whenever Government wants a lean, capital is forthcoming
with great rapidity and with a readiness which was nnexpected.

(. —Government did not get what they contemplated to get?

:.—We have to look also to the slump in the market duoring the 14 or 2
years.

The Prestdent. (J.—At the close of the table you give. you mention the
exemptions under 3, 4, 5, 6, and T; yvou say the whole system is foreign and there
15, you say, a sting of injustice in not placing India on the basis of Dominion
(Giovernments. What are the items that remain in which you think that India
is not on the same basis as the Dominions?

A.—So far as the pensions are concerned, the sums that India is paying to the
India Office are all exempt. I am speaking of the salaries and pensions which
English officialy draw while ou leave in England. They are free from paymeni
of tax when they remain in England.

Dr, Hyder. Q.—The English income-tax authorities get hold of them.
They should not be taxed twice.

d,-—Therefore I say that there should be no injustice to an Englishman, and
only one taxation should be umposed, and that of course should be in India.

Q. —Witn the exception of the case of pensions, where else does the sting of
injustice come in?

A4.—I think the question of Debt was also there, If yon say that the
Dominions have got exemption in thai, then of course I have no point to make
out. I am talking of pre-war days. The days of war period were of course
abnormal times, and therefore several concessions were given. Now the Indian
Sterling Debt amounts to so many millions of pounds. It has all along been
free fromm tax. The interest is leing paid by India, and on that interest no
lncome-tax is being paid by the English security holders. What the Indian
economist wants is that these security holders should be made liable to income-
tax in India.

¢-—You do not accept the conclusions of the Commitiee on thai subject to
which Sir Percy Thompson has referred you! .

4.—1 have made a difference there. I say that India should be on the basis
-of the Dominion Governments,

(}.—But the Dominion Governments do issue income-tax free loans in England?

A.—During the war or before the war?

@.—Before the war.

A.~—Waell, if that is the case, then India is on the same footing in that respect.
But we do not know, I am not still sure if that is the case.

@.—1s there anything else that remains? ' .

4. —Yes, the 3rd and 4th items, exemptions in the case of mililary officers’
salaries, no income-tax is being paid on tfese‘

Q.—1Is it paid in the Colonies?
4.—The Colonies have not got English soldiers there to the same extent as
we have in India. More thar half the Budget is mesnt for the military people,

and under such circumstances, I don't think it can be said th" Indis stands
on the same footing as the Colonies.
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servants on leave
he does mol pay

.

@.—Now the 4th is regarding the salaries of Government
in England. If an official goes on leave for 4 or 10 months,
sny income-tax to the Indian Government?

4.—He ought to be taxed.

Q.—He pays a tax to the Home Government?

4.—1 don't think so.

Dr. Parenjpye. .—Do you know that peaple on laave can always escape
taxzation by dividing their leave in two different countries. They can live ;:‘
5 months in England and for 4 months in France, and they can escape payme
of a tax?

A.—Yes, I know that, and so I say that we must tax them here.

The President. Q.—Do the officials on leave pay a tax in the Colonies whep
they spend their leave out of the Colonies?

A.—Yon have got a very small percentage of Englishmen employed there.
Here, of course, you have a large body of Englishmen and a large sum of money
goeas out and escapes taxation.

Sir Perey Thompson. Q~—I believe you saggest thuat foreign corporations
should be taxed on & different basis, that is to say, they should pay the ordinary
incoms-tax and in addition a license tax to the municipality?

A.—Yes, in America this thing is recognised. The members of one State
there are recognised as foreigners in other States, and therefore if any Corpora-
tion is started in Louisiana by a man from New Yerk he will have to pay a larger
tax, plus a license tax. So why can’t we do the same here 7—If youn will kindl
refer to the Constitution of Louisiana you will see that in Louisiana as well
as in other States they recognise the imhabitants, people of other States, as
foreigners in their own territories when they establish a Corporation or a firm.

The President. (1.—T think what the system amounts to is this, that the tax
on the income of a Corporation is general .

4.—What I am saying is that the Corporation has to pay more to the State
as well as to the municipality.

Q.—I am going back to your proposals. It is really a maiter of distribution
of revenue. You have a genersal income-tax, you bave a State business tax, and
You may have a property tax, income-tax for its residents, business tax follows
the place of business, and property tax -follows the location of the property; it
is not taxing a foreigner, it is imposing a tax for business dome in & particular
jurisdiction,

A.—I say that the provinces ought to bave a right to get more tax from the
Corporations.

8ir Percy Thompson. (—Suppose a native of Louisiana starts & grocery
business there and an Englishman also starts a similar business there. Would
the Government there charge the Englishman gn u different basis to what they
would charge the native of Louisiana? Y

4.—Yes, they will not charge a license tax to the native of Lonisiana, whereas
the Englishman will have to pay a license tax. .

The President. Q.—Is the discrimination made on account of race?

4.—It is not » racial discrimination. Any non-Indian whether he is an
Armenian or Arabian or Persian will be in the same position as an Englishman
or a Frenchman or a Japanese. Tor instance, the Japanese are coming here and
making so mach profit. Should they not pay more duty than the Indiang?
The Japanese are coming in now by hundreds and making a lot of profit in this
couniry, and they must be made to pay more.

Dr. Hyder. @.—Will not the Japanese people retaliate?

A.—H is not a gquestion of retaliation, but we should meke a difference
between nationals and foreigners. iff

@.—That will involve this country im a number of i .
countries ! i isputes with other-

A.—T don’t think so, becanse the cther conntries are doing the same.

-
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Sir Percy Thompson, @.—You say that you ought to charge a higher rate of
tax on emplaoyees in Government serviee than in the case of other employees. How
are you going to differentiate between the different classes of employees. There
i3 of course no doubt that there is great security of tenure for Government
employees but ibe amount of security must vary right down. For instance, how
are you going to include employees of a municipality in your categery?

- A.—There cannot be much difficulty in making the gradation. Of course,
it will be {0 a certain extent arbitrary, but no hard and fast rules cap be laid
down. Anyway, it will not be very difficult to make the gradation.

Dr. Pgranjpye. @.—Don’t you thinpk that theoretically one whase secnrity of
tenure is less 1s probably paid a higher rate of pay?

4.—1 don't think se. Take ihe edneational institutions. The feachers in
private institutions de not get more than what their compecrs get in Government
institutions, A graduate, for instance, is paid Rs. 50 round about Poona, while
in Government service he is started on Rs. 70. T think people of preearious
incemes ought to be charged a smaller taz, and some differentiation onght to
b2 made in the matter of income-tax between Government employees and those
employed in private service, becanse we know that service here in private
companies or educatlional insfitutions is very precarions.

Sir Percy Thompson. @Q.—Would that principle apply to trade as well?
Take the case of a man who is engaged in grocery business and one who is enraged
in gold mining, would you snggest that the man wha is engaged in gold mining
should be taxed lesz than the man engaged in grocery business because it is
of a precarious nature?

_d.~—In that way every business is precarious. There is more profit in gold
mining. That is to say, more profit. more tax.

Dr. Paranjpye. @Q.—Have you got sny precedent for this proposition?

d.—No, not for this principle. Bat from my experience in England I can
say that private companies are so well established, that there is not that pre-
cariousness in emplovment which is the case here, Here an employee does not
know when the company will go into liquidation and when he will be asked to
go away. It is the same case with institutions. It i3 a condition peculiar to
India, and therefore 1 have differeptiated.

_8ir Percy Thompson. Q.—With regard to the Local Boards, you want two-
thirds to be elected by the tax-payers and one-third by the Government. Do you
lﬁnowd any country in the world where the income-tax is administered by Local

Cards !

A.—Germany ; Prussia before the war. I have really borrowed it from the
old German Constitution. I think it is given o Percy’s Local Government.,

@—Do you mean to say that im Prussia income-tax was administered by
Local Boards! '

4.—By Taxation Bosrds, and not by Local Boards. The Boards appointed
fo administer the mcome-tax were composed of one-third Government servants
and two-thirds of the peoples’ representatives. That system appeared to me
very commendable, and therefore I adopted it here. If the panchayat system is
working there, I am sure that system is bound to sncceed equally well here.
You have got the Sialkot system as wcll as the panchayat system in operation
here. The Bimalkot system is this. The Government of the district fixes s
sum to be levied from a certain district and then it is divided by the income-tax
payers amongst themselves. This system helps Boards to find out exac:ly how
much to assess. In France also probably you have got a similar system,

@.—Incomeg-tax is administered by officials nominated by the State?

4.—Here the only difference is that the peoples’ representatives are also
allowed 1o have a voice. 3

Q-—What T do suggest is that thers is no law in India for that system.
whereas you have a law for it in France.

A.—I am referring to the practice of assessing the income-tax. It ie working
satisfactorily in the Punjab. :
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Phe President. {.—Hare is the Report of the Louisiana Commission. Will
you show us the passage referring to the description of laxation there? (See
note ou page 165.)

A.—What objection do you raise agamsi tha system?

Sir Percy Thempaon. Q.—I take this objection, that it will probably lead to
a ot of bribery and corruption. Besides that, the tax-payers would object to a
considerable local body kmowing what they pay by way of income-tax.

A.—8o 10any persons escape the income-tax now, and that will not be possible
under the system 1 propose.
Q.—Do y~u really think that you can stop evasion by publicity?

A.—Those who are intimately connected with the pecple and those who know
something of the peoples’ income, they will be better assessors than those who
are not in tench with the people. The tahsildar or mamlatdar of to-day
assesses the tax on mere guess work, and I know, as perhaps most of you know,
that these people are amenzble to corruption and so some of the unscrupuleus
merchants and traders cam escape the income-tax.

Dr. Paranjpye. @.—Do you think that this work of assessment will be done
by the ULocal Boards when they have %ot no iuterest in the income obtained
from that taxation? 1t may be possible to carry ont the system when the
income obtained by that system is used for local purposes, whereas if the amount
of the income-tax is to go to the Central or the Local Government do you think
that these Local Boards will do the work properly?

A.—The question is, who should be the assessor, the Government aione or
shonld the represeniatives of the people be also there. That is the point at
issne. At the present time it is the Governmeni servants who asgess, and I
submit that the present mode of assessment is open to several objections. TIf
the present system could he popularised or democratised by bringing in peoples’
representatives, the pecple will willingly pay more and they will not be able
to escape taxation, because the assessors who will be in actual touch with the
people will know what the incomes of these people are.

Dr. Hyder. Q.—Surely one principal objection is this, that the man who is
assessed woald mol like hiz neighbours to know how much he has been assessed
or how much he would pay.

A.~—0Of conrse, he may not like that, but the question is whether the State
should leave free a large shave of the income-tax which they can get. Everywhere
it is the intangible property that escapes the grasp of Government, and in India,
L think, it escapes more than it does in other countries.

Q.—Yoau are aware that the assessors will themselves be income-tax payers?

A.—Yes, but T have made a rule here that there should be ' no representation
without taxation’, By the method T propose a lot of good will accrue to the
State, and I also snggest the instilution of a Revenoe Tribunal for appeal
against the decision of the assessors.

The President. {.—Throughont the descriptions in the Articies of the Consti-
tution of Louisiana, there is one sentemce which cccurs constantly, viz., ** taxa-
tion shall be equal and uniform throughout the territorial limits of the
wuthority levying the tax.”

A.—That only means that there will be no varations in localities. It "does
mot refer to my point. I will send the Article of the Constitution which deals
with this taxation later on.

Sir Percy Thompson. Q.—You might also just look up the Prussian system
again. From what T see here, the assessment is made by an official of the Gov-
ernment, It is perfectly true that the returns are scrutinised by local boards
which no doubt take a part in offering advice to the official but the assessment
is actually made by the Government official.

A.—What about the tribunal for appeals?
Q—It i3 also subject to a right of appeal to courts on a point of law.
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4.—Where the income-tax iz more or less, there is an appeal to a separate
court, not an ordinary court but a court which may be called a revenme conrt.
[ will refer to the book again.* -

Q.--1 was only making the poiat that in all these countries, like France, . ..

4.~France of course is most centralised. I wounld not call it a democratic
Government.

Q—They have all been trying to get income-tax locally administered and
they have all failed, and the only reason why in England we have been able
to do it is that the income-tax has been in existence for a long time, practically
back from the feudal days; it started at a very low rate. I think you wild
find extraordinary difficulty in commencing it here now and having it assessed
by someé local hody. I do not think yom will find local bodies which will
command corfidence at all. !

A.—1 should certainly recommend the Sialkot system and the panchayat

system whick are in vogne. If they are working with success, T do not see
why they shonld not be adopted. Reports may be sent for from them.

@ —There is a very important difference. If yom tell a district that it has
got to provide Rs. 1,00,000 they will soon settle among themselves what shares.
they bave got to bear. That is a very different thing to law which says that
you have got to assess on the man's income and the man is trving all *he time
to keep it down. If vou have got a fixed quota from a district and if » man
is trying to get himself down, there will be a lot of other people trying to get
him up because he pays little.

A.—-The arbitrary method of taxzation—a gquota in the whole disirict and
then divide it as they are doing it now and assessiug through the panchayat
system—if that is in any way successful, then you will find that this is a betier
method than the Sialkot systemi and the panchayat system. That is the
system pointed out by me.t

Dr. Paranjpye. Q.—But the queia there is fixed by an outsider.

d4.—Not ip the case of the panchayat system. In the Sialkot system it is
and therefore it is open to objection. 1 would request the Committee to
see that.

Q.—Where is that in operation?

4-~—In Sislkot in the Punjab. T will send the book and I will refer you
to this, I do not say it is law. Therefors I want 1o legalise it.

The President. (.—Witnesses who have come from the Puujab have described
that system to us as the method of levying the profession tax.

4.1 will see to it. .

@.—Then you say that there is much laxity in collecting the tax by employers
of big factories such as jute mills and private institutions. What is yonr
authority for that?

A.—Dr, 8, M. Pagar, M.A., Pb.D., in his book called ** The Indian Income-
Tax . Dr. Pagar was for some time Director of Commerce, Industry and
Statistics in the Baroda State. His book deals with income-tax in British India.

Q-—You speak of the lignor monopoly of the Indian Government.
4.—0f course, the wording is wrongly used in this case.

*1 have not now got the book in which the detailed composition and working-
of the Income-Tax Boards were given. However Leacock has thus referred te

it —

** The persons liable o the income-lax are divided inte classes within
which all pay the same. The assessment is made by a special brard
in each circle or country, ﬂartg appointed by the local authorities
but in the majority elected by the persons liable to tax.” (P. 3w o1
Elements of Political Science.}

'ﬂ& clear description of assessment by the panchavat and Sialkot systems i
given in Dr. Pagar’s book, page~ 148-154. P 7 . o e Ik
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Dr. Paranjpye. (Q.—Before we pass on, as regards discrimination between.
incomes earned, and income from investments, how would you treat income-
from wavings? The man saves from his earned incom® and invests it. How
would you treat it?

A.—Under the present law, we are making a distinction really between earned
incomes and investment income, because we are levying § pice shere and less.
than 5 pico on other incomes.

Q.—~—But a man can get rebate on Government secarities.

A.—TIo that way it is possible, bat here the whole investment income is to be-
considered, and not only Government securities.

Q.—Supposing a man, instead of spending all that he earns, saves and
invests it. You are going to charge an income-tax for the interest on investment.
De you think it is fair?

A ~—This is in excess of what is necessary for his subsistence. It is a lnxury-
income, so to say and it cught to be taxed. This principle has been recoguised,
I think, in our income-tax laws also as well as in England.

The President. . —Then you say that Great Britain has prohibited the
domestic cultivation of tobacce. Has it prohibited it at all?

A1 said it on the authority of Wells. Another book fell into wy hands
and I find that he is wrong. It was written in the latter book that caltivatiom
was not prohibited, bat a heavy excise on home produced tobacco is being levied.

{.—You propose to levy an excise duty. At how many annas?

A.—I have saggested only 2 annas per seer.

Q—Can you suggest how we should levy that!? X

A.—1 have suggested that it should be levied at the source, that /5, whem
the crop is ripe and when it is to be marketed.

@Q.—At what stage of the curing?

A.—Uncured, as soon as it leaves the field, It will not be called mapu-
factured tobacco at that time. The patwari will do the work. He knows how
much of the village is ander tobacco cultivation and what is the estimate of the

crop, and what will be the yield. There is no necessity of an officer in every
area.

Q.—1It would be a presumptive tax with reference to the area?

A.—-Ii the actua] yield is nol available, then it may be; but I think it iz
possibla to have the actual yield because the village patwari is the ngan who
is directly counected with the village and he can have a correct estimate with-
the help of the caltivators.

@.—You realise that the yisld per acre varies by 100 per cent.!?

A.—T therefore {ake the actual yield. Just af the Iandlords divide with
their tenants, similarly the Governmeni will be levying its tax on the actual
vield of tobacco.

§.—In most of the districts the area under cultivation is something enormous?

4.—Yes. In that case we can employ supervisors who will go from village-
to village and see that the tax is being properly collected. You will be getting
some 6 crores of rupees; naturally some expenditure must be incurred.

.—When 2 man has paid the excise duty to the patwari, he is free?

A.—Yes,

@.—In the case of large concerns cultivating hundreds of acres, would you
leave it solely in the hands of the patwari? :

A.—These are matters of detail. The Government with its long experience
can devise methods for assessing. If excise iy being levied on manufactured
as well as raw tobacco in so many other countries, as 1 have quoted, will there-

be any difficalty here where there is a cadastral survey of each and every plot
in India?

Q.—Are you acquainted with the systems in the various other countries?
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A.—Bome countries have got monopolies, others are levying only on manu-
factured tobacco, others are levying on imports, and others, just ss Italy for
‘instance do nat allow any tobaceo, manufactured or raw, to be imported into the
country. France has got a monopoly and Switzerland intends to have. For
“these countries it is very easy.

Q.—1I pnf it te you that France does import a very large quantity of tobacco—
more than it grows.

A.—Yes, but thore the monopoly is held Ly the Government.

Q.—Take any country you like, France or Awmerica or Ttaly.
A.—Take France. They are manufacturing tobacce and also raising tobacce.
{3.—The French system involves a Hceemse to cultivate.

A.—Yes.

).—There is a prescription that ne man shall be allowed to cultivate nnless
‘he is_prepared to cuitivate 100 hectare. The caltivation is supervised, the nom-
ber df plants in the field is connted and count is taken of the whole plant as
soon as the crop is cut. Tt is thns suhjected to supervision throushent the whole
‘process of curing and after curing it iz purchased by a Committee ard then
passed into the Government warehouses. How wounld you apply all that here?

A.—Government has zot a monopoly there, We are only pgoing to raise the
4ax on the field itself. We have nothing to do with how much is beinz carried
into the market or the warehouse. Therefore we need nob he counting the planta,
ete. They have io be very careful in France, becanse they are imposing a daty
of 10s. or even 30 or 50 francs per kilo.

Q.—Tt comes to this that for a revenme which wonld run into crores of
rupees, we should be dependent solely on the patwari?

4.~-We shall have supervisors., You can have one supervisor for each taluka
‘or for a union of villapes. Tf they cultivate more tobacco, then yon can have
more staff,

@.~Tf the patwari is to collest the duly when the tobacco leaves the field
there is nothing left to supervise.

A.—He will be seeing whether the yield has been properly estimated or pot.
The patwari may he hribed. 1lis fnnction would e to ge from village to
village and find out whether the land under cultivation has been rightly measured
and registered and whether the first estimate of the yield is correct or not.
Of course there will be the actual yield.” In that way there will be a great
check upon the patwari’s aperations.

(.—Supposing it is underestimated, have yom any experience of cropa
-estimation?

A.—That is why T say it is the bLusivess of the superintendent or the
supervisor to see whether the estimates are correctly made or not.

.—1Is the supervisor io estimate every field personally?

4.—He will only pick out a plot or two within the village and see whether
the estimates for them are right or not. It is only a sample.

. @—Have you any confidence in the estimates of crop yields that we aiready
have in existence?

A4.—You necl not be so very careful now because vou don't lose any
revenue. You will be very carefnl when you will lose revenue.

@-—7You are a member of the Indian Economic Association?

A.—Yes.

Q. —You may perhaps reiember a paper that was read om the subject of
erop estimates and the extroordinary difficulty of getting arything at all correct
of which the author of the paper gave an instance in which a Professor of
Agricutture had wndertaken to make an estimate within 20 per cent. of a field
-and he was unable to make an estimate. His estimate of hiz own farm was
30 per cent out. .

A.—There nre these difficulties, but in some way or other you find crop
<estimates and valuation going on. We need experts for these.

Or. Paranjpye. (. —Wonid you not rather levy the tax on the acreage?
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A.—We can do that, bat the difficulty is that tobacco yield varies from place
o place.

Q.—H..ve a different tax per acre from place to place.

A —That also can be done, but it comes to the same thing, because yom
mast have the yreld per acre first.

Q.-—That may be settled once for all by crop experiments actually con-
ducted.

1.——It varies from 500 to 2,000.

The President. Q.—May I suggest to you that it varies from 100 to 3,200?

4.—Yes, it may vary.

@ —You say that it is yuite easy for Government to do_ all these things
They have been studving it for years. They have been faced with the impos-
sibility of levying sach a tax.

A.—There are difficulties in Jevying every tax. You cannot even prevent
the coining of counterfeit coins. So many persons are doeing it.

(.—You quote America. The American system is that the whole crop is
to be brouzht into the curing station and the manufacturing place, and na
manufactured tobacco can be scld except under a stamp.

A.—All these require a lot of officers to look zfter, and I do not want that
our system should be complicated. India wants a very simple system. Either
it can be on the acreage or on the yield and I prefer the yield. You cannot
nave the tax on acreage unless you have the yield. The yield will be there in
every case.

?.—In the jermanently-settled areas, which grow an envrmous proportion of
tobacco, there are no patwaris. Who is to levy the tax there?

A.—You will have to appoint them, because you yourself admit that tobacce
growing is more extensively resorfed to in these areas.

@ —You should rlso have a cadasiral survey, supervisors and patwaris, etc.
Do you think 2 As. will cover the cost of all these? .
A.—I do not think 6 crores will be spent on that.
Dr. Paranypye. (.—How do you estimate a yieid of 10 thonsand miilion 1bs?
A.—The acreage is given. Multiply it by 800 which is the average yield.
Government has not stated anywhere that 800 is the average yield. 1 took the
yield as given by Mr. K. T. Bhah in his latest book, *Wealth and Taxation.” 1

tried many Government reports to find out what the actual yield of tobacco per
acre is hat Government has not solved that difficalty.

The President. (—May I suggest that it is so variable that it is impossible
to give 1t?

4.—1 do not think it is so difficult to give if. Tobacce growing is centred
in certain arcas.

@.—In how many districts would you say that tobacco is grown?

A.—There is an enormous number of districts and therefore you will find -
that it is not concenirated.

@ —May T ask you to glance through that statement (giving a statement).

A.—Here also there is no average given. I had to seek the information
elsewhere than in Government reports. appily I found that Shah had given
800 after collecting the information from various sources.

Dr. Paranjpye. {.—How would yon prevent the smuggling of tobacca from
the Indian States? .
A.—Just as we are controlling salt.
@ —The Indian States hardly ever produce salt.
4.—You have salt in Rajputana. . .
The President. ¢.—We have a treaty cnder which we have the control of
salt sources.
A.—We should ask the States to levy the same tax in their own land.
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To Dr. Hyder.—They should levy the tax and keep their money for themselves.
We do not want to pocket the money. I suggest this, otherwise there is ro
Tmperial system of taxation. These States must come in.

Q.—Would your rate of duty be the same on unmanufactured tobacco and

on manufactured tobacco? You would have no further excise on manufactured
tohacco ?

4.—1 do not propose it if you tax it at the source and if it is sufficient. If
it is not sufficient, go on adding. Now it is only a proposal of 2 As. If 2 As,
is not sufficient, have 3 As.

Q.—Would it not be hard on the poor man?

Dr, Paranjpye. @Q.-You don't want him to smoke at all?

4.--1 do not say that he should not smoke at all. It is only a question how
far you are going to restrict this habit by means of taxation. 15s, per poind
has to be paid by an Englishman as import duty.

d The President. .—You say that your excise should countervail the import
aty.

4,~0f ceurse that werd “ countervail ” wonld have the meaning that it
should be equal. If that is the meaning I should not use that word.

@.—You are ot a complete free trader?

A.—I am not 2 free trader at all.

¢ —Then, as regards Powder monopoly, which, I take it includes explosives.
Is there a sole monopoly?

A.--There is mot. Just as you license the sale of liguor, similarly you
can license the sale of explosives. No one will be able to sg]] explosives except
the Government. . ‘

@.—All explosives should be manufactured or imported by Government?

4.~Yes, and they shonld be doled ont to the dealers.

@.—You propose a property tax. You ure ne douht familiar with the criticism
of the American property tax? -

A.—1 have gone through Seligman and others.

@.-—You say that property in many towns and cities has increased fifteen fold
in value during the last 50 years.

A.~—In several towns.
@.—In many towns?
4.—Yes. In towns in which the population is growing and in which business

is centred, naturally the land has gone up in value. Take the case of Lahore.
You will find the value of property has gone up very high.

@-—There has been an increase in the urban population?

4.—In towns wilich are centres of commerce, which are capitals, so to say,
they have been increasing, whereas the smaller towns are not growing. That
will he apparent from my book on * The Industrial Decline of India.”

Q.—Which way is the tendency greater? Is it towards increase or decrease?

4.—Up to 191} up to which my book treats it appears that the tendency
was for the smaller towns to go down so that. the total urban population was
losing.
@-—The conclusion that can be expected from your book is ﬁzat the property
has almost lost its value.

4 —In towns in which the population has decreased. Many of the bigger
towns have added to their population, but the smaller towns have gone out of
existence or have gol decreased population and therefore t}e total prbn population
is less. Towns with a populaiion of 5000 and over, between 5000 and 10.000,
from 10,000 to 15,000, some of these towns have lost some of their population. s
that in total the urbanisation is Jess. But many of the towns with a population of
abova 50,000 have gained in population. Even in the 50.000 scale you will find
that a few towns have lost in population. T have collected ail the figures from
Government reports.

Dr. Hyder. Q.—1 have just glanced through it and I find that I cannot accept
wany of the statements contained in your book.
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4.—TIt has nothing to do with taxation.

@.—It has a lot t0 do with it. The centra} thesis of yonr book is that this
country is becoming rural and you draw the inference that the country 1is
beco ning poorer. That is, Govermment cannot go on levying more and wwre—it

would he unjust for them to do so~if the country is becoming poorer. That is
how I connect it,

A.—The whole of it treats of the rural population, I am only dealing with
native industries, which are manual crafts, These have decreased in number,
and the rural population has increased, because, these peopie having lust their
enploy.nent and not having been able to be taken up by the factories and firms,

have to depend on the iand alone. They have therefore migrated te land
and become lahourers.

.—Surely you will admit that India has to-day a larger industrial population
in the modern sense than it had in the year 1870 or 1880 or 1900.

A.—It is not according to vour statistics. It is not my statistics that T am

Jproducing. Wr lave to see Liow many people were counted as employed in

industries in 1871, 1881, 1891 and 1901. Show me that the same number is
there. You will lind that the same number is not there. 1 quote chapter and
verse how many trades have gone ont and lost their men and then I show
how many people more are on the fields. Where have they come from? They
have come only from these vavions industries. ] make a distinction here heiween
machinery industry and manual indusiry. The whole of my book treats of
manual industry and lahour. In machinery industry the population bhas increased
but you don't pay attention io the loss of population in menual industry. There
is a constant flux.from the towns or from the smaller industries to the rural
areas because they have got no other thing to rall back upon but agricalture.

+ @.—You maintain in your book ihat there is a flux of population from the
towns into the country. That is your central thesis.

4.—And from the manuai induastries.

Q@—1€ I may refer you te the statistics, you will find here that excapting
a few towns, the population of every town has inecressed. , )

4.—7J am deating in my book only up to 1911. because that was the latest
census available when the book was published. I have just been saying that
the large lowns have added to their populstion and therefore the property in
those large towns has gone on increasing in value. while the towns with a
pupulation below 50.000 have been losing their popalation and it is in those

towns that manual industries are to be found. You have to see to the urban
population as a whole.

. @—May I put it to you this way, (hat the towns of 50,000 have grown
into towns of 100,000 and therefore the number of towns with’ a population of
50,000 is becoming smaller becanse they have grown to the next bigger prade.

4.—They have not grown at the same rate as the de-population of the
smaller towns., You disprove any one of the figures in my book.

The Prezident, .—On page 31 of this book you give the number pushed
out of the higher services as 12.818,684. Un page 23 you sav that: there are only
75 towns having a population of 50,000 and more and that their aggregate popmla-
tion is B.656,938, According to you tlere were 50 per cent more p(eopll::l than

lived in the towns who were pushed out of them. The higher services are
arban services, [ take it.

A.—No!t necessariiv. I quote the figures of the two census of 1891 and
190). There you will find that (overnment services and professions lost about
2,000,000; domestic occupations lost 500.000: commerce lost 900,000; industrial
ovcupations lost 2,000.000 and labourers lost 74 millions. Sum up the whole
and you will find that it comes to 12 milfions. These have been called higher

services. It is not in urban population only. Much of it would wLe. The
census report gives these figures.

Q.—The fact that strikes me as extraordinary is that with this enormous

reduction in the nurban population the value of property in the towns should
increase fifteen fold.

A4.—T1 was talking only of big towns. Take Lahore or Allahabad or Lucknow
or Bombay. I ibhink Dr. Paranjpye with his experience of Poona might be
able to tell something about this. Take Madras or Calcutta. s there any
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doubt that the property has risen in value? It may not be fifteen fold. It maw
be tex fold. Bombay bas been increasing in population so much; naturally there
is increase in land valmnes also. In Bombay we have not ruralisation to that
extent.

Dr. Hyder. Q.—Is there any other town?!®

A.—] have gol ine percentage decrease. Between 1872 and 1611 the follow-
ing are the decreases. In towns with a population of 1 lakh and over, 3-58;
between 50,000 and 1 lakh, 8.61; between 20,000 and 50,000, 9.81; hetween
10,000 and 20,000 8; between 5000 and 10,000, 10-98; under 5,000—4-15. 8o,
all the towns from 5,000 to 1 lakh and over have got so much of decrease.
This is again from Government statistics.

The President. Q.—You ﬁ};roceed to explain that increase away. The table
which you read to ns is a table of the increase and not decrease?

4.—There is a decrease in the first column of that table. When we come
to the urban population, it is 5000 and over, but the towns of 50,000 and over’
would be included in the urban population. But a separate category has been
made on the basis of English statistics, because in Englond also they make a
distinction between 50,000 and 5,000. And that has been followed here.

¢-—Perhaps you could give us an explanation of it in writing. I find it
rather difficalt to follow.

Dr. Hyder. ¢.—You say on page 24 of your hook that * in a conntry devoted
to mere agriculture, dullness of mind, awkwardness of body, obstinate adherence
to old notions, customs, methods and processes, want of cultare, of prosperity,
and of liberty wprevail.”™ If that is so, how do you explain the energy and
enterprise of countries like the United States of America and Denmark?
Denmark is a purely agricullural country.

A.—Denmark cannot be called a purely agricultural country. Of course,
they produce a lot of butter and dairy produce. [ will explain the case of
America, Yon will find there that less rural population is engaged mow in
producing more things in agricalture. That is to say, the agricultural yield is
more every year, while the population engaged in agriculfure is geiting lesz and
less. Jf you take the percentage of the people employea in agriculture, you
will find that with a less percentage of the population, a far greater production
is being taken out of the land, only because they are employing better methods
of cultivation.

@—1I wonder if you will accept the explanation given by Marshall. {Reads
s passage from Marshall’s book). The whole point is this, that the population
of manafacturing countries like England has not decreased.

4.—1 should interpret it in this way that it has not decreased to the same
extent as it appears from the statistics, but it has actually decreased. For
tnstance, we find now only 21 per cent. There may be a difference of 2 or 3
per cent, but it does not mean that the population 1:: not decreased. Instead
of say Zl per cent of the population so-called in the statistics of agriculture,
you may say really it is 25 or 30 per cent, but you cannot say that there has
been no decrease. Dr. Marsball has nol given the statistics. Only 21 per cent
of the population in England is engaged in agriculture, and between 75 and 79
per cent of the population is engaged in non-agricaltural pursuits and other
employments, whereas there was a time when a larger percentage of the popula-
tion was engaged in agriculture,

@—I ask you to explain how this dullness of mind, awkwardness of body
and other things prevail. . \

4.—The rural areas are truly speaking more conservative and less educated.

@~—But how is it that the case is otherwise in Denmark which is also a
purely agricultural country? R

A4.—~There the poople are more educated.

@-—3Jo it is not agriculture that produces dullness?

A.—Certainly not, but education changes the character and tha view point
of the people.

Q-—My point is this thai the dullness of mind is not due to agriculture but
to lack of education.
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A.—OF course it is to some extent also due to the exclusive atmosphere whichr
is crealed in rural aress. People engaged in agriculture are far away from.
centres of culture and civilization.

Phe President. (.—I understand that you are an advocate of the principle-
of ' no representation without taxation’. Will you have no exemptions at all?

- A.—1 think that if democracy is exempted from taxes, it will be as oppressive
as tne anstocracy was when it was exempted from taxes, and therefore it 1s.
necessary that this maxim shonld te adopted in our political science.

Q.—Wouid your tax on the poorest class be indirect or direct?

d.—~1 have proposed a poll tax, a direct tax, and it is the trend in America.
Yon wiil find that in America poll taxes are levied in some States. Even in
ancient lndia no one escaped taxation. 'lhere was in ancient times a very com-
plicated system of nnance, Eyen the labourers, it would seem, had to work
free of cnarge for one day inr a mouth. [ thiok that was a very good plan,
because that was a direct pinch upen the labourer, and he felt that he was doing
something for the Btale for the protection he was enjoying. To-day it is neces-
sary to nave some such thine :

Q.—The pell-lax has been used us a political weapon, and do you think there-
is Do such danger arismg ont of your proposals? -

A.—1 want to impose that tax for educational purposes only in those villages.
where you are going to open schools. It will bd a local tax and it will be used
for iocal institutions. It wiil be imposed on every male inhabitant between the-
ages of 21 and 45, irrespective of wne tact whether he possesses anything or not.

¢.—Don't yon think it will be somewhat unfair?

' A.—1It will be a stimulus for every man to work. I want everybody to work,.
and my principle is ‘ no bread without work.’

@Q.--Do you make the payment of the tax a condition for being registered as
& voter! Is Lot there a danger that political associations will pay the taxes for-
voters in order to secure a majority for a particular candidate? Has nat that
happened in America?

A.—You have devised so many laws against corruption in elections, and so-
won't you ba able to dewise something effective if you find that political asse-
ciations will pay the taxes for voters so as to secure a majority for a particular
candidate? I think the Governmen! machinery is sufficiently powerful to cope-
with these smali things.

@.—7The Government under such circumstances would be the representatives.
of the party wkich pays most for a candidate.

A.—In India there is no fear of that. There is at present no party which.
13 strong encugh to resort to such things. You will have the group system in-
stead of the party system here. The true party system does not seem to bloom.
here as yet.

.—Then your properly tax, you propose to assume that personal property is.
in proportion to the value of the house?

A.—Yes.

@.—Has it fiot also been urged in the United Provinces as a reason against
the introduction of a house-tax that there is many an impoverished member-
of an old family living in a house which is too large for him and which for
family reasons he is unable to vacate or for which he cannot find a purchaser?

A.—There should be a moderate tax, because when thers are 20 many sources-
open we need not resort to heavy taxation.

@.—Now to come to what you call establishment licenses; they are rather-
business taxes?

A.—Bome of them are business taxes and some are luxury ta.xes.‘
Q.—In places where the profession tax is in force, is not this exact systenw
operating?
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A.—TIt is not throughoot India, but only in some places.

(}.—They wonld all fall under the Madras municipal profession tax?

A.—1 think my list is rather bigger. My first point is it is not made uni-
versal, and I want it to bhe made unmiversal. Municipal income should be in-
-creased in that way.

@.—Do vou dislike the octroil

A.~Yes, 1 dislike the octroi, and I think it should be abolished. It falls on
the consumer, and it adds to the prices of the articles, and therefore I say it
should be abolished,

€).—Is it not the experience in certain provinces where they have the octroi,
that the consumer does not apply for a refund?

A.—The trader does not apply for refund. In my opinion the whole system
is vexatious.

.—How do yon say that the octroi falls on the consumer?

A.—The merchant adds to the prices of the things he sells.

(.—A merchant brings in a lot of things, and on the stuff that goes out
again he bears a tax?

4.—But_probably he has already added to the value of the stufi he has sold
“in the town, He knows that he cannot get a rebate, and therefare he adds more.

@.—Similarly dogs and carriages; they are all taxed in some municipalities?
4.—very few municipalities tax carriages and dogs.
¢.—I know in Maidras the municipality taxes hackney carrviages and dogs.

4.—Bui Madras is not the whole of India. In the United Provinces we have
not to pay a tax; in the Punjab I have net to pay. In aay case I suggest that
some sort of uniformny should he observed, otherwise the tax becomes unequal.

Dr. Paranjpye. ().—Regarding lands, you say that “ pow that fiscal autonom
is coming into the hands of the Indian people and a large measure of self-
government is within sight, it is suicidal to proceed on such uneconamic and re-
actionary lines. The second veason for the agitation for long and perpetual settle-
ment is to be traced toc the personnel of the Councils and the Councils being
packed wth representatives of agrarian interests,”” now you propose a very fine
scheme for reducing the period of assessment or levying income-tax mpon -agri-
cultural lards. My difficulty is who is to bell the cat, The Councils themselves
have got to make rules and frame laws?

A.—There must be agitation as in other countries.

¢.—The Councils’ interest is not to have it becanse as you say it is com-.
pt;]sed of representatives of agrarian interests, and 1 want you to sugpest some
scheme. ’

4.—It is only through agitation by the public and by economists that you
-can bring the people round.

Dr. Hyder. Q.—Do yon wish to enhance the .land revenue 7
4.—No.

¢.—Then do you wish to put on a tax?

4.—Yes, only on the incomes of big landowners.

(J—But you say that this land revenue is not a rent but it is a tax.

<l.—1t is not & tax in that way, I say it is a part of the rent which is being
paid by the tenants. What I say is that only big landlords, thase who are hers.
ditary managers of estates muat be taxed. I do not wani to tax the small land-
owners, because I think thal, although there is the Land Alienation Act, many
of them have boucht lands. and therefore whatever income they are getting by
way of interest on the investmént they have made should mot be taxed. My re-
marks only aPply to big landholders, to hereditary managers of lands, to talok-
dars of the United Provinces, the inamdars and zamindars of Bengal, Bihar and
“Orissa whero they have permanent settlement, because I think they are not pay-
ing their full quota of the income whicl, they are getting,
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The President. Q.—Do you propose to iax them at a special rate?

A.—They certainly require to be taxed mare, because they have got the
monopoly.  Although there is reason for special assessment, we may nob resork
1o it, bat let a higher rate of income-tax be levied upon them. I have already
said tha* there should be a differentiation made between steady incomes and pre-
carious incomes, and on account of the monopoly which these zamindars enjoy
and also on account of the permanent incomes which they have from their lands,
they should be charged a higher rate

(.—''ake the case of a man who bappens to have a permament income from
his lands, who happens to be in government service and who alse happens to
have some investments. How will you charge him?

A.—He will pay & tax on his own mncome say at the rate of 5 pies in the
rupee, on estates he will pay at 6 or 7 pies it may le, and on Wn-
vestments he will pay 4 or 5 pies. In England you have made all those distine-
tions. There ought to be a distinction in the lavy of rates as regards income
from properties and income from salaries as well as from investments.

¢.—1 would invite your attention to ome of the Australian metbods of calcu-
lation. (Here tiie President handed a bock to the witness). Do you think it
can be done in India?

A.~So far as Schedunles 1, 2 and 3 are concerned, I think Australia is making
a difference between investment incomes and earmed incomes.

(.—iave yon read the recent Report of the WNew Zealand Taxation Commis-
gion ?

A,—No, I have not seen it.

Q.—Dealing with cotton excise, you say that its abolition will only serve to
swell the profits of the Indian millowners?

A.—Yes, becanse the import duties have been raised and there is a likelihood
of their being raised still further. Then there will be a large difference between
the excise and the import duties which would be sufficient to give a kind of subsidy
to the millowners. At present no difference is made between one industry and
other industries which are carried on in this country in the matter of levying
excise, although there is an import duty, so why should a distinction be made in
regard to cotton alone?

£.—Un principle you do not disapprove of the levy of a customs duty and an
excise duty at the same time?

. A.—That will depend upon the different indusiries. We will have to con-
sider whether 2 certain industry requires protection or mnot.

(.—Yom propose an export duty on rubber and coffes?

A.—1f it is possible. If there is likely to be a sufficient income by the im-
pos:tion of an export duty on rnbber and coffee, then why should we not put en
a duty? There has been a very large increase in the export of rubber, and if
we can probably capture the wortd's market in course of time, I think the income
from the imposition of a duty on rubber and coffee will be very great.

_ @.~Burelv, Tndia does not hold the monopoly for rubber and eoffes. There
is alzo a number of other countries which supply these articles.

4.—We hava to study that question. Therefore T say. *if it is possible. ' I
have nn statistics relating to the export of rubber before me, and if we find
that we can derive a good income from this source, I don't see why we should
not Jevy an export duty on these commodities.

(.—Then you propose an excise duty on tea and coffee? Will it not be rather
hard on the poor man?
A.—Many of the poor people don't drink tea and coffse.

Dr. Paranjpye. Q.—In the Bombay Presidency th
forero their meal but not tea? 7 7 the poor poople would rather

A.—Thay will have to change their habits,

The Pregident. Q.—Wonld not an excise duty at th illi
the goose that lays the golden eggs!? v ¢ Present stage be Lilling

A.—T don't think so,
VOL: I, M
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Q.«—Now, may I know something about your estimate of the average in-
come? What is your opinion about Imdian statistics om this subject?

A.—The information we have is very meagre, and the figures that are avail-
able canmot be very mueh relied upon. At every step we find something is-
missing. .

{.-—And yet you have succeeded in making an estimate of the average income ?

4.—Wall, on the basis available. I have already stated in the beginning that
there are so many difficulties and there 1s much vagueness about the ﬁgu.re,n
available, still if we can arrive at any truth it is this. If you take Mr. Shah’s
estimate of the agricultural ineome, you will see that it exactly tallies with
reine, The total value of the agricultural produce of the country which he and
T have arrived at is the same. OF course the difference lies in the fact that I
reduce it by half for expenses, while he takes the gross imcome and divides it
by population and therefore he says 36 is the income. I give 18 as income, be-
cause | have shown that half of the produce has been consumed by the agricml-
tural classes and they will Liave only fhe net produce, hence my figure is only 18.
In regard to agricultwral expenses while he has taken the gross income and
divided it by population, 1 bave calculated only the net income for the reasoms.
I have given and then divided it by population, and therefore my figure is re-
duced by half. That is a very imporiant poinf. Either he should be wrong or I
shonld be wronm, bt we cannot decide it at once. It is 2 quest after truth. I
do not hold a brief for my own estimate. but ¥ am glad so far that the gross in-
ecome worked out by him and by me is the same. Now the question s, what is
the net income? I say the gross income should be redeced Ly half for expenses.
while he gives a different estimate for expenses. Now it is an open guestion for
the public or for the statistician to decide whether my items of expenditure
should be incladed or not.

¢).—Your main item is the wages of labour?

A.—That 1s only one of the items. I have further pointed out that this
will be the cost to the agriculturists, because they are agricnitural labourers and
therefore their income irom wages should not be deducted. Then from among
the thirteen items, we ought to ignore two very big factors, namely rents and
other dues received vy landlords, and wages obtained in kind or in cash by all
labourers who have directly helped to raise the produce, hecause these two classes,
the masters and the servants share the produce. The other items are spent on non-
agricultural classes, and therefore the income that has gone to the non-agricul-
tural classes or to the State should be deducted. Therefore these two items,
namely rents and other dues received by landlords and wages obtained by labour-
ers in cash or in kind should not be deducted from the expenses of cultivation,
and_ they should not be considered as expenses of cultivation, nor can they be in-
cluded in the expenses of agriculture. COnly eleven items have to be considered
for warking out the cost of agricultural production, and the two items I have just
named. aitnough they are expenses to the agriculturist who is raising the pro-
dace, they really go into the hands of the agricultural classes, and therefore
they onght not to come under the items of expenses, they ought not to form a
part of the fifty per cent.

*@.—Could you show me where you have taken them out of the fifty per cent?
A.—1T give the estimates of Settlement Officers and also the estimates of ryots.

@.—Would you look at the estimate of the ryot? You have got their estimates
of labour. Your estimate of ryots is fifty per cent. You take the ryot's produce
less wages, and you dor’t {ake the wages of labour?

A.—Hence an addition is to be made for these jtems and a deduction is to
be made for the items of wages of labour,

.—Would you please refer to page 133 of Dighy's bosk? You repadiate
him altogether? S

4.—1 don't say that I am following Dighy throughout, but where the ﬁgurer
are already given, how can-T omit them' .

- @—Now let us take seed, it comes to about eighteen and a half per cent?

A.—T1t all depends upon the soifl and the land, because r land will require
more seed and a large quantity of the seed is sometimes en away by birds.
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Q.—1 would point out that Dadabhai Naoroji allowed six per cent for seed
and manure, that ia less than a third.

A.—PBut what is the year of his estimate? Prices have gone mnp very muck
since then

@Q.—1T think Mr. Shah takes seed at two per cent, whereas you take eighteen
ner cent, which seems to me io he somewhat large.

—We have got our own village and I had the opportunity of not only
n-cg-f-ninineq the ir%?ormation from one of the landlords, but also of looking at

the thing myself.
Q.—Mr. Shah’s estimate is 2-7.

4.— 1t all depends npon the various qualities of lands and also upon thse
kind of crops vou are gowrg to raise, Where the soil is good, you will require
a smaller quaniity of seed, and then in provinces where birds are mumerous, a
larger quanlity of seed will he required. Tt all depends upon the locality.
(Witness referred the Committee to page 527 of Digby’s ‘' Prosperous India.”}
This is one. There is a second, 1 will give you the reference. These are
expenses including land tax but excluding wages. (My estimate of a ryol’s
expenses also includes land tax hut excludes wages for labour.) I am not
quoting Dighy. T am making corrections in his estimate, because I have
deduct the wages bill and add five iteins more which have been ignored by him.

@.—Just above that, you have the estimate of a seitlement officer. The
estimate of an individual ryot is not very indicative of the statas of India
as a whole. Let us take the estimate of a settlement officer. You say
that all these figures can be had from a table in My, Dighy’s *‘Prosperons India.”

A.—The table is on page 527 of Digby’s book. He has got two parts of the
same table. ihe estimate of a settlement officer and then the estimate of a ryoi.
The difficuliy is T did not quote the page in my book, It is seven years since
I wrote this book and T could not remember where the table was from. These
are the two parts of the tahle which have been adapted. -

Q.—I want to find out whose table it is.

A.~—That will take a long time. Ha simply says, “Estimate of a Settlement
Officer ' and ** Estimate of a ryot.”” In Government reports sometimes the cost
15 not given. That is whv T took up Digby. I¥f T had been able to get the cost
from some Government report. I wonld have preferred it. ’

Q.—This is very old.
A.—Yes.

€.—1T4 is a private estimate of a ryot, published in a letter to a newspaper,
relating to a single district.

A.—Yes. Similarly, my fizures go only to the two or three villages round
about. They do not cover the whale.

Q—Your estimate is based on the three villages round about and differs
from his estimate in that yonr estimate includes wages . . . .

A.—1 exclude it.

@-—On your own estimation the fifty per cent includes the wages.

A.—But there are so many other things which have not been incladed here in

this table, Only the wages bill has been given, and the other items have not
been given.

@-—And in jour table on page 152 you again divide the cutput b hal
and then divide it by the lofal population. s pab Ty e f

A.—Total agricultural population. 1 Yave already said ihat there is a differ-
;:cef.hnf aninion whether we should divide the gross or the net ungewlﬁa: 3:1‘:;%
o net. . i

VOL. I. ¥ 2
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—On page 154 you say: "9 per cent less commodities in 1900 and 27 per
-oen? less ifn g1911-12 compared with 18¢1."" That is, prices have been falling,
and you say that that has affected the ryei seriously.

A.—Prices have been rising. Prices would rise and therefore the purchasing
-power of money would fzll, meaning thereby that he will have less commodities.

Q.—Does he bay hia grain?

A.—Ha does not buy his grain, but he buys other things

Q.—He sells his grain, so that he would have an advantage.

Dr. Paranjpye. @Q.—The commodities that he wonld like to bny are the com-
modities barring gram. Have you found out that the prices of other comme-
dities have increased in the same way?

A.—T have given {wo tables, one for feodstufls and another for non-focdstuffs,
-on page 153. Taking averages, we arrive at 98 and 30.

The President. .—May I ask why yor take the average of six only?

A.—These form the neads of the agricultural classes—<eraals, pulses, sugar,
other articles of food, oilseeds and cotton. These are the representative needs
of the labourers.

Q.—May T pnt it to you that the index number of imported articles in 1880
was 110 and in 1901 it was 116, so that there was an increase of less than five

per cent against your 76!
A.—In any one year which you select there may or may not be a rise. I
wag only concerned with 1891, 1901 and 1911

¢.—You find a seventy-six per cent rise in cereals, pulses, sugar, other articles
of food, cilseeds and colton, all ef which articles the ryot sells?

4, —True.

@.—May T put it to you that the rise in the general index number was only
five per cent, so that he was getting a big profit on what he sold but there was
not the same increage in what he bought?

4.—He will be getting more income on account of the rise in prices. But
on manufactured articles he will be spending move.

{¢.—Now, to pass on, is it correct to deduct Governmert duea?

A.—Yes,

Q. —Are you not subsequently going to consider the incidence of taxation upon,
the income which you have arrived at!?

A.—8o much has to be paid by the agricultarist to the Government. T am
arriving at the figure which will be left to him.

Q.—If you have already deducted it, then you capnot apply the incidence of
taxation on that.

A.—Of course, if is mot for taxation purposes,

@.—And then, you deduct charges for water.

A.—Irrigation. Government is charging extra for supply of water and he has
to spend that money.

£.—Tips to Government servants?

A.—Burely it is a very big sum. It is not to the higher officers but only the
patwari and the police. .

Dr. Paranjpye. Q—You were just now saying that we should trust the
patwari to estimate large crops?

A,~These tips are usual. In Engiand you have to tip every man. In France
-yoa have to tip ten per cent of what you spend even to the hotel keeper and
motorwalas. Tip is becoming s civilised manner of bribe.
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The President. Q.—Do yon consider interest on & productive loan as e~
expense of caltivation?

A.—1Tt is an expense of tha agriculturist which ought to be deductad.

Q.—Expenses for improvements?

A.—Woells, barriers, enclosures, etc. He may have incmrred eapilal sxpendi--
tare.

Q.—When you have put the interest cm it?

A.—Tnterest on the mouey that he has spent. He might not have borrowed:
the money, He might have some savings and invested thab money in improve-
ments, Naturally no interest will be paid.

Q.—Expenses of Itigation? Is that a necessity?

A.—Tt is an expense which the agriculterist has to incar. He does not go to-
court free of charge. He has to pay stamp duty.

Q.—Is it a necessity or a lnrury?
A.—That is a guestion.

(.—You would hardly count that in any other conntfy as part of the expenses-
of cultivation?

A.—Da you think it ought to be or not? It is an item of expense. Im my
opinion it ¢ught to be included.

@-—1 do not consider it an expense of cultivation.

A4.—1It is borne on account of the profession that he is following. Thers are-
so many quarrels among the agriculturists

@ —Do you mean to say that nobody can cultivate land in this country with--
out going to law?

A.—There is this item. It may be incurred or it may not be incnrred. These
items are not universal. They may be included in the expenses of one cultivator;
they may not ba in those of another. All items will not enter into the cost im
any particular case,

Note,

The following arficles of the constitotion of Louisiana distingmish betwean
pative and foreign corporations :—

Adrt. 2}2.—Corporations, companies, or associations organized or domiciled ount
of the State, but doing business therein, may be licansed and taxed by s mode
different from that provided for home corporations or companies; provided, the-
said different mode of license shall be uniform, upon a gradual system, and said
different mode of taxation shall be equal and uniform as to all sach corporationa,
companies Or associations that transact the same kind of buysiness,

Art. 2420 —All banks, banking associations, banking corporations or bank-
mg companies, doing busiuess in this State, but domiciled in other States of the
Union or in foreign countries, who in their own name or in the pame of their
agents or representatives, engage in this State in the business of lending money
or dealing in bills of exchange exciusively, shall pay a yearly license tax of two
handred and fifty dollars to the State and like tax to the Municipal or Parcchial
corporation; and in addition to said license tax sball pay to the Siate an annual
tax of two-half per cent, on the gross interest earned on all money loaned, and
to the Municipal or Parochial corporation a like tax of two-half per cent, and
sball be subject to no other or further taxation either by the State or by any
political sub-division thereof.

P. 547 of the State Constitutions by Charles Kettieborough, Ph. D. (B.
F. Bowen and Co., Indisnapolis.) g ‘
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1.—The draft annexure omits under ¢IIT.—Statistics of Prices” 1o
mention the collection of retail prices by the Bombay Labour Office. The
Lzbour Office collects through ** Investigators " who are gazetted officers ranking
with Deputy Collectors-—retail prices of various commodities consumed by the
Bombay Mill Operalives from ghops in the mill areas. These are used for the
working class cost of living index published in the Lahour Gazette.

Prices for Ahmedabad are similarly collected as the Labour Office has an
Investigator there.

These retail price figures are of use only for the special purpose for which
collected.

The Labour Office is now engaged on an examination of the Wages and
Prices fizures of the Bombay Agricultural Department, which are available since
1889, Bo far as can be judged at present these retail price figures are fairly
satisfactory for the study of the trend of prices at one and the same station over
a namber of years. But they cannot be used to compare price-levels at one
station with price-leveis at another station. '

Crder “ IV.—Statisties of Ircome (&) Statistics of Wage-Earners  the same
cemark applies. So far as can be judged at present the figures for wages of
¢ Skiiled **, ‘* Ordinary ”* and ‘' Field Labour ** at mofussil stations in the
Bombay Presidency are fairly reliable as showing the trend over long periods.

The Bombay Labour Office bas published a Report on Wages and Hours of
Labour in the Cotton Mill Industry in May 1921, and a second Report on the
same for Angust 1923 is now in the Press. The same office is now conducting a
census of eclerieal wages and hours of labour in Bombay City, by means o% 2
questionnaire sent out to commercial firms.

I take this opportunity of saying that no index numbers for Real wages, as
opposed {0 Nominal wages, are at present possible, even for tha Cotton Mill
operatives in Bombay -City. .

Under ** V.—Vital Statistics '’ my experience of the Bombay Presidency is that
the statistics in the Deccan are very good, and also in Gujarat and the Karnatak,
m the Konkan fairly good, bt in Sind worthless. These differences depend on
local circumstapces which cannot, so far as can be seen, be remedied. he ke
to efficient vegistration of vital statistics in rural areas is the existepce o
efficient village service (Headman and Messengers). These are non-existent im
#fiind. In my opinion specially bad areas like Sind should be excluded from car
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wstimates, and the vital ststistics for such arsas deducted _approxunatoly by
proportion on the basis of the remainder of the country. This would work owt
all right except in the case of epidemics, when special allowance can be made
based on such information as is available.

2.—The term *National Income” seems to be used interchangeably
for three {amongst other) different concepts, viz.—

{1) the aggregate national preduction of tangibldfgoods,
{2) the former aggregate plus the value of non-production services, and
{3) the sum of private incomes.

Whether (2) is in theory identically egual with (3) is not here discussed. The
.public think in terms of (3) and direct taxation 1 levied on private incomes as
such.

Mr. K. J. Khambata, M.A_ (in * Wealth and Taxable Capacity of India™
by Shah and Khamhata) has defined °* National Dividend ” as the ‘‘ nation’s
materinl and tangible production in & year”, and differentiated it from
¢ National Imcome *’, which he defines as ‘‘the sum total of the earnings of
all the members of a community (including the personae fiefitiac) (p. 30)’. On
the same page he notes that in computing ‘f National Income ' in the above
sense we must deduct for double counting.

This differentiation of the two concepts is helpful, although it is doubtful
whether in “ National Income ” as defined by Mr, Khambata, and referred to
below as ¢ sum of Private Incomes '’ one should include the incomes of personae
Kctitize; and, if by ‘“ double counting ** Mr. Khambats means the allocation
to the incomes of both individuals of a sum paid by one individual out of his
income to ancther individual within unit time, then it would seem that thiy type
of double counting is, for the particular concept under comsideration, correct.

Unfortunately Mr. Khambata, after defining * National* Dividend ” in the -
above way, and finding that it gives a figure, which divided by the population,
produces an average of Rs. T4 per head, poes on to apply it in the other sense—
moking the National Dividend eguivalent to the sem of private incomes, and the
per eapita share of the National Dividend (a purely abstract concept) equivalent
to the average of Private Incomes (a definite practical quantity). (Bee p.

-of the book). He therefore seems to have fallen into the very pitfall against
which he warned his readers at the outset,

The confusion is again continued by Prof. Shah, who in his portion of the
book, on pp. 292 to 308, distributes ameng the individuals constituting the
Indian popn{)atinn the net remainder of Mr. Khambata's gross National Dividend,
after certain deductions. There is nothing to show that Prof. Shah regards
private incomes as in any way different from shares in the National Dividend.
It is suggested further down that there is no such thing as the distribution of
the National Dividend, as the nation is here a simple indivisible unit.

Mr. Findlay Shirras in his book “ The Science’ of Paublic Finance '’ has
agparent]y taken National Income jn the usunal sense of Total Gross Produetion
pluz values of Non-production Services. For Gross Agricultural Production he
wses methods analogous to those of Mr, Khambata, though there are serions
differences between their findings (this will be referred to again below).

Not bhaving production figures for non-agrienltural production Mr. Shirras
arrives at a figure for non-agricultural production pfus non-production services
-sombined by the use of a guesswork formula. It is explained that the nen-
agricultural national income in the table on p. 141 for the year 1911 is arrived
at by the formula :—

Non-agricaltural Income is to Agricultural Income as Non-agricultural Popala-
tion is to Agricultural Population. This formula is & mere assamption, which
may or may not be correct.

For 1921 and 1922 the agricultural income figure for 1921, though stated, was
ruled out of court, on the ground that 1921 was a bad season. (In passing it
may be remarked that 1911 had been a very bad season also). And the 1922
agricultural figure is used as the base for both years. The agricultural populs-
‘tion of British districts was evidently arrived at from the 1921 Censns Tables
sfter excluding from agriculture the population under Order 2 * Fishing and
Hunting ", and an arbitrary fizure out of Group 1 * Income from rent of agri-
«cultural lands '" as representing landlords living in towns, The figures so arrived
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st must have heen somewhere mear 175.5 millions for agricultural and 705
millions for non-agricultural population, since the proportion was about 40-7 per
cent of the latter on the former. On Rs. 1,983 crores 40-7 per cent produced
Rs. 808 crores, to which was added an arbitrary sum of Rs, 75 crores, making
Rs. 883 crores for non-agricultural incoms for both years.

This methed would geem to be dependent on a good many sssumptions. Mr,
ghirras then checks hi figure of Rs. 883 crores by giving on p. 144 a table
showing the ‘' approximate annual esrnings per worker " in each of the non-
agricnltural occupation classes of the cemsus. In this table we are faced with
figures which are not always even approximations from data, but simply guesses.
Mr. Shirras’ guess for the average carnings in * Trade ”* is Rs. 500 per_ worker,
and the same for ** Professions and the Liberal Arts”. Now, supposing that
this guess is only balf what it should be, the total earnings in the table would
rise from Ra. 1,019 crores to 1,519 crores, and this would invalidate the whole
argument. As a matter of fact there is reasonable ground for thinking that,
even making allowances for the fact that actual workers under Trade in the
Census table include emplovees as well as employers, the average earning of

actnal workers (Rs. 500) is too low.

The computations of Mr. Shirras are not given in full, so as to show methods
of working. In this particular Messrs. Shah and Khambata’s book is casier
to follow. But the results of both these authorities require very careful scrutiny.
For example, in the case of cattle the latter authors show National Income {rom
cattle ni/, while Mr. Shirras shows Rs, 310 crores from milk and Rs. 74 crores
from hides. And yet the method adopted for valuing production from cattle
appears to be the same in the case of both authorities. In Mr. Kbhambata's
method cattle are treated as a single item in national capital. Value of rew
stock is not countfd. as it is offset hy losses of old stock. Cost of feeding
cattle is deducted Yrom their production (milk, etc.), and the net figure taken.
Mr. Shirras’ remarks as to his methods {p. 138) are not at all clear, but it
would seem that the above is approximately his method also.

Even in the actual computation of the gross outturn of milk thers seems to
be an amazing difference, since Mr. Shirras shows Rs. 310 crores in his Table,
while Mr. Khambata’s figure (table on p. 147 of his book) is only Rs. 130
crores, although Mr. Shirras’ figure is for British India only and Mr. Khambata's
for the whole of India.

My. Khambata's * National Dividend”” is the sum of gross production,.
less amounts required for replacement of capital. Prof. Sbah in the second part
of the book teﬁqes Mr. Khambata's gross production figure and arrives at a
Net National Dividend by deducting certain charges. .

Accepting Mr. Khambata’s principle of excluding services it is suggested
that exports and imports shovuld not enter into the computation at all, since
for every export or import there i3 a corresponding exchange of equivalent
money value. Here we see again the difference between National Dividend
and Sum of Private Incomes, since the importer who realises a profit on his
imports, is only realising that profit from members within the naticn. Thera is
simply a transfer from one individual to another.

In this matter Prof. Shak’s method is open to question ipasmuch as he {om
pp- 205, 206) debits against National Dividend not only the retailer’s profit on
imported goods but the middleman’s fees on exports. DBut the retailer and the
middleman are just as much cells within the living organism, the Nation, as are
the consumer and the producer.

Again Prof. Shah would seem to have wrongly debited the cost of CGovern-
ment stores purchased in Kurope. These are homologous with ordinary imports.
There is no loss to the National Dividend thongh there is a loss to the Sum of
Private Incomes (by cutting out the potential profits of India Manufaeturers).

It would seem however to be correct to add io or deduct from balance on
the tolal of all charges such as freights and interests on foreign investments,
for which nations are as against ove another debtors or creditors.

Replacement of capital would seem to include replacement of plant, provision
for seed grain, and feeding charges for cattle. The latter has already heen
referred to. The total of cattle in the country is regarded as a constant
capital item, and the feeding charges as replacement of that capital.
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The average per capite share of the National Dividend ‘n the abuve sense is
& mere abstract concept, though possibly useful both for comparison with the
data for other mations and also for measuring the total amount of taxation.

It is suggested that there cannot be any such thing as a diatribution of the
National production gmong individuals. In this comcept there are mo such
things as individuals; the natien is the umit.

The “Sum of Private Incomes' is a different concept altogether. “‘Income’
is here used in its ordinary popular or domestic sense. Each individual income-
receiver—or perhaps preferably each family—is a distinct wnit. If one individual
ont of his income pays a sam tc another individual within unit time (a year)
it must be counted to the incomes of both.

The arithmetic mean is here the worst possible type of average to mnse
becanse it allows a comparatively small number of observations in the high value
classes to obscure the most frequently recurring type, just as the £1,000
cheque in the Church offertory (to quote the classic example) raises the average
offering to a figure which bears no relation to actual facts.

.

Nor is the per capifa value for private incomes a measure of much nsefnlness.
No householder thinks in terms of the average of his income when divided by
the number of persons in his family, irrespective of age. Nevertheless the per
capitz values of private incomes have been so frequently stated thai it is neces-
mary to use this form of average, in spite of the ever present danger of its being
confused with the per capita share of the National Production.

We have therefore to present our individual incomes grouped into classes
with convenient class intervals. The frequency distribution arrived at from
the material, whetlher with the family or the person as the unit, is a guide to the
wealth or poverty of the country and its different classes, especiailly when com-
pared with the minimum subsistence level and other arbitrary lines which can
be fixed by empirical methods {theoretical budget).

It iz not for a moment suggested that the '* SBum of Private Incomes™ is
a term which has any concrete meaning. On the contrary it is just as abstract
a concept as the *‘ share” of the National Income. Yet both these values arer
ascertainable if sufficient data are available. They are abstract concepts, but
not meaningless like the term ** distribution of the National Income ',

4.—Each local Government might possibly make wuwse of calculating
machinery, For instance, if each birth and each death were put on cards, a
good deal of rapid tabulation conld be donme. The cost could be partly met by
reducing stzff in other offices which now tabulatc their figures by hand.

5.—In India, where most of the production is by artisans and others
in villages, a census of production would be as formidable as the population
census. It is perfectly feasible, but would be very Ilakorious. Besides, the
common people would certainly believe that its object was to tax them.

A census of prodaction for village artisans based on sampling, applied to tle
census occupation figares is also %e:lsible. Samples carefully taken might be
better than a general census carelessly taken. This sampling wounld cost almast
nathing as it would be done by the Revenue establishment. Tabulation would
have to be done by special staff.

6.—There is no objection to an “Enabling Act”. The main reason
why the Bombey mercantile community wanted all-Tndia Legislation is that the
Bombay Government cannot apply compulsion to imperial departments such as
Posts, Telegraphs and State Railways, and these departments are very big
employers of labour.

8 ~—The Boembay Labour Office Report on an Enquiry inte ‘Working
Class Budgets is a study of standard of living of the mill-hands. The Adetajled
tables enable the incidence of all indirect taxation on this class to be studied,

A similar enquiry into the standard of living among clerical and other middle
class families on fixed income is being conducted. Tabulation iz now going on.

Appendix W to the Bombay Census Report does not enable the incidence of
taxation on different classes to be studied.

The only method I can suggest is the collection of Family Badgets.
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We require, it is suggested, two types of budget-—(1) a simple one analogous
to the form used for Appendix W--Bombay Census Report in order to ascertain
the frequency distribution for values of private incomes—and {2} a detailed cme
in order to arrive at the standard of living (theoretical Ludget).

Very detsiled budgets are best collected by trained agency and the Revenue
« establishment (higher grades) would have to be utilized.

The simple form could be collected, as at the Bombay Census, through
Honorary correspondents recommended by Colleetors and Deputy Commissioners.

The simple form can le tabulated by machinery, the detailed form not.

Mr. Sedgwick gave oral evidence as Tollows ©—

The President. (.—You are the Head of the Labour Office in Bombay?
4.—1 am officiating temporarily as Director, Labour Office.

@—You conducted the last Bombay Census?

4.—Yes, :

¢.~—You liave been good enough to examine some of the questions in the
draft guesticnnaire. Would you please give us your replies?

{The witnass read out his Answer to Question 1.}

¢.—Your investigators do mot correspond to the price reporters in England.
Is there in the Bombay Presidency another class of officers who report on prices?

4.—It is noted in the draft Arnexure that prices are collected by mamlat-
dars in the taluks. Those prices are reported to the Director of Agriculiure.
The Collector of Bombay also collects prices independently of ws. The Agricul-
tural Department however have, I believe, a man or men who go round and ins-
pect the waiit of the mamlatdars. The Collector of Bombay has a man who is
called prices clerk, People oceasionally write to the Collector of Bombay to
find out current prices for estimating the cost of feeding troops and so on. Our
figures and his figures do not always agree, because he vollects them from
diffcrent sources. We collect the prices of particular commeodities from those
very shops from which the working people huy them,

Q.—1 take it that the prices collected by your people would hardly he of any
use for the purpose of estimating the wealth of the country?

A.—They are of use only for the special purpose for which they are collected,
pamely to estimate the cost and standard of living of one particular community.

Q—With regard to the reliability of our vital statistics does your Health
Department find that the patwaris' figures are of any value for the purpose of
vaccination and so on?

4.—Yes, undoubtedly. The ordinary Vaccination Inspector poes to a village
in the Bombay Presidency proper, and the first thing he does is to call for the
Register of births, in order to find out if there are any children who are not
vaccinated. In a few cases where he observes children who are not entered, he
gets their names entered as births.

@.—Does your Director of Public Health review the birth and death returns?
A.—He publishes an znaual report every year.

(The witness then read his Answer to Question.2.)'

Str Percy Thompeon. ).—I wouid like to ask you certain guestions with regard
to your answer to Question 2 especially in the light of the remarks made in the
Assembly regarding an economic inquiry into the average income. The first
thing T want to ask you is with regard to the estimate of Mr. Kbambata. Assum-
ing that all his figures were correct, would be really be able to get a figure which
would be useful from the point of view of taking the average income if he divided
the gross figure not by the total population but by the total namber of people
engaged in producing, that is to say, leaving out people who are performing
services and who do not directly aid any production.
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A.—1: is a perfectly reasonable measure, though I cannof express an opinion
on its interpretation.

Q.—I was just wondering if that is the exiunt of the method which Mr
Khambata bas reached. Supposing you transport to-morrow all the penple
are performing services, which do fiut aid production, to thg: Andaman Islands,
#0 that there are ro doctors and people of that type left in the country, and
then you take the total production and divide it by the number of producers in-
cluding their dependents, would veu then get a figure per capriia? What I mean
to say is this, Youn have got 250 million producers ineluding their dependents
and they produce so many tons of stuff which is sold at a certain price. If
you take all these people tugether, then there are so many tons of stuff available
for consumption and therefore the average amount available for consumption
per capsia is so much. But Mr. Kbambata .does not take that view. He divides
it by the number of total population. He gets the net income after everybody
has paid for the average number of services.

4.—I think what he gets is a purely mathematical abstraction.

Q.—Supposing there arve three people in the State. Two are producers and
one performs services, The twe producers get respectively Rs. 28 and Rs. 2
Would you not say that the average income of those two producers was Rs. 157

A.—7T should say that the average amount produced was Rs. 15 in value. It
has nothing to do with income. They might have other sonrces of income.
‘Where does the third mar come in?

Q.—I am taking the total produce which would include income from other
‘sources also. The whole fund available for distribution is Iis. 30. The two
people engaged in producing it get respectively Rs 28 and Rs. 2. Would not the
gverage income he Rs. 15, f.e., divided Ly 2, or would it be Rs. 10, ie., divided

y &7

4.—Has thal method been used by economists?

Q.—J do pot thipk it has been, But swrely the method suggested by Mr,
Khambata is a departure from that of evervbody else. 1 want to see to what
extent it is a departore.

{The Members further discussed this point amongst themselves).

In the end the witness said that the equation put forward by Sir Percy
Thompson, namely, praduction divided by producers isiegual to prodamction plus
services divided hy the total population might possibly he correct. Tf it is &
correct proposition then it world be a check on any estimates that may he arrived
at as to the average value of the private incomes arrived at by family budget
methods,

Dr. Hyder. Q—1I do not think it is fair to ask you about somehody else's
estimates, but here iz a thing which I do not understand at all. I suppose by
ersonqe fictstize Mr. Khambata means corporations. How ean he include the
wncome of corporations when he hes already made a reckoning of the sum total of
the earnings of all the members of the coumunity, This is counting twice over?

A.—That is what T thought. But I am not sure what are the personae
fictitige of Mr. Khambata.

@Q—The incomes of Corporations resolve themselves ultimately jnto the in-
comes of individuals. If you have counted the incomes of individnals, I do not
see how you are going to count the incomes of Corporations?

A.—1 personally agree with you in that point.

Q.-I can imagine that in the case of an educational institution and hospitals
you can count their incomes bat in the case of commercial corporations you cannot
do so because they do not have incomes which are apart from the incomes of the
people. One more question. It has been suggested in your written answer ta
Question 2 that there cannot be any such thing as a distribution of national in.
come among individeals. I accept that. But don’t you think the sum total
of the incomes of the individual labourers would equal the share or proportion

-that goes to Iabour?
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4.—If in the case of certain individual classes of the population they are-
paid the sxact amount of their prodaction the sum ef their private incomes may
be exactly equal to the share of the national dividend in Mr, Khambata's sense.
This might Lappen in special cases, for instance, a particular class of village:
artisan prodacers who sell retail. N
(Question 3 was not answered).

{Answer to Question 4 was read),
{Answer to Question 5 was read).
Q.—Is there a village revenue esiablishment?

A.—Yes. We have such village esiablishment right through the Bombay.
Presidency. (I am speaking of course only of the ryotwari tracts). You can
always measure any phenomenon either by compleie enumeration or by sampling.

Q-— How is the revenue staff going to take a sampling?

4.—The village accountant wonld generally be called upon te do this. He-
would be asked to find out, for instance, the value of the goods produced by one
or more individual village potters in a year.

Q.~That would be the means of taking a census of handicrafts?

A.—An estimate of production from handicrafts. The big industries always-
publish their figures.

¢.—Don't you come across in every one of the calculations in the published.
books that we are discussing quite a numher of points in respect io which yow
have got to make an assumplion?

4.—Yes, various factors enter into the computation, and some must be esti-
mated from assumptions.

@.—Take cattle, for instance. How can you arrive at any figures of the cattle-
of the country?

A.—I do not consider that we want to arrive at the value of the cattle in.
the country beczuse cattle are a constant capital item. You can oaly arrive at
the annual produce. In the Bomhay Presidency we have got the Quinguennial
Cattle Census, the figures of which must be used in the absence of any other in-
formation. The Agricultural and Veterinary Departmenis would be able to give
You the output per head. They have got their owu dairy farms and bave had
Indian cattle under cohservation for many years.

@-—How would you enumerate poultry?

A.—We could not enumerate them.

Q.—We have, for instance, been given the estimate that you have 12 eggs. -
per village per day?

4.—~1 do not know if anybody bas 3o far arrived abt an estimate of that
nature, but it should not he impossible.

@.—Then take another thing, namely hides and skins. How do you arrive-
at the value of what is locally consumed?

A.—It does not matter whether hides are locally consumed or exported, They
ge into gross production. I should say that it depends upon the number of-
catlle, the figures of which you bhave got, and the aversge length of life of an
individnal animal

¢.—Is it not your cxperience that there are many millions of eattle in this
country that are never expected to give milk?

4.—Yes; they are largely kept because they are not to be killed. In some -
ports of the Bombay Presidency the cattle are private property only for a part
of the year. For the rest of the year, thev are turned ont in enormous hordes.
They come home again when the rains begin. Dut formule econld be arrived at
for making allowance for cows that are not giving milk.

(Answer to Question 6 was read),

I.MQ.-;—Yom- Bill provides for collecting prices only from larger employsrs of”
ur ?
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A.—Wae pet the wages of the ordinary labourers from the Agricultural De-
:partment, They record them every month. The Bombay Agricultural Depart-
snemt yeceives them from the various mofussil stations. The monthly figures of
wages of ordinary labour (both skilled and field) can be relied upon. They can
be used for the purpose of showing ihe trend of changes in wages over long
periods, The mamlatdar or his cleric gemerally puts down what he knows from
his empirical experience to he the raie prevailing at the time. I do not think
he will be far wrong. They have to submit them every mounth to the Agricultnral
Department, The Bill was to cover all employers of labour empleying more
than “ persons.

@Q.—That would compel them to give the actual wages?

A.—I have not got a copy of the Bill here in the form in which it was pro-
‘posed to refer it to select committee, but it was provided that information may
be obtained on certain definite heads and from certain definite classes of persons,
.e.g., from employers of labour as defined in this Act, information relating te
wages and hours of labour and so on. It was left open for the Government
.Btatistician to decide what Industries to call upon for returns and when.

Q.—Have you any views as to how a wages census should be compiled?

A.—The Bombay Labour Office made a complete census of wages and hours
-of labour in the cotton mill indusiry in the Bombay Presidency twice, once in
‘May 1921 and again in August 1923 A form was given to each employer to £ill
in. I can show you the form used in 1921 (Here the witness showed a form
to the President).

Dr. Hyder. Q.—Is it the same as the English form?

A.—T don't think it is the same. Our form was prepared to snit local condi-
tions in this special indSstry. The English form may have heen used as a guide,
Qur census related to the working of the mills in a given month, and we obtained
figures once in May 1921 and again in August 1923. We also made full allow-
ances for holidays; and on the second occasion allowance was also made for
shsenteeism, which had not heen made in the first report.

Dr. Hyder. 9.—Was it a normally busy month?

A.—Most months are normal. They do not vary much in the Bombay Mills
‘But August was chosen on the advice of the millowners.

The President. @Q.—Then we pass on to Question T.

A.—1 have not answered Question 7,

Q. —Question 8.
{Answer to Question 8 was read).

~ @Q.—Can you give us any idea as to how von would divide the population
with reference to the taxes which they pay?

A.—Occapation division is the only thing that I can suggest for the moment,
I mean taking the census occupations in their broadest connotation.

@.—The poorest classes pay the salt tax, the cotton duty and a certain numsn-
ber of customs duties, I take it?

A, ~-Yes.

@.—When you get a little higher, they pay the municipal tax?

4.—Yes.

@.—When you go little higher still, they pay the income-tax?

A.—Yes. But it is open to question whether the lowest classes in cities do
not pay some municipal taxation indirectly by paying higher remts to their
Jandlords.

Sir Percy Thompson. Q.—Are honse-taxes paid by landlords in Bombay?

A4.—Yes. They are assessed on the landlords. Of course, the lowest classes
slso pay a good deal of the excise in the form of liquor eonsumption.
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The President. Q.—Would you count that in assessing the burden of taxation¥

4.—That 15 a problem, I would rather not discuss,

Q. —Do you think it is practicable to get sample budgets io show where par
ticolar taxes are hitting particular classes of people?

A.—You mean a theoretical budget, or an average budget for a given class?
I think 1t would be feasibie, hecause the population falls fairly definitely under
ceriain particular classes.

Q. —And the taxes fall definitely on particular classes?
4.—That will have to be ascertained from the theoretical budge:.

Q.—You can allocate the land-tax and the income-tax, the salt tax and one
or two things. ‘Ihe only thing you would have to divide up would be the Cus-
toms. Do you think it would he practicable to divide that up inte necessaries.
and luxuries?

4.—I have not got the Customs Schedunlte before me. If the articles which
are produced locally and those which are imported are taken into considerabion,
you could never distinguish, however detailed yvur budget was, between the con-
sumption of one and the consumption of the other. There must be some com-
modities which ave bhoth produced locally and also imported with a charge of
costoms  duty.

@.—In which case the price of ihe locally-made article is raised to that of the
:mported article?

4.—Not always. Can you suggest any particular commodity?

Str Percy Thompson. Q.—Paper?

A4.—Yes, thera is a certain amount of paper praduced locally. But it will
come into the family budget in the miscellaneous group under the head of stamps,
postage and spatlonery, and it will be quite impossible to say in the case of any
class whether they use exclusively home produced paper or imported paper or
half and half. I don't think you can arrive at the exact distribution of customs
duties.

@ —Could you take your Customs tariff and say thai certain items affect the
poorest classes and the rest do not, and therefore the proportion of the customs
revenue which should he divided among the whole population is such and such?

A.—7T think it will he somewhat difficult to do so with certainty,
@ —Could you say what is the expenditure on salt in a working class budget?

A.—The percentage distribution expenditure on salt in the Labour Office:
Enqguiry into Working Class Budgets was 0-39 of the total expenditure. :

Q.—In comparison with that, what is the expenditure on tobacco?

4.1t is 3-44. That includes tobacco used for making biri= and tobacco used
for chewing.

Q.—Do you think it will be practicable to replace the salt tax by a tobacco
tax?

4.—I do not know what the praoduction of tobacco is. I have not gone into the
question, It depends on the amount you would have to put on on every mannd
of tobacco produced.

Q.—Supposing it were practicable, will it from the point of view of the-
working classes be beneficial to tax a luxury?

. ATt would not in this case, because the percentage of expenditure on tobacce
is 3-44 (though this includes the leaves wrapped round biris) while the expendi-
tare on salt is only 0-39. This was at the prices prevailing in 1921-22. The
percentage of expenditure woald. of course vary slightly according to the varia-
tion In prices.

Q.—Do these family badgets give any forther indication of the amount of ex-
penditure, for instance, liquor?

A.—~Liquor was 4-14 per cent.
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Dr. Hyder. @.—Your figures Yelate to Bombay mill-hands and I suppose they
don’t relate to the general conditions of the country as a whole?

A.—Yes, the figures relate only to the Bombay mill-bands, and 1 imagine
the budget distribution of labourers in the couniry would be very different.

The President. ()—In arriving at the average income what statistical method
did you use in your Census Report?

A.—In Table I of Appendix W to the Bombay Census Report I showed the
frequency distribution of per capita per annum income values with the family
as the uwuit by class-intervals. In the body of the Appendix I stated only the
most frequently recurring values as an approximation, namely——Presidency pro-
per, urban Rs. 100; rural Rs. 75; Sind, urban Rs. 140; rural Rs. 100. The
average in the usual sense of the arithmetic mean would necessarily be consider-
ably higher than the most frequently recerring type, as shown in paras. 32 and
33 of the Appendix.*

Dr. Paranjpye. ¢¢.—As regards your Table for the Konkan, I think you pro-
bably omitted the item of remittances from Bombay, and that is why your
income figure for the Konkan appears so low, because a large numher of people
go to Bombay from the Konkan, and make remittances from Bombay to their
homes.

A.—Tt is possible. But in the form which was used for these family budgeta
each cotrespondent had to put down the income of all the members of the lamily.
My impression is that my correspondents.would not have selected a family the
head of which was in Bombay.

Q.—Under *‘Other Compulsory” and ““Other Voluntary™ expenditure (which
includes Traveiling) you will see the figures ave somewhat larger in the Konkan
than in other places, Don't you think it is due to the expense on travelling to
and from Bombay?

A.—Tt may be possible, but I think the Konkan people are genminely poorer
than those in the rest of the Presidency. However the lower Konkan incomes
may also be due to errors in sampling {mn the statistical sense).

(3.—The people are poor, but they make up for it by their work in Bombay!?

The President. Q.—May I come back to Customs? There is the Import Tariff.
There is an attempt to divide up the duties between the two different classes.
The first one is the avoidable and the second is the unavoidable. The idea is
that the unavoidable hits everybody, while the avoidable hits a limited class.

A.—What is avoidable in one class of sotiety may be unavoidable in ancther.
For instance, a motor car is unavoidable to certain classes of people,
and that is where the standard of living comes in. Taking the
case of tobacco, cigarettes and Airiz, 1t means that, to find out the
cost of living of our working classes, you would have to go down
to the minutest detail in every given case, and we will have to see
whether the cigarettes a family uses are made in India or in Europe, whether
the tobacco nsed is eaten or smoked. It will make the task much more elabo-
rate, and I do not think it will be practicable in all cases.

Q. —Would it not be practicable to say that the tobacco tax and the salt
tax hit the whole population and the total of the salt tax is so much per head,
and that imposes a burden to the extent of so much on everybody?

A.—You assume that it hits the peor man as much as it hits the rich man.
We can get the percentage distribution expenditure on salt from the middle
class family budgets, when available, as we de from the family budgets of the
working classes; and presumably if everybody eats the same amount of salt,
it will represent a very small fraction indeed for the middle classes, But salt is:
an easy case to take, The difficult case is to find out whether any given com-
modity is imported or home produced.

*Witness communicated by letter that, taking the mid-class valne of Class I
in Table T of Appendix W to the Bomhay Census Report as Rs. 20, and the
mid-class value of Class XVIII as Rs. 900, the arithmetic mean per capita per
annum income values of the families worked out as follows :—Gujarat Rs. 125-3,
Konkan Rs. 98-3, Deccan Rs. 135-4, Karnatak Rs. 136-0, Bind Rs. 194.0.
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Q.—Ot the articles that are consumed by the poor people
the principal ones are cotton goods and kerosene ¢il, and both are
4axed. Is it possible to arrive at a figure per head of {he population and how
the tax on these affects the poor man?

A.—Tt is possible in the case of kerosene cil, but it would be difficult to find

ont the figure in regard to cotton goods, because clothing jucludes s number of

different. items.
Q.—Would it pot be sufficient to say that the customs duty oo clothing
amounts fo such and such a figure, the cotfon excise duty amonnts to snch and
sach? These two logether give something per head of the whole population.
The poor man’s taxation items come to so much with the result thst be would

pay the same per head as everybody else!

4.—He would not in the case of clothing.
@.—Not if you confined your calculation to the coarser classes of goods?

A.—If you confined it to the very coarse classes of goods, the poor man would
grobably pay more than the higher classes, but it will be very difficult by means

of family budgets to go into such minutim as that.

@>—Could you not get from the family hudget the amount that certain
classes pay as a tzx? If you can get that, them yom will arrive at the

-distribution per head of the class that pay a particular tax.

A.—I think the eollection of family budgets would go a long way towards
approximating some distribution of that kind. I should hesitate to say that it
can be got ont exartly. i will certainly enable us to know certain salient facts.
It would be of the greatest importance to show whether the quantity consumed
per head in the higher classes is the same as the quantity consumed by the work-
ing classes. Bat T am referring now to the second rlass of budgets mentioned in my
written answer. And the collection of detailed budgets is an extremely elaborate
thing. We maintain three Lady Investigators to collect these buduets. They are
paid Rs. 150 per mensem each. A pood worker can get about 5 budgets in a week.
8o you will have to keep a hig establishment if you wish to get detailed budgets
from the mofnssil on the same seale as for Bombay. You cannot have a specially
trained staff for the present. You will therefore have to rely on Government
servants such as the tahsildar, who would be abile to collect them through his
sulordinates, but he would be responsible for them.

@ —Would you get reliable information through the agency of these tah-

-gildars. .
4.1 should think so. After all the filling ap of a family budget, though
it is a laborions thing, does not require any technical knowledge.

Q.—Is there not a great tendency to show excess of expenditure on imcome?

A.—That is always the case. If the expenditure is more than the income,
the Investigator is called upon to ascertain the cause and if no cause can be
asgigned the budpet is reiected. The same remark can apply to s budget col-
lected by the tahsildar. You will have to warn him at the very outset against
this danger.

Dr. Hyder. Q.—I read this mornine Appendix W to the Bombay Census Re-
port. One point is that it is very difficult to calculate the position of greatest
density, because if your income classes are arranged differently, .the position
of the mode would bhe different. Tf the unit, instead of being niade equal units,

say Rs. 25 units, were made smaller?
4.—If yon group the abservations into classes, you do that for convenience,

and the larger your total sample, the smaller yon can make your class intervals
and yet produce a smooth curve. There is no absolute criterion for fixing your

<lass intervals. You fix it for convenience.
@ —If the classes were arranged differently, do you get th iti
mode quite different? 8 ¥ ou © position of the
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A4.—You bave to try different arrangamenta of class intervals in order to see
where the mode lies. Moreover, if you smooth the curve you can reduce the mode
40 an exact figure. If you have a continuous series and not a discrete geries,
the mode iz an exact mumber.

©Q.—As regurds the samples collected by Mr. Chitrso, do you place reliance
on them?

A.—Yes. .
{).—The area was a purely rurzl area in the Carnatic, I think.
A.—Yes.

Q.—In giving the number of families which do nat pay taxation, you say
that out of 202 families 62 pay no taxation, and then you specify the number of
famities which pay different perceniagez on their income. This is for a purely
agricultoral area and don’t yom think that it is too much ta say that there will
be 62 families paying no taxes?

A.—T do not think so because of the agriculiural labourers. 1 think I have
given the occupations in the case of Mr. Chitrao’s return. One.counld pick out
the occupations which pay no taxes. (After looking into the Censas Report).
All except those that are included under agriculture will not pay taxes, namely,
sheep rearing village servant, trade, priest and begging, begging, labour,
artisans, artisan and labour, labour and trade, prostitote—all these would not
pay taxes. These come to 64 families. Taxation only means direct taxation. I
should not have thought that in a village of 202 families there wounld have been
less than 60 that paid no taxation.

@.—One other point. In your gbfinition of ‘‘income” yom say that income
means net income after deducting the cost of cunltivation, business expenses,
etc., but not taxation which is provided for under expenditure. T would like
to know how your people caleulated the cost of cultivation.

A.—I do not know how they calcnlated it, but I can say how I wanted them
to calculate it.

Q.—What things are included in the cost of cultivation?

A.—Labour on the fields, provision of seed and such proportion of the main-
taining snd upkeep of caitle, carts and so on as is dome only for the sske of
cultivation, for instance, bullocks used entirely for ploughing. These were all
to come under the cost of cultivation.

@.—Labounr hired as well as the labonr of the cultivators themselvesa?
4 —Hired labour, yes. But so far as the labour of the cultivators thermselves

goes, I would not personally count that ss assessable in terms of money as cost
of cultivation.

The President. Q.~—May 1 try to sum up the resnlis of this discussion? As
regards the general estimate of the wealth of the country as a whole, do yon con-
sider it is a thing that should be made?

A.—Yes, I do.

Q.—For what purpose!?

A.—For comparing the production in India with the production of other

countries, and I suppose from your point of view for the finding out of what
proportion the total taxation levied bears to total prodaction.

@.—Is it a constant or a variable figure?
A.—That is for you to decide.

©Q.—Granted that it has to be made, how would you suggest it should he
made if you were in charge?

4.-~1 shoald use the same method that Mr. Khambats has used after con.
sulting the experts in the various lines of production, and I have suggested in
my written notes that you might supplement it with an estimate of production
for village industries—the predaction of arlisans—arrived st by sampling.

¢.—That iy only a proposal for filling up one of his assumptions. He as-
fumes 4 annas a day.

A.—I should scrap that entirely and proceed by a method of sampling. As
3 matler of fact, thal particular figure I belisve to be ever me muchphg low,

YOL. L. »
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Q.—-Bnt, generally speaking, you would consider that something satisfactory
can bhe arrived at by pursuning those methods.

‘A.—1 do not see any other possible methotls to pursue,

@.—You would not consider it advisable to incur the expense of a complete-
census of production and wages census conducted by a special staff?

A.—A completa censns of production, as I have pointed omt in my note,
would, baving regard to the character of production in India, practically be as-
big a thing as the general population census which cost in the Bombay Presi-
dency alone over 5 lakha.

@.—You would not consider it worth while to take all that trouble.

A.—I would not consider it worth while, especially for this reasom, that in.
& gomeral census of production, your production figure is bound to be biassed
on the lowsr side whereas if you take only a series of samples carefully taken-
by selected men and careiully checked, you may be able to get correct figures.

Q.—As regards an estimate for our own purposes, what we have to con-
sider is not only production but distribution. Can you give us any help as to-
the method by which we should arrive at the guestion whether each particular
class is paying its fair share of existing taxes?

A.—-1 would only suggest the collection of family budgets, but I do not.
know who is going to collect them. Whether the Government of India will
collect the budgets through the officers of Local Governments I do not know.

éovernments would collect them if the Government of India asked

‘Whether Local
them I do not know either. I think the Government of Bombay would, because-
they have in existence an office which could tabulate the figures.

¢.—Can we arrive at any sort of general picture by using such intensive
inquiries of that sort as have already been made?

A.—I do not think so, personally. Most of the intensive inquiries relate to-
particular communities in particular iocalities and are mnot generally applicable-
to the whole population. The family bndgets collected by me in the census,
which we have been discussing to-day, were collected entirely as a parergon. I
had to keep down the cost. I had a comparatively poor staff to tabulate the
resnlts and the district officers were not able to take very much interest in the
matter. They recommended the names of certain correspondents and left it to-
me to correspond with them. The men who worked for me were all graduates
I have not got their names with me now, but Dr. Paranjpye knows a good many
of them by name. We cau get the same type of persons again. But it wounld
be a question who is going to organise and tabulate. I do not kmow if the Gov-

ernment of India want to de it

Q.—We want to know what is the best thing to recommend to the Govern-
ment of India apart from what they want. The question is what is the best
way of arriving at it.

A.—My own suggestion is to coliect a very large mamber of simple family
budgets—so simple that they can be tabulated on Power’s tabulating machinery
—in order to arrive at the distribution of private incomes for particular occu-
pations and at the group distribution of expenditore under certain heads, be-
canse, even if yon have not got the very detailed items on which the amounts
are spent, still if you can give the group percentage expenditure on food,
clothing, fuel, rent and sundries, the ordinary five heads, you can tell pretty
well whether any class is or is not favourably offi If a particular class is
really poor, the percentage expenditure on food alone will come up to a very
high figure. In the extreme case a man will spend the whole of his money on-
food rather than starve. I suppose that in the case of the poorest begpars 95
per cent  at least of their.income is spent on food. If you analyse this very
large mass of family bmdgets by occupations and find that in onme occupation
people are spending not more than 45 per cent of their total expenditure on
food. you would know that they were very well-to-do. The second desideratum is
to get a few only of the intensive budgets in order fo arrive at a theoretical
budget for normal subsistence for each particular class. Tn the case of the
poorest’ class it becomes equivalent to the minimum of subsistence, but for the
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trading community-—the ordinary trading community, excluding from considera-
tion very big employers of labour or big commercial concerns—you wounld have-
1o fix the theoretical budget not as low as the subsistence minimum bot at the
minimom which they required to keep up their standard of living, which
wonld Le ascertained from the budgets collected. It is only a question of who
is poing to pay for tabulation.

©Q.—Would not the fact that the inquiry was made for the purposes of taxa-
tion inguiry be apt to colour the results!?

A ¥ might, T admit. Bot I thiok if you get the right type of men work-
ing at it, it wounld not.

@.—Yon don’t really mean by ‘‘good men” well paid men?

4.—1 woald not pay anybody anything except for tabulating the results.
These honorary workers that I had were not paid a single pia. Tabulating carn
only be dome by a paid staff. T suggest thet these simple budgets be collected
through houorary correspondenis and the intensive bmdgets through the revenue-
astablishment and they need not be paid anything extra for collecting them.
They would do it as part of their duties which are from time to time put npon.
them., They might find it amusing. Some of them would rather enjoy it. After
all, if yoo ask any particular lahsildar for hndgets for the middle classes, defin-
ing the middle classes, he wonld probably start with his own. Then he would
probably ask his head clerk and one or two leading traders,

Q.—What is your experience of budgets prepared by officials in that sort of
way in connection with the salary inquiry? Did anybody show an income i
excess of expenditure!?

4.—You would warn them against that. Yom will say that budgets would
not be accepted if income did not cover expenditure unless reasonable explana-
tion was given,

@.—Abont the pgeneral scheme of statistics, we have been told that the-
Director-General’s Office is merely a compiling office.

A.—Yes.

@ —Yours is an office of gnite a different class?

A, —We collect our own fignres,

Q.—And undertake to explain them and be respounsible for them?!

_~d.—Yes. But we also examine other people’s figures. For instance, in our
inguiry into agriculteral waﬂges, we were working on malerial available in the
Director of Agriculture’s office.

Q.—If you were asked to advise upon methods upon which the statistics of
India could be improved, especially statistics relating fo wealth and taxable
capacity, can you give us any lines on which yon will proceed?

A.—X do not think we would have information available in our office in
Bombay to enable us to give an opinion of that kind. We conid advise about
such statistics as actually come under omr motice. Im the Labeur Office we have
no information, for justance, as to how they got their figures of production of
agriculture in Benpal. We bave no experience of Bengal.

@.—1Is it nat desirable that the general statistics should be capable of explana
tion and defence just as yours are? :

A.—Yes. Any figures that are produced should be explained and should be
capable of defence.

N Q';--Wou]d an office of your type in diflerent provinces he able to effect
that ?

4.—T strongly believe that every province onght to bave a boreau of eco i
statistics. Even the Labour Office in Bombay is not officially recogni:;dma):;m;
general bureau of econm_nic statistics. We are supposed to colleet statistics only
relating to certain particular aspects of the economic life of only one sectionr
of the people. Only, every now and then, we spread our net a little wider. The-
Labour co is gradually developing into a Buoreau of Economic Statistics.
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Written memorandum ot Prof. Vakil,

A Scprmz ror ax ALL-INpia EconoMic Enquire.

1. The existing material in the hands of tha CGovernment, though valuable,
is defective. Compilation of available figures in a suitable form will mean an
extension of the existing estimates of the wealth of India. The details of the
estimates made by Government in 1881, 1901 and 1911 are not published. Along
with the non-official estimates which are availeble, if these are published, the
defective nature of such caleulations will be easily seen. They are guite im-
portant in themselves. But they are bound to be mere averages based on
.defective statistics or even guess work. A correct idea of the real economic
condition of the people cannot be obtained from these estimates.

2. What is régquired is a first hand investigation in a sympathetic spirit on the
spot in the remote villages of India and also in the industrial centres. The
pearest approach to such an inquiry was made by Government in 1886, This
inquiry, known as the Dufferin Inquiry, was, hmwever, treated as confidential
and not published. At this time, when there is a universal demand for an
Economic Inquiry, the Government should at once publish in the first instance
‘the details of the earlier caleulations referred to above as well as those of the
Dufferin Inguiry.

3. The ideal inguiry would be to make an economic survey of each of the
‘thousands of Indian villages and to correlate the facts afterwards.

This may mean considerable time and expense. The next best thing would
be to be satished with a larger ares as the unit of inguiry, e.g., the Talug.
It would oot be proper to take a still larger area as the unit.

I say this with experience of both kinds of inquiries. One of my students
has recently made a detailed economic survey of a village in the Konkan under
my guidance. This was accepted as a thesis for the M.A. degree by the
Bombay University and was highly praised by the sxaminers. This is in the
“press. .

I was a member of an Economic Inquiry Committes appointed by the Gujarat
‘Branch of the Bombay Central Co-operative Institute to investigate into the
sonditions of the Pardi Talug in the Burat district. The Committee toured
in the Talug in May last; the report is being drafted and will scon be

available, .
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The Organisation of the Inguiry.
4, The following organieation may be suggested :—

{a) Thers should be an All-India Commiitee finally responsible for the
whele work.

(0) There shonld be Provincial Commiitees to co-ordinate the resuits of
the inquiry in each province.

{¢) Below these there should be Divisional Commitiees. The division
need pot be the same as the existing revenue divisions. Those
districts whose economic life is likely to be common in some
important manner should be grauped as divisions.

(d) Below these shounld be District Committees ;
{e) and the Talug Commitiees.

{f) Towns and Cities which are centres of industry other thao agriculture
; should have separate committees,

The Composition of the Commitiees.
5. The following composition may be suggested :—

{0} The Taluq Committes may consist of three members :—{1) non-official’
familiar with the conditions and people of the Talug; (2) non-official
belonging to ancther district, but speaking the same languaga; (3}
an official belonging to the Co-operative or the Agricultural Depart-
ment.

The agency of the Revenue Department to be at the .dispoul of the
Committes, but an officer of that Department should not, as a rale,
be on the Committee.

{®) The District Committee to consist of (1) non-official representatives of
the Talug Commitiees and (2) a few official members. The former
to be in the majority.

(¢} The Divisional Committees may be organised in a similar manner.
The number of members in the case of (3} and (¢) may be five.

(d) 'The Provincial Committees to consist of (1) non-official representatives
of the other commitiees; (2} non-official representatives of the Legia-
lative Council; (3) officials and (4) at least one member with »

knowledge of Indian economic conditions. The number of members
may be seven.

{¢) The All-India Committes should similarly consist of (1) non-official
representatives of the Provineial Committees; {2) non-official
representatives of the Legislative Assembly; {3) officials and {4) a
few experts with a lmowfedga of Indian economic conditions. The
nomber of members may be nine.

{f} The Town or City Committees may cousist of (1} a repressntative of
industry and commerce; {Z) one of labour; (3) ome municipal officer

with experience; ({8) Government officer; and (5) an economic
expert.

The Punctions of the Committees.

6. The results of the Inquiry will depend on the work of the Talag
Committess. The Taluq Committee should tour in the Taluq and make first
bhand personal inquiries from the villagers about their economic life and condi-
tion. At least one-third of the number of wvillages should be visited by the
Committes. From the remaining, pecple may be mvited to meet the Committes

at a suitable place.

In addition to the existing information regarding the Taluq i Government
recorda, the new information thus collected should be arranged in a proper
form to be settled beforehand. Besides collecting information in this way, the

Committee should also make their own observations asmd recommendations in the
ferm of a report. ' . .



182

The City and Town Committees will in & similar manner make first hand

inquiries in the industrial areas.

The functions of the other Committees will be to co-ordinate the resulta of
the Lower Committees and advise on matters of difficulty. The report of each
mch Committee will be a document giving the most complete idea of the
"economic life and condition of the area with which it is concerned.

k. will

The main plan on which the Committees at the bottom should wor
obviously be determined hy the AllIndia Committee in the first instance, The
Provincial Committees may maks suitable additions, if necessary. The Lower
Cowmmittees should work within the plan in the first place, but should be at
liberty to make other rvlevant inquiries and observalions.

The Indian States.

7. The Indian States should be requested to undertake similar inguiriea
simnltaneously. ’
Publicity.
8. All the results shonld be published and the inguiries should be carried oo
in public.
Advantages.

9. (2} The required material for a sound system of taxation as well as for
proper schemes of economic development will be collected.

(¢} The whole machinery of the Government will be utilised.

(¢} A large number of non-officials will have an apportunity to study first
bhand the real facts about the economic life of the country, and this will have a
great educative effect.

{d) The work will go on simultanecnsly all over India, and require less time.
In proportion to the results which the inquiry will yield, the expenses will not be
great.

{e} It will give an authoritative record which will not be disputed if the
inquiry is conducted in the right spirit with a view to find the itruth.

Prol. Vakil gawe oral evidence as Tollows :

The President. Q.—You belong to the Department of Economics in the
Bombay University. What is your special appointment !

A.—~I am the second professor there. :

.—You are the author of a hook called the “‘Financial Developments in
Modern India ’’?

A.—Yes. I have also written a small book called ** Qur Fiscal Policy " which
was published two years ago.
_ @—You have been good enough to give us a scheme for an all-India economic
‘inquiry. You say that the existing material, though available, is defective. May
we_take it that it does net afford us sufficient material for making an accurate
estimate ?

A.—No, it does not afford sufficient material,

{}.—Have yon pot any particulars of the Dufferin Inquiry? =~ )

4.—This inquiry was not eonducted exactly in the manner that ) have.
m&gestﬂd. The Govermment gent round certain suggestions to their Revenue
Officers. The inquiry was undertaken in view of the allegations of Sir William
Hunter and others which were to the effect that about 40 milliens of people in
India were going with one meal per day. In answer to those allegations and
similar other cntlcusmalfrom the public, the Government instituted this inquiry
in 1886 or 1887 and alt the Revenue Officers in their respective divisions wore
asked to supply parliculary to certain questions with their own remarks, Ia
some cases family budgets or the estimates sbout the standard of living were alss
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.calculated. I have given some figures about them in my book.  Some ides as
to what the Committee did will be had from page 520. In the case of certain
districts of the Bambay Presidency the Dufferin Inquiry Reports gave the
minimam and the maximum standard of living. In that standard of living they
included only food, stimulants and dress, About the same time Sir David
" Barbour’s estimate of the average income per head was published, which was

. -

Q.—What'do yon mean by the maximum standard of living?

A.—T have quoted them ag I found them in the Dufferin Inquiry Report. That
report will be able to throw more light on this subject. Probably in the years
in which they made this investigation they took only a few typical instances.
Tu certain cases they found that certain people were carrying on with Rs. 3594
in others they found that certain people were carrying on with Rs, 46. The
mipimum standard that was in vogue at that time was vsually more than Rs. 27.

¢Q.—Yoar statement only goes to show that ane of the two estimates mnst be
wrong., One of them found the average income to be Rs. 27, the other found- it
more.

A.—The difference is this. The average of Rs. 27 was for all-India. The
higher tigure is for certain districts of the Bombay Presidency. It may be that
-the Bombay Presidency is better off than the other provinces of India.

Sir Percy Thompson. (J.—Is not the difference due to the fact that the Rs. 27
included children whereas the other one includes adults?

A4.—The Rs, 27 estimate includes all individuals, children, women and males.
Even then there is the disparity between the two.

The President. (.—Supposing the Rs. 27 is for a man and his wife and thres
<hildren, how would you recken the wife in proporticn to the man and the
children?

A.—~Tt would certainly vary from place to place. The figures that I have
given are not the final fighres and I do maintain that further inquiry is necessary.

@Q.—In your scheme you propose to make an inquiry into one-third of the
-villages in India. Is there going to be an intensive inquiry for ome-third of
the villages? Is the Committee expected to go into the family budgets and so
on?

4.—~That would be an ideal thing if it couid be managed. Bat looking at
the size of the country and the obvious difficulties that will have tc be faced,
Y have suggested a less extensive inquiry. Wa need not take the tromble to go
wrto the details of family budgets. I could give you a rough idea as to what
we did in the Parli taluk. In the first instance, we collected all the information
that was available from the Revenue Officers of the Government. Then we met
the officers of Government such as Mamlatdars and even approached the Collector’s
office and obtained the mnecessary information. Then we prepared a sort of
-guestionnaire, We received about 100 answers for the whole talug. That was
aob guite sufficient but it was something to go wpon. Then we went round the
villages and called various important persons representing both the soweers
and the farmers and the people belonging to various occupations. Then we went
an talking with these representatives more or less in an informal fashion. If
"wou talk to the villagers in a formal way they become upset and do not answer in
the right way. After talking to them for sevaral hours we certainly got a very
good idea about their condition. We did not go into the details of each family. Ws
tried to get out the typical family budgets and the expenses of cultivation. If
any irrigation was being done or anything new was being undertaken, we went
to the spot and tried to find out what they were deing, in what manner it waa
-defective and how it could be improved and so on. We also invited the labouring
classes and iried to find out their point of view also.

Q—Would an inquiry of that sort give you an idea as to the truth of the
statement that a very large proportion of the population is habitually living om
‘insufficient food *

4.~-That statement could be verified by this sort of inquiry. It would give
us a clear indication as to what the real economic life and the condition of the
people is and will also give ns material to think further,

Q. —Will it 1give you any material for estimating the national weslth or the
average income¥ ) : :
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A.—TIt woald certainly be an improvement on the existing statistical material
that we have. The figures that we have at preseni are very theoretical. They are
divorced from the realities of life.

@.—You are no doubt familiar with the European ways of estimating wealth..
Can you suggest any of these methods whick can he applied to India?

4.—The only method that I can suggest is the census of production.

@Q.—Bat a regular census of production such as was taken in England wonld
involve legislation and a body of reporiers almost equal to the body of reporters
required for the census of population.

A.—Any inquiry whick would be of & mors practical value than the theoretical
estimates we can have now, must involve a large amount of work and an army
of workers. The inquiry that I have suggested is a sort of a compromise between
the theoretical estimates that we have at present and the intensive family budges.
inguiry which we might like to have.

-Q.—Would you advocate the taking of a census of production?

A.—That would be quite desirable.

{.—Would it be worth the expense? .

A.—1 bhave no idea as to what the expense will be.

@.—Then you wonld reserve yonr cpinion until you have seen the estimate?

A.—1 should think so.

@.—What is your view about a census of wages?

A.—There is no need for a detailed census of wages. A few typical instances
ought to saffice.

Q.—The census of wages would involve legislation. In fact you have legisla-
tion for this purpose pending in the Bombay Council at the present moment.

A4.—Yes, the Labour Office is advocating some legislation. There is a good
deal of opposition to it bat it is still before the Council in a modified form.

@.—Wauld wvou advocate the American census of wealth or the Australian-
pattern? -

A4.—8o far as the census of production or the census of wages or the census
of wealth are concerned, the general objection that these estimates will be
theoretical will remain. They will not Iead to very practical results.

@.—That can only be done by a staff equivalent to the census stafl?

A.—Yes.

@.—Do you think it wonld be worth while?

4.—X wounld prefer my scheme {o such a census.

Q. —Your scheme, I take it, would only give us a composite picture of the
condition of the conmiry at a particular time. It would not give us a scientifio
estimate of the wealth or income of the country?

A.~—The available figures that we have with the necessary improvements
would give us some sort of estimate.

@.—But you say that tbe available fgures are worthless?

A.—1I say they are defective but they can be improved.

8ir Percy Thompson. .—Take, for instance, one item in Shah’s book and
Findlay Shirras’ book, namely, the revenua from the gross production of milk.
Ome takes it at nothing and the other takes 310 crores. It is sach guess work
that it is perfectly worthless.

4.—TIt may be so. ’ -

The President. (.-~Would your inquiry help us in any way towsrds getting-
the estimates of milk production in the country?

A4.—1I should think so.

Q. —Would you give us details?

4.—In a taluq you can have an estimate of the number of cattle with com-
parative ease from the Government records., The people of that Taluq themselves-

would give you the figures of the cattle and the average smount of milk which the
cattle give in those areas would also be easily ava.ifab]e by ordinary discussion-
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and talk. You can then muitiply the two and get the amoumnt of milk. If you
want to know its value according to market rate, it can easily be done .bf
finding out the price of milk per seer. In this way we would know something
more definite.

@—Can we apply the same proceas to the returns of crops?
A.—Yes.

¢.—Car you find anybody who can estimate a standing erop within 26 per cent:
of its actual outturn or with any degree of certainty?

4.—These estimates are bound to vary. Diflerent people will certainly
estimate differently as you imply. But if s committée were to go round and make
inquiries from various people in that area including the Government officers and
the agriculjurists who know their business well, I think a fairly good idea could
be obtained.

Q.—Is it not a fact that the figures that have been supplied so far have been
found to be guite unreliable?

A.—Tt may be so. But if a somewhat more detailed inquiry as I have
suggested were undertaken, the objection wounld be much less. In the ticular
_inquiry with which I was connected we have made zome estimates and I hope to
supply yon with an advance copy of it as soon as possible. ,

Q—In a town would yon propose to try to arrive at any figures of annual’
ncome ?

A.—T think it would be easier to do so in an industrial area. The agriculturists
do not keep accounts and they are somelimes puzzled by guestions which relate
io their own things. But in the industrial towns and cities, I think a more
correct estimate can be had.

Sir Percy Thompson. Q.—We have Leen told that if you institute these
intensive inqguiries all over India, the feeling would be that they have been
instituted from the point of view of taxation and consequently you will find
sverybody trying to minimise his income and so on. Do you think there 13 any
truth in that statement?

A4.—1t would depend on the way in which the thing is done. The resolution
which was moved by the Honourable Mr. Sethna in the Council of State some:
time ago asked an investigation into the poverty of the masses and remedies for
their betterment and so on, If such an inquiry is started in a sympsthetic
spirit and it is sufficiently well known to the people that it is not intemded for:
faxing them higher but with a view to find out the truth about their economic
grievances and to suggest remedies, 1 think the suspicion will be removed.

Dr. Paranjpye. Q.—Do you think your inquiry wonld be on the whole more
productive of results than the inquiry which has been suggested by some others
by way gf samples, i.e., making an intensive inquiry of one village out of one
hundred?

A.—Xt will be quite pood in jtself but I do not thimk it would go very far..
It would be very difficult to find ome typical village which wonld represent
100 villages. It will not be desirable to select them at random.

The President. Q.—Is not sampling recognised to be a scientific way?

A.—That would be the next best way. I differ from you when
you say that the inguiry which I suggest will give only general im-
pressions. It will give all information of the area which you inves-
tigate, and it will also deal with the figures which are available i
Government, records as -also with the figures which the more capable villagers
can supply. For example, we will ask certain villagers what their inceme is
and how they spend it and whether they are in debt and so om.

Sir Percy Thompson. (.—You are going to get really a Census of Production
by individual inquiries. T should bave thought that if you were going to have
individual inquiries to get a Census of Production, they would have to be-
sbsolutely exhaustive; you would have te go to every village and make inquiries.
It will be an interminable task,

A —I know the difficulties are very great, but when a small commitiee is
doing work in a Taluq, it might visit one-third of the number of villages.
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Dr. Porenjpye. @.—Taking your scheme, how long do you think it will take,
if you take an average talug of 100 villages, fo make the necessary inguiries?

4.—If the committee were to do work with some despatch, it should not
take them more than six months.

Q.—Will 6 days be enough for each village? .

4.—1 am puiting it roughly for the whole talug, because some villages are
very uear each other, and T think six months will he enough.

Dr. Hyder. @.—You say ane-third of ecach talug should be surveyed. Now
referring to the table of towns and villages, I find there are altogether 687,981
towns and villages, and if you take ome-third of this number it would give yon
229,327 villages, leaving alone the talug, and the committee will have to survey
229,327 villages. Don’t you think that this is a eolossal task to survey so many
villages ?

A.—1f the public demand is to be satisfed in the first ipstance and if the
real econmomic sitnation of the country is to be found out in order that real
remedies may be suggested and applied, the Government or the public should
nol in the least be afraid of such a colossal task. As I said it would take at
least six months to survey each talug.

Sir Percy Thompson, Q.—Would you say that it is easier to get a Census of
Production in India than in Fogland!

A.—It is easier in England.

@.—You know there was a Censns of Prodaction taken in England, in 1807,
and it took six years to complete the inquiry. In Fndia it might certainly
require a much longer time.

A.—T have not made sn estimate of the cost of an enquiry of the kind I
suggest, but if the Committee desire it, I shall submit it later on. I may point
out here that in these committees all the mewmbers uneed not be paid, hecause
some honorary members will be available, who will he acquainted with local
conditions and they will certainly not mind working in the areas with which
they are familiar without receiving any honorarium.

Dy. Paranjpye. @¢.—Don’t you think that men of some education would he
required on your proposed commitiees in order that they may very fajrly and
exhaustively deal with all the matters you are thinking of?

A~It will be certainly expensive, but when we leave the village and go
to the talug, the inguiry would be less intensive that way, and the expensive
nature of a real intensive inquiry is thus lessened, and there will be less expense
in the talug as the unit than in the village as the wunit.

The President. @Q.—You say that your suggested inquiry wonld give you the
required material for a sound system of taxation. I would like you to explain -
how it would help us in regard to taxation.

4.—From the Government records which are available we are in a position
to arrive at some estimate of the national income or production, I mean a
_rough sort of Census of Production is available. But for evolving a sound
system of taxation, you would want to knaw the distribution along with produe-
tton. But we have no figures relating to distribution, which could be relied
upon, and an enquiry of the kind that I suoggest, while it will not ba perhaps
complete and scientifically thorough, will give us a very good idea of the die-
tribution pf the income in the various classes of talugs, towns and cities. Yam
will also be able to get a proper and better estimate of the Census of Production,
and thus by correlating the two, you will be able to adjust your system of
taxation.
@ —Would you tell us how you would arrive at the distribation from your
enquiry ? .
A.~In each area youn investigate, you will have people belonging to different
classes; there will be labourers; agriculturists. ~owears and so on, and if you
try to find how much they earn, in what manner they earn, how much they
spend or to what extent they are indebted, and how the income of a particalar
area is divided between the different classes including the wages of labourers,
Jyou can arrive at the distribution.

@—You must have family budgets of everybody in a village?
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A.—There will be degrees in intensity there too. You n.my be eatisfied with
-a less intensive inquiry.

.—What sort of indicstions will you take! Will it be by the number of
tiled roofs or thaiched roofs in a village? Y

A.—1f you went into a village or talug, it would be cglita casy to find out
with a few local enguiries how many people are better off and how many are
not. A family budget would of course be the most scientific method, but the
question is whether we can afford the ezpense and time to get family budgets
of so many people in a vast country like India. You can of course find out the
.condition of the people by their dwellings and in so macny other ways, conszmp-
tion of luxuries, and so on.

@.—Consumption of intoxicants?

4.—That may not be an indication of wealth in all cages. "It is & luxury only
in the case of some people. 'The labourers as a rule instead of spending on
nucessaries, as soon as they get some money, spend it on drinks. They don%
have any surplus to spend on drinks, but instead of spending ou feood, clothing
and so om, they reserve their earnings to spend ov liquor, and as in other
_countries, the lower down they are in the social scale, the more they spend on
harmful things.

Q.—Do you say that their expenditure on these harmful luxuries is not in
_proportion to their income but in inverse proportion to it?

A.—That might be said roughly.

Q.—You then suggest that the whole machinery of Government might be
-utilised for the purpose of your enquiry?

d4.—1 mean the revenue machinery. The Collector and the District Officials
will be the principal parties to help in the enquiry. Their work will of course
increase. In fact when enquiries of any sort are institnted, Government work
-dves necessarily increase, hut it might be necessary to increase the staff tem-
porarily to cope with the work of this enquiry.

@.—Now [ would refer you to page 244 of your book. You exclude
the irrigation receipts, hut land revenue includes the charge for water
where the land is irrigated. You don’t pay land revenue plug water rate. You
only pay land revenue which includes a water rate?

A.—There are water cesses in several areas.

@.—But the bulk of this item is duos to irrigstion, and the water rate ia
included in the land revenue.

A.—I object to the method of acconnting. The Irrigation Department here
is helping the Revenue Department. The better procedure wonld bhe to credit
the amount to the Irrigation Department and not to inclade it in the land
revenue, 1 do not object fo your charging some sort of cess for the additional
facilities you give, but T am only finding fault with the system of accounts. We
have the land revenue which is a large figure and the irrigation receipts are
mixed up. When the land revemue 1s collected, irvigation receipts are alse
taken into account, and there iz thus some confusion. If vou take the land
revenue figures for a series of years, they give you a misleading idea as to
what the land revenue is because irrigation receipts are also included in them.
If therefore the irrigation receipts are properly kept and =& separate account
maintained for them, there won't be any confusion or misunderstanding. I know
the charges for water are excluded from the amount of the land revenue in the
detailed volume which you hold, but ordinary people deal with the Statistieal
Abstract, and the ordinary student or reader is always confused. If a classifica-
“tion were made showing that so much was due to the Irrigation Department and
so much was due to land revenue, we could certainly have no objection whatever.
There is an element of artificiality introduced in the accounts, and I am objecting
‘to that. If it is made perfectly clear in the accounts that so much is due to the
Irrigation Department for conferring so much benefit to the agricultorist, that
may be deducted, and there won’t be any room left for misunderstanding.

. @—T come to page 399, You say that the land revenue is a tax on agriculiural
incomes, If that were so, it shonld vary with the income. If there were ne
income, !‘.here won’t be any income-tax, rgm the land revenue is levied whether
‘there is imcome or not. You would not say that a man who chose to neglect
shis land entirely and earn nothing frow it should be exempted from land revenue?

i

/

i



188

.
4.—He might be, just as people whose income is below Ra, 2,000 are
exempted from income-tax, so these people whose agricultural incomes are below
a certain figure should be exempted. .
Q.—’ake an ertreme case. Supposing a rich man acquired a large area of
land and reserved it for shooting purposes and failed to produce any crop from it.
Would you exempt him from taxation? .

A.—I would exempt him from land revenue, but I would levy on him an
sinusement tax or an entertainment tax. But I don’t think it is possible te
conceive of many such cases.

Q.—Well, that is an extreme case, bnt you have certainly many instances of
good and bad farming. If you are always going to exempt a bad farmer, then-
vou will get a low return.

A.—It would certainly be to the economic interest of the farmer to see that
he cultivates hiz land batter, and that he does not neglect his land.

@.—Supposing he is told that he has to pay so much. Would it not be to his.
interest to show that his income is below the figure levied on him!?

A4 —The tax will not be so heavy as to compel him to neglect his land in
order to zvoid the payment of income-tax. In that way, the same criticism-
might be applied to people who are earning Rs. 1,000 and less.

().--1 was thinking of your criticism of excess profits duty. I think you said’
that it discouraged industry and therefore it was abolished. Wonld not your
system of taxing do just the same thing?

A4.—T don’t think the system of taxing land which I suggest would go to the
extent to which the excess profits duty went. The effect wonld be thers, as all
taxes would bave some effect, but it would depend on the amount and on the
rate of tax.

@ —Now would not small holdings be likely to increase under yomr scheme
of exemption

4.—I know it is a verv great problem. Fractionisation is one of the greatest
evils and it will have to be dealt with, but I don’t think that my scheme of
exemption will tend to increase fractiomisation. In order to ascertain the size
of a holding for exemption, some sort of economic holding will have to be
estimated with reference to the guality of the land. There are Government
records which show the amount of land which a man is holding. What T mean
is, if yon exempt peopis whose agricultural income is below a certain figure
from payment of a tax, if they are made to realise that the land is their own:
property, they will certainly take more interest in the land particularly if they
know that the Mamlatdar or Tahsildar will not bother them, and the lands
will improve and come to the limit of taxation gradually,

¢.—Does the land reverue bear any relation to the output of the product?

A.—It does bear some relation. That is the general estimate given by Govern-
ment. I should exempt all those whose agricultural incomes are below a certain
figure, but the level might be different. At what point we should put the-
exemption is a3 matter for detailed consideration, The limit of taxation need
not he the same in the case of agricultural income as in the case of ordinary
incomes.

@.—How much would you make it?

4.—That would require some detailed consideration, and I would not hazard
a guess on a point like that.

@ —Land revenus of Rs, 50, net produce of Rs. 100. T believe you wounld'
n3t go lower than that.
A.—Of eourse not.

@ —May T put it to you that that would exempt more than three-quarters of
the people paying land revenue?! Yon would hardly have any revenme left.

A.—1 quite nnderstand that. But my point is that it would be one of the-
ways of giving greater intersst to a larze number of people in land and that
would lead to an improvement of the land which would be better nationally.

@.—Supposing it does lead to an improvement. How wounld you then set
abeut getting any taxation?

! !
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A.—As scon as his income rises, he will come under the taxahle limit.
Q.—Then you would impose an annunal income-tax on agricultural incomea?
4.—That is true.

Sir Percy Thompson. Q.—You are going to exempt all who pay under Rs. 50!
A.—Any figure may be taken to start with.

¢.—You will exempt those who pay land revenue below Ra. 50. The Presi-
dent has already told you that in that case three quarters of “the people now
paying land revenue would be exempted. What is your proposition for putting
on the tax?

A.—When the man depends on his agricultural income for his livelihood, as
soon as his agricultura] income comes to a certain level, he will be taxed.

Q.—The President has told you that there are thousands and thousands of
people who pay only Rs. 10. Is their income going to rise from Rs. 10 to
something over Rs. 50 if ‘you exempt them!? -

A.—It will certainly take time. It won't be dome magically all of s sudden.

Q.—Do you reslly think that the p}oduoe of the land will increase five fold
if you only let it off the land revenue?

A.—My point is this. There is very great fractionisation or sub-division of
holdings. As soon as the small people, who pay a very small land revenue, are
exempied from land revenue in the manner I have indicated, they will in their
own interests consolidate their holdings.

{.—What is going to be the inducement to comsolidate their holdings? If
they consolidate tbeir holdings, they are going to be liable to income-tax.

A.—If they fractionise, they will get poorer. They know that very well.
@.—They do fractionise now even with the land revenue.
A.—1 know that that evil is very great and it requires some remedies.

©.—1 cannot quite see how oxemption from land revenue will have a tendency
{0 consolidation, in view of the fact that if you do consolidate, you would be-
come liable to a tax.

A.-—The tax would be on the total agricultural income. If you have ten
‘holdings, the tax won’t be on eack holding.

@.—May I put it to you in another way? If you take offi the land revenus,
the capital value of the land will increase.

4.—Yes.

¢.—Supposing I have 3 acres and it is an uneconomic holding. You say that
if T am exempted from land revenue, the tendency will be for me to take on
snother 3 acres.

A.—In the first instance, it will be fo the interests of the caltivator to cul-
tivate his own land better, and if he succeeds there, the next step would be to
take more land.

@.—I do not follow that. But I am not contradicting it. For the moment -
I will grant that he will farm his three acres better. But I snggest to you
that the man who has the other 3 acres make him pay through the nose for his
3 acres, Therefore, I cannot see that the mere fact that the wan who is going
to let it to me will take rent of the land in place of the existing land revenud
will be any inducement for me to take on another 3 acres. What I will be burden-
ing myself with iz rent which is equivalent to the rent which I will now have to
pay pus land revenue which I have to pay.

A.—1 am suggesting here that the tax should be placed th
land, not on the tenant. placed on the owner of the

. @—T am not concerned with that. If a man wants another 3 acres, he is
either going to rent it from somebody else or buy it. If he buys it, he’buys it
at a price which is greater by at least the capitalised value of the land revenue.

f)ff ltlga:elll::dit;elvl:n ;ﬁﬂ have to pay rent which iz higher by at least the amount

4.—Letting alone the small people who may be exempted, there will be people

who would be, either by direct cultivation or by means of ra t 3 i
cultnral income of sufficiently. large amounts wi\&y ey rent, possessing agri-
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Q.—~My general proposition is this that when you take off the revenwe, your
are taking off what i5 in effect a fixed charge which has been amortized. By so
doing, you are increasing the capital value of the land which will express itself
in additional rent for this land and the man who takes it will pay an additional
rent equal to the land revenue and that additional rent will just go into the-
pocket of a private individnal instead of going into the pockets of the State,

A.—T would not mind that because when the general wealth does increase, it
increases other sources of revenue.

@.—Do you think that is gocd? What is bappening in DBerar? There the-
land revenue bears an extraordinarily small proportion te the rveal annual
rent of the land. The result iz that your cultivator or landlord, as socon as the
letiing value of the land rises to a sufficient amount, just lets the land to some-
body else, sits down and does nothing, living on the difference between the land
pevenue ha has to pay and the rent that he gets on a lease of the land. That
state of affairs would arise earlier if you take off the land revenue.

A4.—There wonld always ba instances under any scheme of cerfain people-
liehaving like absentee landlords.

Q.—You are encouraging absentee landlords.

4.—T do not agree. Though there will be some such cases, thers will be-
many others who would do sonething else and add to the national wealth.

Q.—May I jnst take it a Httle further? The impression I gathered from
reading your hook is that land revenue is a sonrce of considerable ecomomic-

tronbtla.

4.—Yes.

@ —1I take it you agree, whajever yom think about the way in which land:
revenue is administered, that it is at any rate less than the economic rent,

4.—Not in all cases.

¢.—Generally speaking, it is less than the economic rent, bhecause, if it were
greater, the tenant would not caltivate the land. You must assume that it is-
legs than the ecomomic rent. How is the tenant worse off than the temant in
England whe pays an economic rent?

4.—I1 do not agree with the assumption. Economic rent does not exist in
some cases. :

¢—What do you mean? .

4.—The Indian farmer, who is the actual cultivator, and who is paying
rent, does not find economic rent existing in his case. .

Dr. Paranjpye. @.--—~The cultivator surely pays economic rent. Otherwise
somebody else will pay.

A.—Very often cultivation changes hands at the end of the vear. He finds
it difficalt to carry on. :

Sir Percy Thompson. @Q.—That is why economic rent is being defined as
something which is the difference between the value of the land and the value
of the land on the margin of coltivation. Ia England the landlord world be ab
sorbing the whole of that difference. Here Government daes not prorose to
absorb the whole of that difference. It does not take the whole of the economlie
rent. Therefore, how is the Indian tenant, who does not pay economic rent, worse
off than the English tenant who does pay economic rent? How can land revenue,
so long as it is less than the economir rent he responsible for all these evils of
what you call the bad economic econdition of the country?

A.—There is a fundamental difference from my point of view. Economic rent
in the English senze does not exist in the majority of cases bere.

.—-Did I define economic rent wrongly? o

4.—Not wrongly. But the way in which we understand economic rent, as
English economists have described it and as you have defined it, does not as a
rule come into the hands of the cultivator in India. Only part of it comes.

Q.—You must admit that the rent here is less than the economic rent in ®»
large number of cases. I camnot see how all these evils flow from it unless they
flow with greater intensity in England where the whole of the ecomomic rent is
absorbed by the landlord, ‘
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The President. Q.—I would suggest, on the other hand, that the canse of
these frequent sales of land lie not in the excessive land revenume but in its being
so low that s constant succession of intermediaries make a profit out of the land.

A.—There are cases in which tand changes hands because it is profitable.

Q.—And at a constanily increasing price.

4.—That is true also. There are a good many other cases also at the same
time where the condition of the cultivalor is bad.

Q.~1n counection with the pressure of land revenue, you say it is 50 per
cent of the net produce.

A.—Yes, as a rough estimate. .

@.—Can you tsll us sny place where ii amounts to half according to the
Battlement Officer's ‘figures? I have here figures for seven recemt settlement re-
ports. There is only one in which the land revenue paid—and that on dry land—
amounts to as much as 48 per cent of the net produce and it goes dowu as low
as 20 per cent.

A_—That may be so. But I am gnoting only the general rule laid down by
Government. It is not my calculation,

Q-—You are also aware that in many cases a limitation is put on an increans
in re-settlement? :

A4.—T know.

Q-—The imposition of a restriction like that makes it impossible for the full
50 por cent to be levied.

A.—It may be less in certain cases. I quite agree.

Dr, Poranjpye. Q.—Are you acqnainted with the Jetting of land ir
Gujarat ?

A.—Not fully.

@ —What is the amount of the lefting value of Jand in Pardi Taluq com
pared with the land revenue in that talug? ‘

A.—1 would supply you with the exact figures later. My general impression
is that the condition there is bad, It is one of the very bad talugs. Instead
of quoting from memory, I would supply the exact information to the Com-
mittee as soon as 1 can.

The President. (.—QOn page 372 of your book you make some deductions from
a table of land revenue per head of population. Can any deduction be derived
from a table of that sort? Land revenue must depend on the productivity of the
soil, not on the people.

4.—Quite so. These are figures culled from Government reports.

Dr, Hyder. @.—Land revenue per head of the population calculated in this
way would give us a misleading figure. Not everybody pays land revenue.

‘real incidence of land revenue would be different if you divide the total pay-
ment by the number of people who actnally hold and cultivate land and pay
land revenue.

A.—That weuld be a better way of calculating the incidence of land revenue.
Instead .of going into such details what I have done hers is simply to pot to-
gether figures which were readily available in Government reports. The only
idea there is to show the inequalities between province and province.

The President, Q.—Do they show inegualities between provinee and provinee T

A.—1 think they do.

@.—Ore province bas a large area of irrigated land, another has a large ares
of desert.

A.—They would be subject to improvement, The figures nevertheless show
the general tendency. If a calculation were made on the lines sugpested by
Dr. Hyder, it would certainly be an improvement on these figures. But ths in-
equalities between province and province would remain. Take Bengal and
Bombay. The inequality is there. You cannot dispute it.

Q~I do not think it will give us any result. of great value ‘if
we base it on population. You could easily imagine an extreme case.

A.—I quite agree that the figures are defective. . L
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Q.—On page 374, read with table 27 oo page 586, you say that 4 crores aof
-provincial rates have been remitted, and the rates have been redaced from 4.16
-to 0-4. I think you .are referring to Sir Edward Baker’s Budget in which he
remitted certain village cesses. The rates that are applied to the services of local
bodies have not been remitted.

A.~—In this table I have iaken. provincial rates which are inclnded in the
-Government of India accounts. The Local Boards certainly charge rates. Their
accounts are separate, and T think their rates would appear under the local
-finances.

¢.—I can trace no remission of 4 crores.

A.—T know that the table ag it stands shows some diserepancy in that way.
It is not an entire remission.

.—By provincial rates, I think you mean the anna in the rupee which ia
.collected by the District Boards. Instead cf that having been reduced, I think,
it has been increased.

A —If I have been led into that inaccuracy, it is due to somehody in the
finance Department probably, who has given these figures in the Financial
Statements. 1 am sure they tally with the figures given in the Financial State-
‘ments.

" Q.~—You have given Government credit for remission whichk they did not
make.

On page 396 yon speak of the burden on the middle class. What do yeu
regard as the middle class income?

A.—Tt is very difficult to give a definition. There will be difference of
opinion. I should think those getting an income of between two to six or seven
thousand rupees,

¢).—Rs. 1,000 to Rs. 2,000 would not be middie class?

A.—They will be a bit lower down in the scale. They would not be guite
poor but they would he for the purposes of the income-tax. When I suggest
certain exemptions and abatements, I mean that those with an income  of
roughly between 2 and 7 thousand deserve certain consideration.

Q.—Is not the graduation comparatively low on those classes,

4,—It is comparatively low, but even then, I believe the pressmre is high
.enough,

().—Take from Rs. 2,000 to Rs. 4,000. The percentage is 2.6.

A.—TI do not dispute the percentage. My complaint is about the total burden.

Q.—But you lay siress specially on the middle class. The middle classes pay
2-6 whereas & man with an income of a lakh pays 39 per cent.

A.—The middle classes in addition to paying income-tax, pay also customs
daty when they purchase certain things which are liable to customs duty. The
total amount which they contribute to the State is a greater burden on them thap
-in the case of the richer people.

€.—I thought yon were complaining of the scheme of graduation.

A.—If 1 were in England, if my income is Rs. 7,000 and if the minimum is
Rs. 2,000, the Rs. 2,000 would be dedncted from the Rs, 7,000

Sir Percy Thompson. .—I think you are under a little misapprebension. You
~can bave a scheme of graduation in two ways, Up t¢ 1920, in England, the
scheme of differentiation was done by charging at different rates on different
quantities of income. In 1920, on the report of the Royal Commission, that was
.altered. They made the graduation simply by deducting a fixed quantity from
the income, whatever it was. These are alternative methods. But you have got
the scheme of graduation all right in India.

A.—~TI would like the income to be taken as & whole. In the joint family
~system that is mostly prevailing here, what happens frequently is that in a
family of about. 7 or 8 or 10 people, one man only is earning and he pays in.
come-tax on the whola of it. In the illustration I gave, supposing I earned
Rs. 7,000, T have to pay income-tax on the whole amount. No deduction of the
sort I have mentioned is made. And the burden therefore on the middle rlass
peaple is rather heavy. They have to support a large family of 7 or 3 members
-and the earning member is only one.
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Q.—You can graduate to any extent you like by  varying
the rates according to the different rates of income. Yon can alse graduate bg

varying the rates at all but by making fixed deductions of Rs. 2,000, althoug
it is noi necessary to have that particular sum. Do you think the rate is too
high?

4.—These would be two different methods of graduating but they may be
-combined if necessary. _

@.-—But there is no use jn combining these two methods hecause both will
give the same result, .

A.—~Apart from the methods, I do believe thai the pressme upon the widdle
-classes so far as the income-tax is concerned is heavy,

Q.—But it does not lis with you to complain that the Rs. 2000 is not de-
ducted ? *

4.—1 have given it only as an illusiration of the manner in which the
grievance may be removed.

Q.—I wowa suggest that the proper way to tackle this problem is to reduce
the rate.

A.—T would accept it as a good alternative. I quite accept the validity of
the two methods.

The President. Q.—You think that the exemption of Rs. 2,000 is too high.
The exemption limit in other European countries except England is much Iower.

A —T would leave the limit as it is for some years to come.

Q.—~Rut your exemption to the agriculturists would be some thing less than
Rs. 2,0007

4.—T have suggested this for the simple reason that they woold be in the
villnoes where prices of the necessary articles are probably lower and consequently
their exvenditere and standerd of living would also be lower. Their subsistence
timit is lower.

@.—Ts not the English exemption limit also based upon the subsistence limit?
4.—T1 do not know how it has heen arrived at.

Q.—T take it that a man can subsist on less than Rs. 2,000 in this country?
A.—TIt would depend.on the size of his family and his commitments.

Q-—But the general complaint is that the one man who has escaped the in-
come-tax is the middle class man on Rs. 2,000, You must have read ‘the com-
plaints that were made in the Assembly that the people who ought to be taxed
are the sowears and so on who are earning from Rs. 500 to Rs. 2,000.

A.—That complaint may be taken into consideration in the case of soircars
T do not mind it

@—You are in favour of making an nllowance for families?

4.—That is very necessary.

@-—It has been suggested to us that that would involve inquisitorial visits
which the people would resent very much.

4.—1 do not think so. Those who make more than Rs. 2,000 are likely to be

edneated men and shonld be able to understand their needs better and they
'would not mind telling other people the number of dependents that they have.

Sir Percy Thompson. ©.—The difficalty is this. In England, where that
scheme has been introduced, you have always an immediate check because every

birth has to be registered. Here yon have not got a complete system of birth
registration.

A.—We have a fairly good system of registration. Some limit as to the
mumber of demendents that may be allowed may be laid down. Supposing a
man has a widowed mother, yon cannot possibly object to her as a dependent.

Q-—I¢ has been snggested that the verification of these particulars by In-
come-iax Officers might cause real resentment. ’

4.—T should not think so.
YOL. I.
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The Pregident. Q.—Ploase see page 456 of your book. Later on you propose
forther increase in the Customs revenue.

4.—1 say “f necessary.’ I know that there ought to be some limits in thpe
eass of Customs duty. If the Customs revenue iz increased very much it might
dafeat its purpose. This limit may have been reached in certain cases, but it
has not been reached in all the cases.

(. -Has not the general enhancement led to considerable difficulties?

A.—1It is for this reason that I have soggested that this source of revenue
should be reserved only for emergent occasions, i.e., when the Central budget
has to he halanced or the provincial contributions are to be dome away with.

Q.—You are no doubt aware of the American customs. Do yon think it i3
a sound thing to have the Central budget dependent upon such a finctuating
item of revenue? -

4.—This would not be the only item on which the Central budget would
depend. It would also depend on income-tax.

Q.—That also depends on trade, which fluctuates in this conntry!?

A.—These are the two big sources on which the Central budget would depend.
Sorely some remedies can be found when there are special emergencies. I would
not suggest that the Customs duty should be increased to the maximam limit in
normal times. It might go to the maximum limit in abnormal times,

(.—Please come to page 465. Have you any evidence that the quantity of
salt available for consumption is inadeguate for health, ie., people receive less
per head than is necessary for human health? 1 believe something like 16 pounds
per head has been estimated as the guantity required for human health. 1 am
not quite sure of my figure but that is what I recollect.

A.—The consumption per head is much less than 16 pounds so far as the
fignres before me show. The guantity of salt consumed is published by Govern-
ment and you have got the population figures. So you have to divide one by the
other. T have given figures for British India in Table 32, page 587. The figure
there is below 16 pounds and it is decreasing.

{Dr. Paranjpye calculated the figures from Government publicatione and said
that the zverage just comes to 16 pounds))

The Witness. —That is all right for 1921. I have got here averages for certain-
five-yearly periods.

Dr. Paranjpye. Q. —In fact during the war period the amonnt consumed will
be rather more except for the last year, 1520

A.—1 am not able to say exactly how much was consumed during the war.
But if the 1923 figures were taken, it might be less because the duty was so high
in that vear. Those figures are not yet available.

The President. Q. —Please see page 479, Excise. Have you verified your state-
ment that the consumption has increased faster than the increase in the population?
{Certain figures from Madras were guoted which showed that this was not the
case.)

A.—The Madras Presidency is perhaps more sober.

DOr. Byder. @—I raised this question in the Assembly and I think the
answor given to me was that however much you may increase the excise duty
there is no decrease in comsumption,

Dr, Paranjpye. Q.——You say that the consumplion increases in years of wide-
spread famine. Can you give us evidence of that?

A.—The general evidence iz the same which T had been suggesting in the
earlier part of my discassion, namely, the despondent mood of the people.

The President. @Q.—Can you show me a famine year in which the consump-
tion has increased? .

4.—I have nmot got the figures here. )

@—I will be very glad to see them if you can irace them.

. Please see page 485, Stamps. Has the difficulty thkat you refer to
arisen from the want of uniformity in the rates of the different provinces *
Has that been adequately met?

4.—T could oot tell you that, but T think it is possible fo meet it.
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¢—1t is a question underlying the Federal arrangements. Is it & so;md
thing to have rates of stamp duties fixed differently in different jurisdictions!

A.—TUniformity is certainly better in the interests of trade.

Q.—Please see page 502, Opium. You mention an increase of con-
sumption from 4,000 to 9,000 chests. May I know where you have got those
figures from?

A.—From the Statistical Abstract, Thosa are Excise Department fignres.
These figures of consumption show the number of chests thet are supplied by
the Excise Department to the excise vendors.

0.—You will no doubt agree that the opium consumption is declining rapidiy.

4. ~-The figures that I have quoted are the figures given by the Excise De-
partment and I can only hope that they are correct figures.

¢@.—What is your proposal about opium? Do you propose to prohibit its
growth and sale entirely?

A.—TIt must be allowed only for medical purpuses.’

@.—To registered consumers?

A.—Yes, just ag certain drugs are given to chemists under a license,

@.—Would you object to the extension of this policy of prohibition to Raj-
putana?

A.—No, I would extend it to Rajputana also.

Q.—How would you induce the Indian States to prohibit its cultivation?

4.—That would be left to the wsual way in which the Indian States are per-
suaded to do such things.

Q.-—How would yon stop smuggling? You are no doubt aware that the smug-
gling of opium is an enormous evil at the present time!?

A.—There should be some official control

¢.—Wae have the official control even to-day but the smupggling is going on.

4.—-The official machinery may be improved.

Q.—Please see page 534, Incidence of Taxation, Who is paying all
that additional taxation?

A.—Mostly the additional taxation has come from Customs and Income-tax.
Those are the two sources which have contributed to the additional taxation.
The income-tax and customs both fall upon middle class and the richer class.
The lower classes also consume some arbicles which are liable to cusioms duty.

Q- —You mean to say that the higher classes who are paying 39 per cent of
their incomes in income-tax are not paying their share?

A.—Both the middle classes and the richer classes are paying. It is true that
the bulk of that taxation bas ot fallen on the poorer classes,

@.—You say on page 534 that the materials for a detailed and authoritative
calculation of this kind are in the hands of Governmeni. But you bave told us
that these figures are based on defective statistics and guess work ?

A.~They would be less defective than what we have already if the Govern-
ment made all these figures available. The calculation is worth having, It will
eot take a very long time.

Q.—Would you like the Government to make the best estimates that they can
on the existing material?

A.—Yes. .
. @—Please see page 5638, How would you work your license duty on tobacco?
You do not propose anything in the shape of excise duty.

4.—My general point is that tobacco can bear soms increase in taxation if
necessary. I am not quite certain as to the way by which this can be achieved. It
may be excise or it may be a license duty.

@Q.—The Government have not overlooked that source of taxation. They have
often considered it but they have found it extremely difficult to solve, Even.
economists are not prepared to make a definite suggestion.

YOL. I o2

.
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4. —That is more a matter for administrative officials than for an economist.
(.—Yon propose an export duty on shellac.

4.—If you look at the table, you will see that India supplies most of the
world demand. The competition of other countries is very little.

{.—Won't China and Siam become severe competitors and if we impose
a heavy tax oo shellac. shall we not be injuring the trade?

A.—8o far as figures go, I think I am justified in saying that we have a
good monopoly of the trade in shellac, and an export duty would not be justified
at all if there is a fear of competition. . .

2.—What about the Indian States? A large amount of shellac is produced
there?
A.-—Some co-operation will bave to be established between the British Gov-

ermment and the Indian States, just as the (overnment have the monopoly of
salt.

@.—You propose an export duty on hides and skins? Have you studied the
effect of the previons export daty, and de you still think that you could jmpose
a duty without injuring the trade?

A.—I am not emphatic on that point. The thing is that the recent failure
of that duty was probably due te the imability of the European countries ta
purchase our hides u#nd skins. When normal {imes come, probably the German
demand which was very high before the war, might revive, and we may bhe
i a position then to restore the duty on hides and skins. The failure of the

expert duty on hides and skins was really due te abnormal things having
ocearred.

).—Then you propose a suceession duty, (Page 540). How would you do it?
A.—1T would leave the details to be worked out by more experienced peopls. I
have put m the paragraph more by way of suggestion. I know there will be

diffeculties owing to the Hindu Joint family system, but they will have to be
considered and dealt with.

DIy, Hyder. (. —What is your object in imposing a duiy on marriages? Is it
to disconiage the increase of population or is it purely for revemue purposes?

A.—I don't think it would tend to discoursge the increase of population, and
even if it does, as you suspect, I won't mind it. I don't think the imposition
of such a duty on marriages would be attended with any political dangers either,
because it will be a very small tax, and people would not mind paying a couple
uf rupees on a festive occasion. But I know it is likely to be misrepresented
in some quarters; there is always a danger of misrepresenting things whenever
a novel thing s introduced. The same machinery which exists now for the
registration of births and deaths can enforce the payment of this daty. The
vresent machinery registers births and deaths fairly accurately, and if it needs
to be improved you will have to employ a bigger and a more efficient staff. I

consider that the duty T propese would cover the cost of any improvements that
might be needed in the existing machinery.

Sir Perey Thompson. Q.—With regard 1o the cost of collection, you say it is
somewhat higher in this country than it is in other countries. Is it very fair
to include such receipts as Forest Receipts, 8alt or Opium or even land regis-
tration? Ts the cost high in Customs and Taxes on Income?

A.—The general observation that I have made is to the effect that, even
allowing for the receipts which you have mentioned the cost of collection is some-

whas ligher here than in other countries, So far as the particular items are
concerned, the cost does not seem to he very high.

Q.—Take, for instance, Forest Receipts, Opium or Salt? Is the: cost of col-
lection very high?
A.—I am prepared 0 exclude those.

Q.—Tf{ you exclade those, you get down to the main sources of revenns
which are Cusfoms, and Taxes on Incomes, and the cost of collection here is very
little higher than in England, and therefore is your criticism that the cost of
collection is higher in this country fair?
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A.—The revenue from Income-tax and Customs has increased only in recent
years. In previous years these two sources had a sobordinate place. My eriti-
cism applies generally, because it my book | have taken a bistorical survey
of the last sixty years or more. In view of the increase in revenue, the per-
centage appears smaller, but I have not really. got any serious criticism to make
at present regarding the cost of collection.

Dr. Hyder. @Q.—Referring to income-tax, on page 389 of your lLook, you say
there is no income-tax levied on the Government securities held by people abroad,
and you recommend that there should be ar income-tax imposed on such security
holders. Would it not amount to a dounble income-tax?

A.—Yes, but I won't mind it.

The President. (.—You are aware that certzin English securities are free of
income-tax to holders abroad.

A.~That may be s0, I am not quite sure of it. But as a Eraat-er portion
of our debt is in sterling, there is a great loss of revenue to the Btate inasmuch
as these securities pay no tax.

Sir Percy Thompson. Q.—Sarely it is a matter of contract. If you issue a loan
in England and agree to pay 5 per cent free of income-tax, people will subs-
eribe to i3t. But if they are made liable to pay a tax here, will it be fair when
you issue the loan free of income-tax? ’

4.—It would probably discourage foreignm capital coming in.

¢.—You are aware of the fact that a committee of ecomomists consisting of
Prof, Stamp, Prof. Seligman and others met together and came to the
conclusion that when a State is issuing loans abroad it ought in its own
interest to issue them free of taxation, They recommended that the non-residents
should not he taxed, and if a tax was imposed in respect of interest on a Statae
loan, the tax would be thrown back on the borrowing State.

4.,—My objection to it is based on other grounds as well. Recommendations
have beent made now and again, that it is better for the British Government, both
politically and economically, to raise loans in India in rupees. Instead of raising
the rupee loans, we have got larger sterling loans, and the irouble has arisen
on account of exchange difficulties.

¢.—Suppose you raised a rupee loan, would you expect Englishmen to
subscribe to it?

A.—8ome of them do subscribe to it. Some of our rupee paper is held in
England.

Q.—ILs it not rather a question of making the loun sufficiently attractive by
raising it in sterling to get the capital you wani, because the Englishmen will
know exactly what interest they would get?

A.—The only thing te do is to balance the advantages and disadvantages.
The rate of interest should be taken into account, and there is also the possibility
of the exchange rising or falling. 8o we will bave to balance the two and find
out whether the rate of interest would be higher or whether the burden on the
exchequer would be higher, and a proper adjustment would have to be made on
those lines. As a rule, a greater proportion of the loans shonld be in rupees,
and I am not in favour of raising sterling loams.

Dr. Hyder. Q.—Please see page 388, with regard to taxing Guaranteed Rail-
way Companies, { think the Government of India took the view that taxation
should be levied on net earnings but the Secretary of State overruled that view ™
and said that the tax should be on surplus profits. Are you quite sure that the
Guaranteed Railway Companies are taxed mot on their net income but on their
sorplus profits? Do the shareholders escape the tax entirely?

A4.—1 should think that practice still exists.
Q.—You are in favour of taxing shipping companies. But it would be rather

difficult to bring within the scope of the income-tax authorities a company like
the P. and O. which has business in all parts of the world.

A.—It is possible to find a way out of the difficulty.
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20th December 1924.
Delhi.

PRESENT :

. Sir Cuarrues Toprunter, K.C.8.1,, 1.C.S., President.
Sir Percy TeHomrson, K.B.E., C.B.
Dr. L. K. Hyper, M.L.A. p

Professor K. J. KHAMBATA, M.A., Bombay, was examined and
gave oral evidence as follows :—

The President. Q.—You were a Fellow of the Elphinstone College?

A.—Yes, for twe years.

¢.—And you are part author of the book ‘‘Wealth and Taxable Capacity of
India?”

4.—Yes.

¢.—I understand that you undertake responsibility for Part I. Do you take
oo responsibility for Part i1}

.4.— 1 helped Mr. Shah in preparing some facts and statistics; but noihing
more.

Q.—You won't cbject to answering qnest.ioﬁs on Part II7?

A.—So far &5 1 am competent to answer them, I shall do so.

¢).--The first point is your very interesting discussion of the question of
‘he inclusion or exclusion of services. Yon distinguish between the national
dividend and the national income. :

4.—1n the usual terminology the two phrases are beld to be convertible, but
] suggest that a difference should be made between these two phrases and that
they should be applied to different ideas.

. —Which of the two is the one from which we must draw the taxes?

A.—I should think that ultimately they come from the national dividend.
Inasmuch as the national dividend itself is the final wages fund or distribution
fund from whick all services are remunerated, I should think that unltimately
the taxation comes from the nationa! dividend itself.

Q.—1f you could imagine a community in which all the surplos falls into the
hands of s money-lender, would noi the services by which he acquired that
surplus be taxable?

A.—Quite so, yes. .

Q.—But you exclude his services from the national dividend.

A.—But the reward of the money-lender comes ultimately from the national

dividend itself. So much is taken away from other people and goes to the money- .
‘ender, and so far taxation comes from that source only.

¢.—Well, when you compare your estimate of national income or mnational
dividend with other countries, as for instance, Japan, are you comparing like
with like? _

4.—Not exactly, inasmuch as in other countries they do not regard the
oensus of production as the national dividend,
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@—You quoie snch an estimate for Japan of £6 per head.
#4.—That is a pre-war estimate,
Q.—That is a pre-war estimate of what you define as the national incomef

A.—T have not been able to ‘get at the exact figures from which the calculs-
tion is made in Japan. I only took the figure from Dr. Btamp's article in the
- Statistical Journal.

Q.—That is an estimate, I take it, of the national income. He iz going
on the conventional method.

A4.—Yes,

Q.—And you compare that with Rs. 75 per head post-war for India which is
a national dividend onmly?

4.—Yes,
Q.—Japan includes services and the Indian estimats excludes services.
A.—To some extent that is so.

Dr. Hyder. (@Q.—PReferring to the answer which you gave to Bir Charles Tod-
hunter, when you spoke of the censns of production, I understand, you refer to
‘the English census of production.

A.-—English or American.

@.—In the English census of production initiated in the year 1907, they
arrived at the net output of each and every industry by calculating the total
value of the goods produced minus the valne of the materials which they bought
and the work which they gave out?

A.—Yeus,

¢.—In this net output of the industry you will agrea that the goods and ser-
vices were included? .

A.—T should think they were.

@.—Now, in the case of India, you simply refer to the production of agri-
-cnltaral stuff or other commodities. So, the English census of production as
conducted by the English authorities is not really what you have in view.

A.—What T am talking about is not omly agricultural production. I have
also taken the indusirial production into consideration,

Q.—The point that I wish to make is this. In the English census of pro
-duction, the net output of each and every industry incladed not only the com.
modities in the ordinary material tangible sense but also the services!?

A.—Yes.
@.—You are not doing that with regard to India.

A4.—With regard to Indian industries of all kinds, the value of prodoction
includes the price of services also—the services of manufacturing them. The
services which T am excluding are the mere services of the professional and other
classes, not the services embodied in the production itself. For instance, the
services of a farmer are embodied in the manufacture of his crops and so on.
The value of the crop so far iucludes the services of the farmer also.

Then followed a discussion between Dr. Hyder and the witness as to
whether material goods are ends in themsgelves or are means to some other end
and as to the meaning of the term ‘‘national wealth.” Dr. Hyder pointed out
that while Mr. Khambata had made the statement on page 6 of his hook that
economists have generally taken the term ‘‘national wealth’™” to denote only the
material and tangible goods baving an exchanpe valuwe, Dr. Marshall had defined
‘“‘national wealth” on page 60 of his book as including the individual as wall as
the collective wealth of its members, the individual weslth consisting of (1)
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material goods and (2) such immaterial external goods as are used to obtain
material goods, namely, business and professional connections, etc. Mr. Khambata
Irew the attention of Dr. Hyder, in this connection, to foot-note 1 on page 10
of his hook wherein he has pointed out the difference between Dr. Marshall's
meaning of the term and that accepted ty the witness; and also to page 49
where hre disclisses how the inclusion of ‘‘services” would involve double counting.

Phe President. Q.—May we take it that in referring to sconomists on page
6, vou exclude Marshall and those who take their views from him?

Ad.—Quite so.

.—May we now take your estimates on page 85! First of all 1
wonld like to refer yon to page 65. Yom refer there to Mr. Digby's statement
on the ratic of land revenue to income. Those percentages of land revenue to
outturn are quite different from those givenm hy the Famine Commission.

A.—TIt may be so. This portion of my book is only a historical resumé.

Q. —Then yon sav that Mr. Digby examined the noun-agricultural income in
detail. Can vou give us any particulars as to how he arrived at non-agricultural
income 7

4.—Mr. Digby made Lwo or three estimates. In the final estimate which is
printed at the end of his book he examined the commodities one by ome. He
does not tell us how he has arrived at his results,

@.—On the next page you say that there is a serious error in the counting
in his book.

A.—That is on one particular page in the final calcnlation.
@.—You nean to say that his addition was not correct?
4,—1t is only.a matter of erroneous calculation.

@Q.—You reject Mr. Datta's fermula and certain other formule and then you
take your figures from the ‘‘ Estimates of the Area and Yield.”

A.~1If 1 had proceeded to investigate province by province and circle by circle-
on the lines followed by Mr. Datta, it would have involved endless trouble.
Since the Government has already prepared some estimates on this method, I
have avoided the tromble myself.

¢Q.—Have you read any criticisms of the figures that have been arrived at by
that method in the reports of the Sugar Committee, Cotton Committee, Industrial
Commission and so forth? :

4d.-—I do not remember them just now.

@.—Would you be surprised to learn that the Government have regarded them-
as very unreliable?

A.—But they are the only figures to go upon. What can we do if the Govern-
ment has nothing better to give us than these figures? Mr. Shirras pointed ont
to me once that the farmer always underestimated his crops because he was
afraid that if he overestimated them, God might be displeased. Moreover we-
have introduced a column of errors to allow for deficiencies.

(.—Tlat is for filling in the gaps?

4.—Yes, oL N

Q.—There von assume a figure of outturn for an area for which you have no-
figures on the basis of the estimates for the crops in the area for which you have
figures. What crop do you assnme?

4. —We compared the area figures of each crop given in “ Agricultural
Statistics ** with its area figures reported in these statistics (i.e., ‘“Area and Yield
of the Principal Crops in India ” a copy of which witness had in his hand), and’
then found that there was a deficiency. These deficiencies in area were examined
crop by crop.
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Q.—You estimnte that tle crops grown wers the same as on the previous.
oceasiorn ¥

A.~—Thut is so. We always take the figures of area crop by crop; and net
of the total are..

The President went theough the figures for different items like tobacco, fraits
and vegetables, groundnuts, fodder crops, manure, milk, fisheries, and alcohol;
and after pointing out the differences between the figures given by the witness
in his book and those given hy other economists like Mr. Findlay Shirras, Messrs.
Wadia and Joshi, etc., considered that most of these figures were mere guess
work, The witness concuired with the President in this view with regard to
the items mentioned, and szid that there were absolutely no figures to go upon.

@—Can you tell us how we should proceed to get an estimate
of the agricultural produce of tie country?

4.—To the matter of agricnltural produce, we should ask the district and
revenue officials from the Collector downwards to say how far in their opinion the
statistics reported are accurate.

Q.—You may take it lhat the Government of India have sakisfied themselves-
that the present system does not give an accurate return at all. Can you tell
us by what other method we can get correct returns?

4.—I wish you had given me notice of these questions. Anyway, if the
Committee wishes to take a census of production, then I do mnot see how,
considering the limited time at its disposal, it can proceed in the matter except
by asking the district and local officials to give their opinion as to what they
hold to be the percentage of errer in these Estimates,

Q. —Do you think it would be practicable to take a census of production in.
this country? You are probably aware that in England it took about 6 years
to take a census of preductien, and it would probably take much longer to take
a census of production in this conntry?

A.—We can certainly arrive at rough figures in this country, but with all the
labour, time and expense, it is doubtful if exact fizures can be arrived at at all. T
don't think it is worth while employing a staff commensurate with that which
was employed in England for taking a census of productien. As regards indus-
trial production, we have got a Dist of large scale establishmenis, and the
Government might make it compulsory on the owners to give us an idea of
their gross production. Legislation on the lines of that which has been intro-
duced in the Bombay Council would be required for the purpose. But there is
always the difficulty that owners would be unwilling to give the precise prodnc-
tion figures of their establishments. As regards wages, we have got some
excellent monographs on wages in some provinces, but as 1 have not studied
that subject thoroughly, I refrain from dwelling on it further.

) @.—Now have you examined the question as to what laxes affect particular-
classes 7 .

A.—1 am sorry I cannot help the Committee with my views on this subject
either. Prof. Shah will be able to say something on this.

Q. —What sort of figures would you look for? Figures of family budgets?

A.~-I have not much faith in family budgets, because even after collecting
and examining many family budgets vou cannot arrive at any very definite-
results. The enquiry into the family budgsts of the working classes in Bombay
was on a small scale, and T den’t think such an enquiry would be sufficient to
give a general idea of what taxes affect parlicular classes. Besides that, as
the majority of our people are poor and illiterate, I don’t think they will be
able to gmive us any correct figures of their expenditure. T am aware that
enquiries inta family bodgets have been conducted in other countries, but they
can have received only a very rough idea from the figures collected as to what
taxation hits particular classes. )

Q.—You don’t think it is necessery to pursue any detailed examination of"
the firures of the wealth of particular classes?
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d4.—That should be the first step in an enquiry igto taxalion, because unless
we know the economic position of particnlar classes we shall not be ahle to
wange Lhe burden of taxation.

@.—How are you going to asceriain their position? In what manner can you™
arrivo at correct figures? Have you not in the first place to decide what taxes
‘hit particular classes?

4.—As regards the distribotion of the wealth, the income-tax figures are very
incomplete, But they can give ms some idea about the higher incomes.

Q.—If you find a class that pays no taxes, would you say it is quite un-
Necessary to worry about them unless you are poing to suggest that they be
taxed?

4.—That is so. The poorer classes stand in great need of relief. Looking
to the figures of average income, I should say that land revenue is a heavy burden
of taxation upon the agricultural classes. I cannot say exactly what proportion
land revenue bears to the lotal income, that varies considerably with provinces
and tenures. I have found out the per capita income of the people, and Prof.
‘Bhah puesses the per rcapife income of the lowest classes to be about Rs. 52,

Q.—Would the figures of the ratioc borne by the land revenue to the gross
or net yield per acre be of any use!

A.—Such figures are prepared, but I have no idea in what way they will
‘help. I have not thomght about this aspect of the guestion.

Sir Prrey Thompson. Q.—Would you tarn to page 200 of your hook ? Take the
years 1921-1922. You take the total income as 23,64 crores, you take the popula-
tion at 319 millions, and dividing the cne by the other, your gross incoeme per
-capita iz Rs. 74, In your 23,64 crores you have excluded the non-produnetive services
and there ars quite a number of people who are engaged in non-productive ser-
vices, Therefore when you are getting at the income of the producer, should yon
not divide it not by the total popmlation but hy the number of people who are
producing?

4.—T have tried to show in ch. iv of Part I, in the course of my arguments
that the value of the commodities includes the value of alf the services rendered,
just as in a hoot factory the value of the final production includes the value of
the services rendered by all persons from the Director down to the porter.

Q.—As repards your average income, if yon take the people wheo
are performing services which do not contribute towards production and
transport them to the Andamans, you will still have the same production and a
less population. Therefore, the Rs. 74 that you get is not the real income but
the income after they have paid for all these non-productive services. 1 snggest
it is the wealthier classes who epjoy them that pay for these services and not
the raiyal. I therefore suggest that if you are to get at the real income of the
raivat hefore he has paid for those services you should divide the total preduction
not by 319 millions but by the number of producers.

A.—That is so.

Q-—Therefore. the raiyat’s income, on your own showing, wiil he considerably
higher than Rs. 74. T make it out to be 17 per cent. higher. That adds another
12 rupees and makes his income Hs. 86.

4.—Buot then he does pay for those services. You have got to take the tatal
income of the country, estimate what js taken away from the producers or the
raiyats out of this, and then divide ihe income which is left to the raivats by the
number of raiyats. The income which is left to the raiyatls is not 23,64 crores.

Q.—23,64 crores worth of goods are produced by the producers. After they
have divided that up, certain of them pay for non-productive services. Take
'23,64. croves and divide it by the number of producers, and you will get an
average of Rs. 86 for each producer. It is peifectly true that some of them
will pay away a great deal of that Rs. 86 in non-productive services. But it is
‘the people in the higher levels that will do s0 and not the raiyats.
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A.—There is some flaw in the argument.

©.—T suggest that the man getling Rs. 86 a year won't pay away Rs. 12
for non-productive services. That wounld be done by people in the higher acales,
getting 2,000 or 3,000 or B,000 a year.

A.—I think that is a fallacy.

T¢.—You say in the next paragraph. “What can a r raiyat do with possibly
lesthhan Rs. 5} per month bt[:: stf;rvl; himself graduallﬁz dea{h”. I suggest that
hefore starving himself to death, he would rather dispense with those services.
T go further and say that a man in that range of income does not pay Ra. 12
on non-productive services. Therefore it is not correct to say that his income is
Rs. 74, It is something like Rs. 86 on your own figures.

A.—1 should like to put it this way. I should like to take the whole fund
at our disposal and find out how much of this fund is actually taken away by the
non-producers’ class and how much is left to the producers’ class. Can we not
do that?

@.—I don't think you can, Non-produciive services are luxuries and they are
almost entirely consumed by the wealthier classes. It is weighting the poorer
people too much to give them a per capifa charge on the non-productive services,
because they do not have those services. They have very little to spend on
non-productive services,

¢.—Ther, on page 207, in Mr. Shah’s portion, in calculating the net residue of
the production which remains in the hands of the producers, he makes a deduc-
tion of Rs. 300 croves as the additional cost to the final consumer. Why is that
made?

A.~-Mr. 8hah’s argument, I think, is this. The producers’ class produces
about Rs. 24,00 crores worth of commodities, out of which they have got to provide
for imports, and they have also got to pay for transport and other commercial
services; for which this deduction is made. It actually goes away from the
producers’ class to the non-producers’ class, though some of it is within the
conntry itself.

Q.—I am merely critivising the fignre, You deduct Rs. 300 crores as the
additional cost to the final consumer, and you deduct Rs, 100 crores as the sacri-
fice or underpayment to the Indian producer of the exports; these Rs. 400 crores
go to the middlemen, don’t they?

A.—A certain sum does go into the pockets of the middlemen.
@ —Won't it all go?

A,—Except what is accounted for by the difference between the actual exports
and imports.

Q.—By middiemen I mean people who would make a charge for handling the
goods. These Rs. 400 crores has to be divided between 18 million people, because
I see that that is the number of people who were engaged in those operations.
‘That gives you an average of Rs. 222 per head. Ts that unot very enormous?

A.—T think Professur Shah's whole argument is that for Rs. 300 crores worth
of imports which our producers’ class finally enjoys, they have actually got to
pay out Rs. 600 crores worth of their own commedities.

Q.—I am really trying to test whether those figures—300 and 100—are right.
4.-300 is, T think purely guess work,

Q.—Whether it is guess or not, he does in fact deduct that Rs. 300 croves. It
seems to me that Bs. 300 crores 13 an excessive deduction to make,

A.~-That 35 what he has done, however.

Sir DPercy Thompson.—What T have said above is what he bases his whole
argument on.

{Before witness left he said he would like to point out an error on page 307.
That is the portion where Mr, Shah dealt with the distribution of the national
dividend among the different people. After the words *'230,000 individuals pay-
ing Income Taxes with an average income of Rs.”” a whole line was missic

viz.,, “5,000 absorb Rs. 115 crores among them and support a populeticn o
1,150,000 persons,”’)
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The Hor’ble Mr. LALUBHAI SAMALDAS, Bombay, was
examined and gave oral evidence as follows :(—

The President. .—You are a member of the Council of State and among
other things, yon are the President of the Indian Economic Association?

4. —Yes.

@.-—You have been good enoughh Lo read a proof of our guestionnaire. You
are the first witness who is giving evidence on that ouestionnaire, I may take
it that you recogmise, as we hope all witnesses will do, that, althongh we are
bound to cover a very large field, we do not ask any witness to address himself
to more than a few of the nuestions in which he is especially interested.

A.—I do not think anybody can do it. You have, if ] may say so, covered
the whole ground and have hardly left out anything. Only a man who hae
not only a very good knowledge of Economies but has in addition some knowledge
of land revenue systems and the way in which these general taxes are administered
can reply to all these questions. T have gone through the whole list and [ can
.only veply to twenty or thirty of these questions. At the very outiet T nav say
that I attach great importance to questions beginning from 147 under the heading
of the Division of the Proceeds. It will be necessary for witnesses and for
the Cummittee to decide as to what will be the share of the Central Govern-
ment and the Provincial Governments when the further instalment of Reforms
is granted. The Central Government is passing over its duties to the Pro
vincial Governments and will keep most.probably in its hands the work of
administering the Law, Justice and Order. and will have also the charge of’
the Militery, Foreign and Political Departmentis. In that case its income will
have to be only commensurate to its expenditure under these heads. We do
not s~ yet know what the proposals of the Reforms Committee will be. 1 think
the recommendations of this Committee will have to be tentative till we know
where we are with reference to the Reforms.

Q.---1 take it that your point is that we mnst try and say that the theore
tically correct system of distribution would be one that is sufficiently elastic tc
be adapted te whatever changes may be made.

A.—~If you lay down bard and fast rules for division then they will have
to Lie revised as soon as the new instalment of self-government gives over more-
work to the Provincial Governments. If you want the Central Governmeni
meraly for Military, Foreign and Political, then Customs or Salt might do fo
their purposes. .

Kir Percy Thompson, {J.--Supposing the functions of the Central Government
were so far curtailed that only 5 crores of rupees were required for it, would
the Centrat Government not even then collect tixes like the income-tax and also
the death duty if it was imposed and then hand it over to the provinces, T
suggest that it is alweys impossible to collect income-tax and death duties ip
the provinces because you run the risk of double 1axation hetween the different
provinces.

4.—In Bombay we are feeling strongly about the income-tax and if you like
I may put the Bombay point of view before the Commitiee,
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Phe President. .—We are concerned with the theoretically correct distri-

bution, So if you put it in general terms without raising the question of any
particular province, it will be better.

A.—The principle that will have to be decid:d is whether the income is

earned in the province where say a factory is sitmated or whether it iz earned
by the province which has invested the money.

Q.—May T take it that you are addressing yourself to Question 148 where
we have endeavoured to put your position in general terms?

A.—That is a penecral question. I believe a question was raised to the effect
‘that income-tax should be provincialised and it w~as said that if a province
had a bir industry in its territories and we allowed the income-tax io be collected
in the province where the Cowmpany was registered, then it will not be fair 1o the
province where the factory was situated.

Li. Hyder.
vincialised

A.—1 do rot know.

8ir Percy Thompaon. @ —I1 think the difficulty is this. Most legislators charge
inco -e-tax on iwo bases, one residence and the other the place where the income .
arose. 1f ircome-tax i3 administered by the provinces you will have a large
namber of cases of income ari-ing in one province and enjoyed by the residents
of another province. Both these provinces will put on taxation.

4.—Bub income Muld not have arisen in a province which produced, say,
ore or coal, for these cannot be used, unless money was found to win and work
the ores, Ie pot the money to be tfken into consideration as one of the factors
ot production and of the earning capacity of a factory?

@.—Take a practical case. Supposing you take the case of a barrister living
in one province and exercising his profession in another. Both these provinces
will want to charge this barrister, one hecanse he earns his income there and

the other heranse he resides there. In this way you wili have that man charged
twice over for income-tax?

G.--Ds you know cf any country in which the income-tax is uro-

4.—T do not want anybody to be charged twice, although T will not mind
lawyers being charged tw:.ce (Laughter). My view is this. Take the iron and
steel industry. The ore is produced, say, in Bihar and Orissa and the factory is
also situated there. Thz coal comes from Bengal and the meney is provided hy
the whole country, chiefly Bemibay, and the Compimy is registered in Bombay. -
If the income-tax is collecied by the Central Guvernment, the difficulties of
collection will disappear. Perhaps the best course would be for the Central

Government o collect the tax and divide it between themselves and the
Provinces on a scientific basis.

" T!:z President, Q. —That is to say, you would adopt No. (4) of Seligman's
ideas?

A.—T aceept (4) as repards income-tax. As regards Customs it is rather
difficult, They will have to be used entirely by the Central Government.

@.—As regards Customs, you accept the propoesition in Question 1527

A4.-1 think we will bave to do it partly because it would he very diffionlt
to divide the income on the basis of consumption or production, but more espe-
cially because the question of the TIndian States will come in. If you accept
the principle that the Customs revenue is to be divided between the provinces
that consime articles imported—I am talking of import duty only—then most
of the Indiwn States that have no ports and are land locked, but have to import
articles, such as the States of Hyderabad, Mysore and Gwalior, will insist that
they should be paid a rebate also. To avoid that, the best course is to make
it Central. As regards land revenue, it has been provincial for so many years
that we need not change it for tlhe present. T would therefore keep it pro-
vincial. My reison is that land revenue is collected by the Provinciaf Govern-
ments and as agriculture and all allied subjects are provincial and transferred
sobjects, money will he spent on them Ly the Proviacial Governments,

©@.—Bo that to the land revenue and Customs you apply the third method
of Seii"‘}“an?

4. —Ves

@.—Then we come to a rather difficult question, I mean Question 153,

4.—1f you accept that principle you have to accept it in the case of import
duties also. I know Bengal's claims for jute but I do not want to give it
to Bengal! <imply because Bombay would claim it for cottop.
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©.—Then we come to Excise. Generally speaking, indirect taxation is Federal
but here we have a pecnliar arrangement under which Excise is entirely pro-
vincial. I do not know of any other country in which you have such an emormons
variety of excise rates. Generally speaking, in other countries the excise rate
is one for the whole country. What we have asked is whether it is practicable
to have a basic rate and have the excise revenue collected through the Imperial
Government ?

A.—In my upinion it must be provincial chiefly becanse the policy as regards
Excise will have to be settled by the provinces. 1f a Provincial Council like
that of Bombay decides to do away with the whole of the duty within 20 years,
that Government ought to find means of raising wncome to take its place. Why
should the other provinces which are not so very " moral’™ be compelled to
pay Bombay’s expenses for its being ' moral .

¢.—-We had better leave the ligmor alone for s moment. Take opinm. Is
there any reason why the whole proceeds of the opium monopoly ‘should not go
to the Central Government?

4.—Opium in & sense is land revenue. Supposing we decide to do away
with opiam caltivation, then the income will be land revenue.

Q.—The cultivator pays his land reveuue independently but sells his produce
to Government?

4.—That is a monopoly fixed by the Central Government. I think it might
be made central. )

Dr. Paranjpye. (.——What about the prchosed duty on tobacco?

A.—TI do not smoke. So it does not matter to .ne.

The Prestdent. ).—Supposing such a duty were levied." It is of course am
indirect tax. Would you make 1t Central or would you make it Provincial?

A.—I am for giving more powers to the Provincial Governments. My
mentality 15 such that ¥ want more money for the provinces and I want the
Central Government to have only as moch—and just a little more—as they would
require for their own work. I know I am now talking more on political grounds.

Q.—Would you approve of the second procedure in certain cases?

4.—This would be one of those cases where the tax onght to be assessed by
the Central authority with the previous consultation .f the local Government.

Sir Percy Thompeon. @.—Do you think you can apply principle (2) to
income-tax?

4.—No.,

Dr. Paranjpye. Q. —What about Stamps, both judicial and non-judicial ?

A.—1t might e done in the case of non-judicial stamps, after consultation
between the two Govermments.

¢.—What would you do if the two Governments differ? You would leave
the final authority o the Central Government?

A.—Yes, If you so like" it, you can let the Provincial Government have
the right to appeal to the Secretary of State.

The President. (J.—Would you approve of Seligman's proposal of a combi-
nation of processes {2), (3) and (4) wihich would broaden the basis of the division
and enable you to transfer shares of taxation with functions without making a
new distribution of sources?

A4.—Yes.

Dr. Paranjpye. {.—If death duties are proposed to be levied, do you think
that they should be Central or Provincial?

A.—] hope desth duties wiil not be imposed. But if that js done, I will
rake them provincial. . .

The President. (.—What is the next item that you are interested in?

A.—The next (inestions I would like to answer are Questions 19 and 20.
f have not been able to realise. what sort of particular services are referred to.

@.—We were trying to reckon the incidence of taxation on the population
a8 a whole. Should we reckon, for instance, the taxation imposed by the
Bombay Corporation? The point is that if you are reckoning the taxation of
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the country as a whole you do not include generally the taxation of local bodies
which is for the benefit of particalar localities.

A.—It onght not to be included. Suill, the taxpaying capacity of the people
will have io Le taken into consideration.

(.—You mean to say the tax paying capacity of the locality?

4. —With regard to Question No. 20, I think it would be better to have
one rate and then sub-divide it for accounts purposes. If the total sum is taken
and it is allocated to specific services, then it will not be difficult to say what
are general purposes and what are specific purposes.

As regards statistics, speaking chiefly of agricultural statistics, I should say
that they must be very carefully drawn up if they are to be of any use.
Question No. 4 asks if 1 can make any suggestions for the improvement of the
present methods of recording and compiling the available statistics which would
not involve legislation er large expense. In my opinion, unless Government is
prepared io incur large expenditure, it will not be possible to collect any
statistics which could be relied upon. I would rouch rather do without any
statistics than have statistics which cannot be relied ou or which canoot be
clearly understood. The statistics now available are not reliable and are based
more or less on guess work. The figures of normal yield are supplied by the
tahsildar or patwari who very often collects villagers in the village Chowdi.
and try to gather information from them rvegarding the yield per acre. Instead
of the present method, I would adveocate the collection of statistics by crop:
cutting experimenis over selected areas for each type of village. Unless we
have a regular examination by erop culling experiments or the work is done
more systematically by the village beadman. patel or kuikarni by actually taking
figures from intelligent agriculturists’ books, it will not be possible to arrive
at correct figures. The present figures are practically no good. It will not
be difficult for the village headmen to select two or three survey numbers in a
village and ask the men to give him correct figures. There are cultivators in
my part of the comntry who keep regular accounts and who are able lo give
fignres to the village hcadman as regards their income and expenditure and
also the crop yicld per acre. On that basis the village headman might collect
the figures for the whole village.

@.—Crop coiting experiments would give you the normal outturn. Then you
wonld have to find the ontturn in terms of that normal for the whole area in
the village?

A.—That w.Il Le much better than what is done at piesent.

¢.—Do you think it is likely to be mare accurate in the provinces that base-
their normal on crop cutting experiments than in Bembay where you base your
normal on lccal estimates?

4.—The crop culting experiments must be carried on only in some places, but
figures should be collected annually for larger areas.

.—Have you had any experience of making these experiments?

A.—I can speak of experiments made in my own State. In those days our
attempt was resented by the people. They thought that the State had a motive
behind it in getting all these results, and that motive was to increase the land
revenue. We had great difficulty in persuading tie people to agree to our
experiments. I now take up question No. 7. Estimates collected in the manner
suggested in guestion No. 6 will have their own value, but I want this enquiry
to be foilowed up by action by the Provincial Governments in helping the people to
earn more from agriculture, becanse we find thalt our agricultural incomes
compared with those of other countries are poor, and the reasons for such low
incomes must be found out.

@.—That is a matter outside the scope of our Committee.

A.—But yoa: enquiry should he directed towaids that end, if it is to be
of any use to the agriculturist and to the country. Then I take up question
Wo. 12. The history of forest administration reveals a rather dismal tale.
Before the forests were reserved, people in the villages had what might be called
a prescriptive right of taking gum and other forest products free of charge
and selling or using the same. The village people have now to pay for these
products, and I should call the income thus raised a tax. The villagers contend
that they had a prescriptive right to collect the forest products and that the
Government merely for the sake of getting more revenue is making them pay.
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@.—May I understand yonr position quite clearly. You say that forests were
-common property originally from which anybody could take what he liked!?

A.—¥orests were looked upon as communal property.
@.—Naw the (Government representing tlie community controls the forests?

A.—XNow the Government representing the gemeral taz-payer, and not the
-eomtnunity, controls the forests.

¢—I am looking at it from the point of view of the definition of tax. I
-do not quite see where the element of taxation comes in.

A.—TForests used to be looked after and preserved in olden times by the
community, :ud that perhaps led to their grow:i. Now the village people
.are debarred from taking anything out of the foresis. One of the chief reasona
why agriculture is sald to suffer is that while formerly people used (o get
their fuel free from the forests, now they have to use cowdung in place of
fuel, with the result that they lose all cowdung manure. Natoraliy agriculture
suffers becanse it is difficalt to cobtain even cowdung manure.

Dr. Hyder. (1.—If you follow up vour argument, it comes to this, that if the
villagers go to the forests and cut down the trees, ihen there will be nothing
left in the forests, .

4.—In spite of the villagers having the right in former times of cutting the
trees, the forests did grow, and as a result there were more rains than now.
The average rainfall is now going down in spite -f your reservatiom of forests.
In former times the forests were preserved in sach a way that we bhad more
rains, but in spite of vour policy to reserve the ‘urests, we hear the cry that
the normal rainfall is going down. Why bas the rainfall gone down during
the last 20 or 30 years, though your forests are all reserved? It has been
-dinned into our ears that forests draw the rain—that is what we are told.
Anyway, as it is an academic question, [ need not go into it at length. Then
1 take up yuestion No. 14. It is whether there is any element of taxation in the
revenue derived from railways, etc. Before replying to the general question,
T would like to give an instance of how the increase mn freights afiects industries
-and ought therefore to be considered a tax. In the Budget of 1920-21 a proposal
was made lo levy a surcharge on railway freights, and that surcharge was to
be on a very large secale and if I may say so on an unscientific basis as
proposed in the Bill. The Tata Iron and Steel Company found that the sur-
charge, as proposed in the Bill, would be such a very heavy taxation cn the
iron and steel industry that practically it would have to close down, Conse-
quently one of the agents of the company, Mr. Peterson and myself came hare
and we had a talk with the Hon'ble the Commerce Meniber on the subject, and
as a result of the discussion the surcharge was modified in such a way that
it did not very adversely affect any particular industey. II the Bill had been
passed in its original form it would have meant a very heavy taxation on some
industries,

@¢.—Under the new scheme of the separation of the railway finances from the
ene?ral finances of the (Government of India, is there any element of taxation
eft?

4.—The new arrangement has been worked out, 1 believe, on a scientific hasis,
and yet it provides—speaking from memory—for a larger income than what
shoull be a bare return or even a commercial return. After the deductions, I
think something like 1 per cent goes hack to the general taxpayer after provision
is made for interest and depreciation. Therefore I regard the 1 per cent as a
tax. Why should Governrient make money out of railway investmenis?

Then again as regards irrigation, 1 am asked to say whether I prefer the
charging of a fair commercial profit. I really do not know what is meant by
‘ commetcial profit.” In these days a businessman might expect B per cent, a
Marwari 12 per cent, perhaps a Shylock might expect 24 per cent. I would not
mind your making provision for bare cost of supplying the water including the
interest on the capital invested and also a small percentaze as provision against
bad ogtlean years, but I do not think it is fair to charge higher rutes and make
a profit.

Dr. Paranjpye. Q.-—For these Government undertakings which brinz in a
return, would you provide for an amortisation by providing a sinking fund?

4.—1 cannot answer this gmestion just now; I want more time to consider it,
But T do not think prductive debts need sinking funds. That is my aopinion
-at present, but I do not commit myself to it.
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8ir Perey Thompion. Q.—Supposing you bave a large erea occupied by & nam-
Ther of coltivators and for whom large irrigation works are necessary in order to
increase the productivity of the ﬁand. Obviously the individasl cultjvators
themselves cannut provide the capital and therefore Government steps in and
does it. Supposing it doables the productivity of the land. Is not Government
entitled {0 something more than a bars return on 1ts capital?

A.—That case is provided for in question No. 16. I thought of referring to
it later on. Question 16 says *“When land newly brought under cultivation or
guaranteed a sapply of water for the first time increases largely in value, ja it
right that the State should take a portion of the increase.”” 1f that is done,
then the irrigation charges should merdly provide for bare cost plus the icterest.

in this connection 1 will give an instance. Government acquired some landa
in Belapur in the Bombay Presidency for a sugar factory at the rate of about
Ra. 75 per acre, and they leased it to the company at a rate much higher than 6
per cent. oo the price paid for the land. In the first instance, they worked out the
income of the cultivators and alwo 1he iand revenue and the Government leased
the land to the company ai ten times the assessment, so that they did not mereiy
-make 6 per cent., but made a profit on account of the higher assessment, and
this may be called a bettertnent tax. At the time when Government leased tue
land to the company, it had not the advantage of irrigation; Government were able
to acquire it at a very low rate knowing all the while that the land will bave
irrigalion facilities in a year or two, and th:n they leased it to the suxar
-company and made money out of the transaction over and ahove the & per cent.
that they paid for it. Tbhat would be betterment.

@.—There is an increase in the annual output and there is an increase 1o the
xapital valoe?

A4.—1 wounld pot charge anything for capital value if the Government have
the courage to bu%v lands at the ruling price and then eell them after fixing
-their assessment, ill any Government be able to do it? A paternal Govern-
ment may be able to do it, it might be done in an Tndian State, but the Govern.
ment of India will not be able to do it. T want the Trrigation Department not
to be & losing concern but to make sufficient for interest, costs and provision for
lean years, il any. As I replied to Sir Percy Thompson, 1 would soggest a
bettarment tax. To charge anything else from the capital valoe is not feasible.

To Dr. Hyder.—As regards productive debt, I have not carefully studied the
latest proposals of the Finance Member. Personally I don’t think that a sinking
fund i3 wvecessary for productive debts. That is my provisional opinion. 1 am
not going to commit myself on this question. .

Dr. Hyder. @Q.—Are these irrigation works, so far a5 their expenses and
profits are concerned, to be taken separately or is the whole irrigation system
-of the Presidency to be taken together!?

A.—]1 will take them separately.

Q.—So that in the case of one system which pays handsomely, yon would
not charge h;ghlfy, but what would you do in the case of a system which is mainly
of the natare of protective works? You cannot make the general tax-payer pay
in such a casa.

4.—At present we are talking of the productive, not the protective works.

@—The whole irrigation sysiem of the Deccan, for instance, does mot pay
even a return of the interest in many cases.

4.—As regards protective works, the general tax-payer has to pay. I th
question No. 15 referred 10 produ’ctiva g:rorks only? v pay oaght

Sir Percy Thompson. @.—In the case of priductive worls, .yon sa ]
would charge a water rate which will give a sufficient iui.carmf.s,m:ly the gpiyt:],
costs, etc. How woald you measure your bettermeat tax?

A4.—T cannot lay down any qenernl principles. I will give you an instance.
The proportion which the rental on canal irrigated areas rs to the old ans
is uvsually 10 to 1 in that part of the country of which I spoke above. I won't
take it as the rule for other parts of the country, 1 am merely talking of one
particalar instance.

Q.—You think that it is fair that your betterment charge should bs based
on the incressed productivity cawsed by the capital irrigation works?

A.—1 would do that, after taking into consideration the extra e diture
that the cultivator will bave to incar in growing irrigated crops snd deducting
the same from Lhe estimated incresse in producticn.

VUL. B
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To tAe President.—Question No. 21 is more for economists to answer. T merely
wanted to say that luxuries of to-day m.y become necessiiies of te-morrow.
Motor cars and motov busses, for instance, which were Inxuries at first are
looked upon now a8 necessities. :

I then came to question Ng. 31. I have read something about the capitation
tax m Burma and I understand that it is levied not actmally for irrigation or
any oiher purpuse. It is levied ai the sweet will and pleasure of the local
officers and it is felt on sentimental grounds to be .a humiliating tax. If this
represents the correct state of things, then it onght to go. But I do not knew
all the facts about it.

Q. —The thethemeda is levied by the local bodies, is it not?

A.—]1 sm talking of the capitation tax.

@.—That is called thathameda in other parts of Burma.

A.—They have power to forego it in any case if they like?

Q.—They forego it in the case of teachers of religion and certain other classes.

A.—] do not know on what basis they do it. The chief grievance agai-st it
was that its administration was in the hands of local bodies who levied it in
such a way that it was a harassing tax, That was the complaint made by
Mr. Ramachandra Rao, M.L.A., who always writes soberly. 1 thought he had
made out a very strong case against it. 1 merely go on what he said.

The chowkidari tax, as I understand it, cannot be classed with the capitation
tax, or the profession tax. The chowkidari tax, as it is used in my part of the
couniry, is a tax levied for special chowkidari services rendered to the people.
Tt is a remnant of the eld sillage communal system where each particular com-
munity which rendered services to the village was paid for out of a common fand.
I do not know why it is classed along with capitation tax. Capitation tax is not
for services rendered.

I come now to salt tax {No, 32). Balt tax is one of the most objectionable

taxes. Still, 1 consider the capitation tax om principle to be more abjscticnable
than the salt tax.

@.—One of the proposals made to us the other day by a witness waa that
there should be levied an edocaticnal poll tax. You would not agree?
" A.—Ne.

Sir Percy Thompsom. (.—What is your objection to the salt tax?

4.—On principle T think salt tax is levied more because it can be collected
easily. It huris the poor more than the rich. I cansume as much salt as my
chowkidar or servant does and yet I have to pay as little a5 he or he has to
pay as much as I. It is more a tax on poverty than on the richer classes.
. @.—That criticism would be applicable if the salt tax was your only tax. But.
if you want to tax 1o a very small extent the poorest classes and then ger your
graduation by means of other taxes, is it not a very simple means of getting it?

A.—It is becsuse of the administrative facilities that it has been imposed.
That is what I object to. We have heard it said both in the Council of Btate
and in the Assembly that it can be easily administered and realised.

@ —Is that not a great virtue?

. A.—To me the virtne of a tax is that it shounld hit the poorest clasass as.
little as possible.

Dr. Paranjpye. Q. —What other tax would you levy if you want to get
something out of the poorest person?
A.—T would exempt them altogether. I know yom asre a eocialist.

@—I want to bring yon down ite the propositivn that the rest man
shonld not be taxed at a{I e poped poo

A.—1 should think so.

To Sir Percy Thompsom.—The poorest class have to pay through the nose for
everything. 1 get my wheat cheaper. The poorest class has to puy more and
that is an indirect tax he has to pay. 1t may not go to Government in the firsh
instance and may go to the middleman but the middieman’s profits are taxed
by the Government. He does pay for it in this way.

¢.—It is rather a far cry to say that it is taxing the poor man when he-
is taxed through an intermediary wgo makes pmﬁt.mg poo
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A.—1 do not know. The mau has to pay. It has heen called a sentimental
ebjaction, but I strongly object to it. ere is another reason. Although the
Yaiest salt reports of (jovernment tried to show that the reduction of the
consumption was not due to the heavy taxation, any how the doubling of the
salt duty did lead to a certain reduction in consumption. As it is, our poor
men are not able to get the percentage of salt that is absolutely necessary
according to high medical aunthorities.

The President. {.—Could you give us that percentage?

A.—Malhall's dictionary gives all thesa figures. T could mot get any further
materials. England's consumption, I believe, is 72 pounds, per head, 36 for
industrial and 36 for human consamption. Even in poor Ruossia it is 15 or 16,
while in India it is 12, and it weni down to 10 or 10} under the doubling of
the duty. These fignres are very interesting.

Q.—Was not the reduction to 10 or 10§ simply due tc excess removals in
one year prior to the changel

A.—That argument has heen used. As I said in Council last year, if this
fact was known to the sall merchant before it was known to any of us even
in the Assembly or the Council of Stats, then the administration of salt must
have been very defective.

Q.—Don't you know thst they speculale on thess things?

A.~—The year before last there were no heavy drawings. The Bgures for
January, February and March of that year were sapplied to me.

Dr. Paranjpye. Q.—Since the salt tax was raised, people did not .re!;mva salt
in that year and allowed their stocks to go dowm. Is that not possible?

A.-—That ar%nmentr also bas beeu nsed. It is no ose examining the Ffigures
for one year alone. Take Gokhale’s figures for the last ten years when he
spoke on the subject in Council. You will find that actoally the consumption
varied inversely to the salt duty.

Dy. Hyder. Q.—World Kou accept this, that the demand for salt is inelastie,
whether the price be high or low. The total gnantity demanded shows no
responsiveness to changes in price. .

4.—1 do not think so.

@.—If the CGovernment puts a heavy duty on salt then the tgeople do not
reduce the q{uantity that they consume and if they take off all the duties and
if the price falls very much, even then the people do not consume more salt.
4.—1 do not accept that. I merely refer to figures given by Gokhale for
the last ten years in 1901 or 1902. T{ose figures show that there has been a
regular fall in consumption when the prices go np. You will find those figures
given in the printed speeches of Gokbale. The Becretariat Library has got a
copy of the speeches. It is also in Natesan’s poblication of Gokhale's speeches.
I wonld refer you also to Mulhall’s Dictionary. I wanted to say that I do
not like the salt tax at all, but I think the capitation tax is worse 4 salt tax.

The President. Q—How would you oomfate salt and tobacco?! Would you
like to substitute a tobacco tax for salt tax!?

4.—1 have not thought of it. I cannct tell you off-band.

Dr, Poranjpye. Q.—If you want to do away with the salt tax uld
make the income-tax graduation even ateeper? 7 » Wou ym

A.—Y wonld. Y am not merely posing as a friend of the . T pared.
to pay for it and make the richez men gay for it. poor e

. Coming to question No. 36, cn principle I think that earned income—
income esrned by & man with the sweat of his brow—ought to be given some
relief compared to the incomes that are hereditary or got by investment in

vernment paper. T am talking parely from the layman's point of wiew. I
de not know what economisie would say on this point.

Q.—Take the case of a man who has got one crore of capital. H i
He attends his ofiice from 10 Am. te 6 .M. and looks :fter it :nsln::rﬁ ;t;

mmm:’on iL of, say, 8 per cent. Would you call all that income earned income
or mot?

4.—You wilt have to divide it. It is a very difficult blem. I
put 4 per cent. or 5 per cent. as the investment vzlne and th:r:xt::! 3 perw:;l:
as the carned income, as due to bis own labowrs. T would charge different
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rates on the two if it can be arranged. Tt is for sadministrators to say whether
it can be dome,

Sir Percy Thompson. @.—That certainly would be the ideal. But wounld
there not be frightful difficulties in administering it?

A.—I know it is a very difficult problem, Bot as the question has been put,
1 thonght I had better answer it.

@.—According to the English method, if income is earned by personal exertion,
you knock off 1/10th before you tax the income. A lot of people think that
that is too small and want to knock off 20 per cent. There have been motions
in Parliament to knock off 20 per cent. At present yon knock of 10 per cent.
from the whole earning subject to a maximum.

A.—The tax might be graded here also in a similar manner. The reduction
might be put at 20 per cent. for meu earning 1,000 or 1,500 a month but should
be only to 10 per cent. to men who earn, say, one lakb per annom.

@.—Yon wounld deal with the guantuam of the increment by graduation, not
by differentiation? ’

A.—It is for administrators to say. The guestion baving been put, T thonght
I might say what I thought of it. I saw in the papers that there was »
roposal to differentiste between permanent inccome and temporary income. I
o not know whether it is possible to divide incomes into incomes from pre-
carious sources and other sources, ss suggested by ome of the witnesses ore
the Committee.

As regards question No. 26, T do not think it is possible to make any allow-
ance unless the Committes decides that some special allowance shonld be made
for children's educatinn, if that is possible.

@-—That is the English system again. 8o mnuch js deducted from the taxable
income for each child, and when the man makes his return he will have to
indicate how many children he has. It iz perfectly easy ta verify that statement,
because there yon bhave registration of births and deaths. Yonm have noi that
system here. The guestion is whether you can verify his claim.

A.~1 would not do that to start with for all children, hut I would make
some provision specially for children who are being educated and then yon will
have the school records to verify the claim.

Dr. Hyder. Q. —Wonld you extend this to the income of the agriculturists
also? The icultorists may have children whom they may perhaps send {o
school or college. We are here dealing with the question under the hkiad of
Income-tax. The agriculterists 1 have referred to above in large agricnltoral
tracts may have only one source of imcome, agricultural income. They pay
land revenus ou it. Would you extend this principle to them also? :

A.—1 am going to suggest in reply to question No. 38 when we come to it that
land income should be made liable to income-taz beyond a certain limil. We may
discuss this guestion at that time. .

As regards question No, 37, I waunt the Committes to consider ome specific
grievance which [ put before my House when the Income-tax Amendment 8il}
eame up. The Hon’ble the Finance Member said that he would consider it later.
Saper-tax is charged from companies with an income of over Rs. 50,000, I want
the Committee to consider the question of Feeder Railways which do not earn
more than 4 or 5 per cent. In one or two companies in which I am interested
we have o draw on the (Government gnarantee. It is & concern of 10 or 12
lakhg—one is really of 15 lakhs—and it earns only 4 per cent. and gets only
Rs. 60,000. I want you to consider whether some provision should be made for
Ewing them some relief from supertax. I am talking of Feeder Railways

ecapse I am interested in them and T know about them. I am merely throwing
out thiz suggestion for your consideration.

The President. Q.—Wa will consider that suggestion.

A—I1f you will kindly lock ap the debate on the Tncome Tax Amendment
Bill o the Council of State—T think it was in 1022—yon will see the discussions
there. T am inlerested in Feeder Railways and yet "II referred to them becaase
there is a general principle involved. Tn the case of Hindu families, the only
concession allowed on acconnt of the joint family is that no super-tax is clarped
up to an income of . Rs. 75.000, whereas in the case of private companies the
Limit for super-tax is only Bs. 50,000. That is, o concession of 50 per cemt.
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is allowed in the case of & joint family for sapertax. T was told that if there
are 4 or 5 members of a ioint family. they have to pay the super-tax micrely
because they are members of the joint family system, alihough the income
of each ingividual member iz much below the super-tax limit. I have not
had time to study the question thoroughly, as only this morning I was told by
somebody who complained aboat the scpertax that he had to pay it ouly on
account of the joint family system.

Dr. Peranjpye. Q.—Do yon know of any joint Hindn family which bhas
~rwsoried to partition on accoont of thia tax?

A.—Peopla generally form a joint limited liability company snd the husband,
the wife and the son call it a private lmited liability company. Their income
which is shown as a divided income is lisble to super-tax. The other income
in kept as & reserve fuod.

The President. @.—What is the next question in which you are interested?

A.—The next question I wonld like to take up is question No. 38. T want to
draw your attention to the fact that when the last amending Bill of the Jrcome-
tax was before the Joint Committee of both the HWouses of which Sir Alexander
Marray was the Chairman, ‘we discussed the guestion of the exemption from
income-tax of the agriculturist. Sir Alexander Murray caspally asked if
this exemption was to continue, and expressed the view that it oupght {0 be
continued. The majority of the Committee said * No.' The members wko
took this view were the members from Bombay and Madras and one or two
from other provinces. The Chairman asked whether we were really serious
ahont it and we said we were. Votes were taken and our propozal was adopted.
The chief ground was this. ¥ will take, fi-at, the zamindars of the United
Provinces, or Bengal or Bihar and Orissa. I will refer to the ryotwari tracts
later on. In these provinces some of the Iands are holdings from time imme-
morial or are given for services rendered. Others are purely investment lands.
Zamindars, Maharaias and Rajas are investing their money in lands mors and
more. We in Bombay invest onr movey in indostries or trade and commerce.
Now, for the return that we cet from industries, trade and commerce we have
to pay an income-tax, But these Rajas. Maharajas or big zamindars who get
their income from land have not to pay any income-lax. In the first place
[ do not consider it fair. In the second place, it leads to the congestion o
money on land and conssquently smaller soms are spent on indostries or
commerce. If land goes uap in value on account of more money being thrown
on it, then the zamindars take to rack-renting. On all these grounds, Y think
that investments on land should not be income-tax free. This was ‘he view
T took in the joint committee. Bir Alexander Murray did mot Lke the terms
and said that he must consult the Hon'ble the Finance Member. The Hon'ble
the Finance Member said that it was not in order and the matier dropped.

I am however prepared to give concession to those who have rendersd
service but even in their case it should be if the income is earmed.

Now, T come to the ryotwari tracts. The problem there is rather more difficult
because the rvots there have to work and then get their return. Tf, however, the
princivle that I have advocated is to be sdooted. then von cannot easily say that
permanently-settled provinces will pay and the other will not pay.

Q.—Are you acquainted with the proportion of small and large ryotwari
holdines! T think I am right in saying thu: in the Madras Presidency there
are only 950 holdinga that actually pay as much as Rs. 1.000 land revenue.

4.—In the Bombay Presidency if profits from land were taxed, the whole
income would not come to more than 4 or 5 lakhs. With reference to the guota-
tion in guestion No. 39 I have to sav that T do rot know how Bhah and Khambata
have arrived at the figure that it will he 16 to 20 crores. It must be guess work.
If I may interject a remark, s~me of the work to he done in an enamiry of the
nature has to be gness work., Thev have wrilten their book very well and T give
them credit for it. Stil) in some cases where nn figures were available the anthors
had to depend upon some formunla selected by them after making varioua gunesses.

Dr. Hyder. Q.—I wanted to ask von whether in the case of these ryotwari
areas in the Punjab, Madras and other provinces you would exempt peopla on
the same principle as von szempt in other cases, ie., all incomes derived from
sgricultere up to Rs. 2,000 wonld be free of income-tax?
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A —My snggesiion is that the same concassion shonld be given te agricultural
income as is given to other incomes. :

The President. @.—What is the next question that you wish to answer?

A4.—1I will now take up question No. 40. I merely want to draw yoor attention
tn the fact that the purcYmsing power of Rs. 2,000 is practically the same as the
purchasing power in pre-war times of Rs, 1,000. 1f the figures that are usually
supplied by the economists for various index numbers are correct, then the
Rs. 2,000 of to-day 15 equal to the Rs. 1,000 of pre-war times. Ia that case mo
rednction i3 necessary.

@.—The point of the guestion is that in European countries the limit is the
bare limit of subsisience? '

A.—But my peint is that what a man could pet out of Rs. 1,000 in 1603
he cannot get to-day ouf of even Rs. 2,000

@ —Let us suppose that it is Rs. 100. Then the limit of snbsistence must
be somewhere in that neighbourhood?

4. —1Tt is Rs. 100 for one individual. 8o for a family of five, it will come
to Rs. 500, That ought to be the minimum if yom want to give them some
chance in life. I wish I cofild increase the ineome of the agricmlturists and
those who live on agriculiere.

Q.—The complaint has been made that we give no exemption to the agri-
calturist although we give an exemption to the trader np to Rs. 2,000.

.—That point raises a very large question. The policy that has been
followed under ihe Hindu Law leads to sub-division of land and not only
sub-division of land but actual fragmentation. If I have 5 fields and three
sons and the fields are in different parts of the village, each son might perhaps
insist on the division of each field That leads to fragmentation and the people
do not get anything out of them. The share that they get in one field is
sometimes equal o the s'ze of this table. That problem has to be
tackled. 1 do not know whether yowr Committes can do ii. Bot you must
suggest some means of consolidation, then redistribution and then you should
lay down a law in consultstion with Hindu lawyers, the social reformers of
the type of my friend Dr. Paranjpye and the political leaders of the Swaraj
type to tha eflect that there shall ge no division of the land below 5 or
;.cre.s], which is congidered to be the smallest unit that can maintain an agricultural
amily.

Q.—In your experience does that result from the operation of the Hindu
Law and mot from the operation of the policy of free trade which, we wre
told, kas driven all the people from the land?

A.—1It is due chiefly to Hindn Law. ¥ think the Mvuhammadan Law -aiw
says the same thing. 1 do not know how free trade comes in. In regard to
this system of fragmentation I would follow the system that has been introduced
by Mr. Calvert in the Punjab. The onlv Tadian State that is trying to follow
it is Baroda. The adoption of that system requires courage and not merely
submission to the will of the majority.

@.—You do not consider that it is due to the British Government or to the
ruralization of the people under the policy of free trade?

A.—No. Anvbody who studies this question will come to the conclusion that
this state of affairs is doe mainly o the Hindo and Mchammadan Law of
Inheritance.

Q.—Would the imposition of a very heavy stamp duty on transfers operate
w check it? .

A.—F do not think so. If the Government wants to make any reforms in
this direction, it must take the people with it. I say it is for the sacial
reformers, Hindu legislators, Government officials and the political leaders to
eradicate this evil,

There are several cther guestions to which T would like to answer. Put 1
am afraid I have slready taken much of the time of the Commitiee and if
you have no objection I would like to submit a memorandum which will cover
those guestions,
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Professors P. A. WADIA, M.A, and G. N. JOSHI, M.A,
Bombay, were next examined.

Written memerandum of Professers Wadia and Joshi,

Titem No. 2 of the terms of reference of the Committes asks the Committee
to consider whether the whole scheme of taxation is equitable. Thiz guestion
involves the consideration of the further question whether the amount of
taxation taken as » whole is ome which the people can bear. This involves the
gue.stion of ascertaining the national dividend and its distribution amongst the

iffercnt classes of the population,. We cannot judge of the equity of the taxation
system as a whole without reference to the question whether looking to the
total ability to pay the total expenditure at present incurred needs to be
rednced 10 make ths tazation equitable as a whole. The taxable capacity has
reference to the surplus from the uational dividend, i.r.. the sum left aver from
the national dividend after deducting the minimnm necessary for keeping the
people in a physically and mentally efficient condifion. Thaos this Committes
cannot inquire into the equity of the taxation system as a whole without gg:éﬁ
into the omestions of expenditure. We may refer to Sir Basil Blackett’s sp
on July Bth, 1924, before the Indian Merchants’ Chamber at Bombay where
be says the taxable capacity of the people depends almost entivelv on the nature
of the expenditure of the Government ; it is a question of expenditure very much
more than a quoestion of taxation. The total national dividend and methods of
arriving at it in India: the need for census of production : the questiom as to
deductions :—

(a) Dividend on foreign capital.

(8} The freight and insurance charges.

{¢) New borrowings in England by Government.
(d)} Remittance by private individnals.

Distribution of national dividend : start with income-iax returns and number
of assessees : by totalling of the results we get the total income of people liable
to income-tax and the number of people will be the number of assesseces multiplied
by 4%, let us call their income X. From the total national dividend we have
further to deduct the incomes of those who are non-assessces. These include
factory labourers, let their total income be Y. Agricultural labourers—the total
income be Z. Handicrafts men—the total income be H.—Fishermen—the total
income be F. MisceHaneous class of clerks, domestic servants, etc., let us call
it C. Persons engaged in trade and trenspori—let us call it T. The remainder
ll:: thef p]opulatiun—ca]l it cultivators—let uz call it D. Thus the equnation will

as follows :—

National dividend=X plus Y plus Z plus H plus F plus C plus T plus D.
In each case in calculating the number of people we shall muitiply the
active population by 44 and verify the result from the censms returns. After

thus ascerlaining the distribution of the natinnal dividend for each class we can
sacertain the equity of the taxes as between class and class,

Professors Wadia and Joshi gnve eral evidence as Yoflows :—
TAe President. @Q.—You are both Professors of Economics?

Mr. Wadia. A.—Yes. We are alsa the joint anthors of the "Wealth of India’,
of which we have sent you » proof copy. The memorandum which we submitted
this morning contains s few points for onr discussion to-day,

€Q.—In the first part of your Memorandum, von say “‘we cannot judge of the
eqnity of the taxation system as a whole without reference to the question
whether looking to the total ahility to pay, the total exvenditure at present
ingnrred needs to be reduced to make the taxation eouitable as a whole. The
taxable capacity has referenca to the surplus from the national dividend, i.e., the
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sam left over from the national dividend after deducting the minimum necesssry
for keoping the people in a physically and mentally efficient condition "'. Then .
you refer to Sir Basil Blackett’s speech before the Indian Merchants’ Chamber
at Bombtay !
4.~.The taxable capacity of any man or any class of people depends
upon how much he or they are able to spare after supplying for them-
selves the necessaries of life, and yon may find, as the resunlt of your investiga-
tion, that there are enormous numbers of people, whe are not getting even the
bare minimum of subsistence, and that the alternative soorces of taxation are
not sufficient to make up for the total amount which the Government reguires.
Under these circomstances, the only solution, in judging of the equity of the
taxation system as a whole, woald appear to be to caut dewn your expenditure.
@.—Do you think it is possible that we should find, after excluding the people.
who have no surplus, there would still not be enough to carry on the Government
on its prasent scale? -
A.—FEvery nation requires a certain amount of savings out of which capital
can be built up.
_Q.-—’,l‘hen the surplus has got to allow firat for subsistence and second for-
savings!?
4.—The surplus has not got to allow for subsistence. Every man must ba
anteed the subsistence—I should go so far as to say that everybody mnst
e guaranteed the necessaries of life. No State has any right to take away
from any man the absolute necessaries of life even for the purposes of an
absolutely necessary taxation like internal or external defence.
Q.—Your national income must include subsistence?

4.—Jt must inclode subsistence, necessaries of life, plus a certain sum for-
saving from which capital can be built up.

Q.—How is that to be ascertained?

Prof. Joshi. A.—OQur point is, if you want to ascertain the taxable capacity of
the people, you must ascertain the national dividend, and from that dednet the
irreducible minimum of subsistence for the people as a whole, and then find out
whether anything is left over or mot. ¥f you find that something is left, if vono
find & surplus, on that would depand the taxable capacity of the people. But
there is this danger that there are certain functions of Government which ave
essential and which ought to be carried out, whether there is any surplus or not,
becanse the Government must be maintained for the purpose of defence, external
and internal, and to that extent momey must come out whether there is any
sarplus or not.

" Dr. Poranjpye. Q.—Supposing there is & population of one lakh whosa-
income is just below the minimum margin of sabsistence. On the other hand,
thers is a riclz man whose income, let vs say, is one crore. Do you think that
the population of one lakh as a whole which is just below the minimum margin-
of anbsistencs will be incapable of paying any taxation?

A —Thbat whole population haz no ability to pay, and we are in favour ¢f
taxing that one man, .

Q.—The society as a whole has got no surplos dividend?

4.—Bui the case put before us is an extreme case, and that analogy cannot
be applied to the distribution of the population in a country like India.

Q.—In India one may agree that very large numbers of people are on the
bare margin of subsistence or below it, but still there are comparatively large
numbers of people who are very rich.

A.—They should be taxed.

@.—Consequently the country as a whole has a surplus national dividend on
aocount of the existence of comparatively large numbbrs .of ‘rich people, and’
Government can get s tax from them!? .

4.—Government can and must tax those persons who are ahove the margin,
so that the country can get a tax, althongh there is no surplus margin.

@.—Bo that your statement comes to this, that the country as » whole has a
surplos dividend and that may be used for the benefit of the people who are
on the bare margin of subsistence?
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Prof. Wadia. 4.—You may find that the total taxalion which you may get
from those people who are above the margin or who have a surplus ma%‘ not be--
sufficient to meet the expenditure that you are at present imcurring. That ex-
penditure is based on s war-time basis. Yon have mot reduced the war-time
expenditure, though we bave now returned to normal times, and the Committee
may ultimately find that its hands are tied by not going into questions of ex-
penditure, and that the only solution would seem to lie in a reduction of the
expenditare.

Dr, Paranjpye. @Q.—I take it, your idea is to improve the condition of the.
lowest classes, and that the solution for it lies possibly in taking more from
the people who can well afford it and wsing it for the others, :

Prof. Jaski. A.—In your terms of reference you say that you want to ex-
amine the manner in which the burden of taxation is distributed at present
between the different classes of the population so that you want to find out f
the buzden borne by each class is on an equitable basis. That gssumes that the
present rate of taxation in Indik is normal, Our view is this. The Commities
has to find out in the first instance whether.the present rate of taxation in
India is equitable in reference to the total national dividend, and whetber the
people of India have the ability to pay the present rate of taxation.

@.—Then you say that the Committes cannot enquire into the equity of the.
taxation system without going into questions of expenditure?

A.—Two words are omitted, and onr statement should be modified to some-
extent. Our statement wonld then run thus. * The Commities cannot enquire
into the equity of the taxation system as a whole without ascertaining the
question of the total national dividend, its distribution and the expenditure af
the Government **. The essential point is the distribution and also expenditure.
Onr point is this, If yon discover that there are large classes of the population
who cannot pay or who have not the ability to pay, and that there are other
classes of the population from whom you are already taking more than they zan
pay and which goes towards the building vp of the capital, you may find that the.
only way of having & more equitable system of taxation is to eut down your ex-
penditure. JIn that way it has a relation to the expenditure side.

8ir Percy Thompson. Q.—I think your suggestion is that you have really
passed the taxable capacity in India. If you have really passed the taxable
capacity of India, you will not find money spent, generally spesking, by people
right down the classes, on articles which bear taxation and which they can avoid,
namely, Excise and Customs. If you find that the masses of the peop'e are spend-
ing money on taxed articles which they can avoid using, that shows that you have
not reached the taxable capacity?

A.—What are those articles which people can avoid?

@.—1If yon find that & large bulk of the population are actoally apending
money on drink which is taxed, they cannot have reached the point of living
which yon can characterise as ‘the bare margin of subsistence *?

A.—There ia a danger if you take drink as a specimen, because once m
dronkard, always a drunkard ; whether the man bas any surplus or not, ke
will always go in for it; he is a spendthrift.

{Q.—Take the case of tobacco.

4.—Tobaceo for agriculturists is in a sense a necessity. Comntry tobacco-
is a necessity for agriculturists in this country and you cannot look upon it as a
uxury.

Dr. Hyder. Q.—What abount fire works, feasts, marriage ceremontes, funerals,
dewries and a lot of other things?

A.—There are social and religious sentiments handed down from generation
to generation to which the Indian people readily respond even by going inte
debt to an enormous extent. You have to take into consideration the conserva-
tive hahits of millions of people in this matter.

Sir Percy Thompson. Q.—A, B and C may go and incur this expeyditure-
and become insolvent, hut yom eannot  say that a country gets insolvent.
From where are the masses of the population raising their loans?

A —Acericultural indebtedness. It runs into several hundreds of ecrores.

Dr, Hyder. Q.—T1f the acricaltarist has got no income, then how can hs raise-
% logn? If he hss no security to offer, who is going to lend him money?
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A.—The agriculturist goes out of possession of the land. That is the agri-
cultural problem in India, and that has been growing in intensity ever since the
Famine Commission of 1881. There is a greater demand for land owing te thne

increasing population. The price of land is going unp, because thera are no |

other means of livelihood. There is a confusion of thought. We do not sepgest
in the least thai the country is bankrupt.

The President. Q.—Do you say that more than the whole surplus is being
-absorbed in taxation? The whole country is living below the subsistence level?

4.—The Committee may find it to be so as the result of their imvestigation,
All we soggest is this, that in ascerfaining the taxable capacity of the people
of India, you will have to ascertain the national dividend, and its distribution,
and you will also have to take into consideration the amount of the tax raised
as a3 whole. We do not say that the taxable capacity has been reached. It ix
for the Commit{ee to investigaie. )

Sir Percy Thompson. (.—From where do the people pay the high prices of
land? I suggest to you that that money is coming from their savings. There
is o fund which will form capital except savings. If high prices of land are
paid out of savings, it shows that there are savings, and if so, the taxable capacity
has not been reached.

A.—TIt is 3 mere inference. It canmot be demomstraied by statistics. Land
is bought not out of the savings. Where T3 per cent. of the popnlation -~re
depending on agriculturs, they will pay any price for the land .with the dead
certainty that it is not going to give them any return at all, because these
agriculturists have nothing else to do. In India, as in Ireland, the soil is tbe
only means of occupation for the majority of the people, and they will be pre-

ared to work it at a loss so long as thay can get a little to keep them alive,
gecause they have no alternative sources of occupation.

@.—1 suggest another alternative. Rather than buy land which they know
fall well will not give a return, 'they should live on the capital?

A.—There is a progressive deterioration in the physique of the people and
they are dying. :

The Pregident. @.—You suggest that the produce of the land is constantly
decreasing and the price of the land is constanily geing up?

A4.—The total agricultural production is increasing, there is no doubt about it.
We have never maintained the statement that the total production is decreasing.
We concede that the total agricultural production is increasing, but we have
simply stated that it is not possible for us to make a statement whether the
production per acre is increasing or decreasing. We have left the point.

@.—Don't you say in one place that a continuous exhaustion of the soil is
going on ?

A.—We maintain that., There is no doubt that a continuous exhaustion of the
so0il is going oo, but we also say that it is supplemented by extensive cultivation.

@—You say the soil is being exhansted?

ot There are signs which indicate that it is so.

@.—Don't yon make a large allowance of 20 per cent. for the exhaustion of

“the soil?

A.—1 am afraid you will not find any definite statement of that king in cur
book. The richer lands are getting exhausted from year to year, because you
take something out of the fertility of the soil which you exhamst by rich erops,
but you are not putting back anything into the soil by way of manure, ete.
The principles of intensive farming that keep up the fertility of the soil are
not being applied in India.

Q.—You say that the deduction of 1/5th of the amount invested for seed is
an underestimate, because you make no separate deducton for the exhaustion
of the soil which in a country like India, unacenstomed to scientific methods
of cultivation, is considerable from year to year?

A.—Only in that sense.

¢.—Then a continoous decline in the ontlurn per acre must follow?
A.—We do not wish to dogmatise.
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Q.—1In spite of a considerable daterioration of the soil there is no decrease!?

A.—The total production is going up because the acreage is spreading. Bub
we do not wish to commit ourselves to any statement whether the per capita
income is increasing.

Q.—You say on page 11 of your book that ‘‘the Indian labonrer working for 6
hours a day can satisfy his normal physical needs and that he need not be con-
gidered less efficient than an Englishk labourer who is working for B hours a day."
Then on page 180 you say that "‘tha class system crysta'lises..........................
f0 make his life better or happier . Bo that I take it you do not expect the
Indian se situated to compete with other nations in producing?

A.—This statement is made to show that the national production should be
judged in relation to the national requirements. A lean man requires less food
than a fat man who probably requires more food. That is the whole position.
Taking into consideration the geographical situation and the c'imatic conditions
of the country, if India is independent, if she has control over all the prodection,
then Indians need not work for as many hours as people in other countries
have to work for the satisfaction of their physical wants. Your production
should be judged in relation to your reqairements. Iudia's climatic conditions
are such that by working for 6 hours a day, all her requirements may be met.

Q.—Al these statements are made without qualification at all?

A_—You .take one passage from one paragraph and another from some other
patagraph. If Indian labourers car satisfy ther normal phvsical wonte hy
working for 6 hours a day, they nee! not be considered less efficient than Eng-
lish labourers who have to work for 8 hours to meet their physical wants. That
presupposes that we can have contrel over* our production and also over Lhe
digtribntion. We do not export what we do not want to export. That is, if
the country is independent and has control over her economic activities as an

independent economic unit. .

Dr. Hyder.' Q.—What have independence and control got to do with the
question of export?
" A.~—Who is it that gains by the export? Ia it the coltivator? It is the middle-
man. But if India were economically independent, she conld direet her com-
mercial activities in such a way as to meet her reomirements essentially and
primarily first and she could direct her energies to other things afterwards.

The President. @.—Is there anything to prevent India in her present political
. status from diverting land labour and resources into any direction she likes?

A.—Do you want us to express an opinion on that? It is a very ticklish
-question.

Q.—Your proposition is that if he can satisfy his normal physical
wants with 6 hours' work a day, he need not work more. Is that right?

Prof. Joshi. A.—It does not follow that he need not work more. Weo are
compsaring the efficiency of an English Tabourer with that of an Indian labourer.

Prof. Wadia. A.—We are only dealing with how many hovrs per day it will
be necessary for him to work in order to keep himself efficient.

Q-—Supposing  that he can keep himself efficient and that he can satisf
his normal physical wants with ome hour's work a day. He need a0t worl
more than that.

Pfrof. Wadia. A.2A man does not live on bread alone. He has other wants to
satisfy.

@ —Let me take your proposition. Tf he can satisfy his normal rhysieal
wants with six hours a day, he is equally efficient as an English labonrer who
works 8 hours a day.

Prof. Waedia. A.—He can produce bv six hours’ work just enonch to keep
him alive, just as an Englishman iz oblized to work 8 hours a day to keep

himself alive and physically efficient. It is not a question of satisfving his other
wants.

Prof. Joshi. A.—The question of efficiency should be judged in relation to
requirements.

Q@.—You say further on that the Greek artisan in the davs of old was not
the less efficient because he could afford leisnre to take vart in the deliverations
<of the Forum or to witness the plays of Sophocles or Euripides.
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Prof, Joehi. A.—There were other wants which he conld satisfy. Tf the Gov-
smment counld afford the opportunities for the development of his culture and lifs,.
well may the Indian bless himself for it. 1f his physical wants are satisfied why
should be work more? He may work for his spiritual wants, but not for hig -
physical wants.

@Q-—I am afraid you are confnsing physical efficiency with mental efficiency.
When yoo say that the Greek ‘artisan was not the less efficient, I take it yon
mean he is not the less skilful.

A.~That statement was made in order to repudiate the statement
that the Indian lahourer ia less efficient. That is all that iz meant by that
statement, That statement is made having regard to the compensatory forces
of natare in India. An Englishman can work 8 hours a day; an Tndian cannot
work for more than six honrs, and there is compensation by nature that his
requirements are also less. After all, national efficiency ought to be judged in
the light of national requirements. In England 3 man may work 10 hcors »
day and may not be exhansted ; in India he is exhausted after six hours' work.

Dr, Hyder. Q.—The total production by six hours = day is less than by
eight hours.
A.—But his requirements also are less. o

The President. Q.—May we pass on to page 28 where you deal with the-
question of food supplies? You say that most of the main canals which are now in
working order were in existence before the advent of the British roles, that
the tanks have been allowed to go out of use and the wells are in a slill more
bopeless state of neglect. 1 find it difficnlt to reconcile your statement with
the sfatistics, I wanted to be sure what the grourd of your statement was
t:{ore’we got on to the guestion of output. Were the Punjab canals in existence

prel
* A.-—~They have been in existence. It does not mean that they were
in working order. Bnt they were thers. Thess canals "are old canals..
What we mean is that Government have enormously increased the old canals.

@Q.—Are the capals under the Sukkar Barrage scheme already in existence?

4,—Wae do pot refer to the Sukkar Barrage.

Q.—What about the canal works in the Punjab and Madras?

A.—They may have been considerably extended, and we are thankful
for the same. But that does not affect the truth of the statement that we
bave made here.

Dr. Hyder. Q.—In the Montgomery district in the Punjab and other districts.
oot s single graiu of wheat was grown in the old days. Now the whols export
of wheat comes from the Punjab.

4., —India is thankful for all these blessings. We do not deny it. ‘

The President. Q.—Thnn you go on to say : “There are about 50,000 tanks.
Many of the largest were allowed to go out of use. New ones are not constrncted
and the Local Boards for lack of funds cannot keep the old ones in repair.”

A —This is the information collected from Government siatisticsa. We
have not verified it personally. Wa got this information from the Imperial
Gazetteer and other Clovernment publications.

Q.—Would it surprise vou if I tell you that the T.ocal Poards have no concern
with irrigation at all and that the only tanks which they are concerned with.
are for drinking water?

4.—In Gujarat I know personally.

Q-—The passage in gquestion refers to Madras. Now, to pass on o your
estimate. Do you make a distinction between the natioral income and the
rational dividend? : )

Prof. Wadia. A.—No.

@.—8o that you omit services from your calculation of the national income?
A.~No, we have incladed the services.

Sir Percy Thompson.  (Q.—Productive services or pen-productive servicea?
4.~-What is it yon exactly mean by non-productive services?
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Q.—T would call a farmer ploughing his field & productive service and T would
~all a domestic servaot a non-proﬁuchve service.

A4.—We have included both. .

©Q.—Where have you included the services of doctors, teachers and the like

on page 105 where you deal with agricultural production, mineral prodaction,
miscellaneons products, ete.?

A.—The services that we have incinded ars to be found in Table iV. Wa
‘have not included doctors.

Q.—1 suggest that the guestion I pﬁt to you is the correct one, that yon hava
included productive servjces only and not the non-productive services.

A.—Yes.

Q.—If yon only included productive services, why do you divide the snuual
income by the total population and not by the population which is engaged im
.those productive services?

Prof. Joshi. A.—The total income is consumed by the whole popnlation,

Q.—That of course is perfectly true. But the average income that you
ot. by dividing by 245 millions is the income of the cultivator class after they
Enve paid gpro rata for these services. When you are getting to the 1;lmiﬂt that
these people are starving, [ suggest to you that the first thing they will dispense
with before they starve is these non-productivse services. Supposing my income
ia Rs. 60 after you have debited me with a pro rata proportion' of the mnom-
productive services, We will say, that you debited me with Rs. 20 for nom-
productive services, so that my real income is Hs. 8). I suggest that it is not
fair to say that 1 am starving on Rs. €J, because I shall dispense with those

ur\iiilies t_,(f)m: which I am to pay Rs. 20 and I snall starve on Rs. 80 rather than
-on Rs, 60.

Frof, Joshi. A.—To that extent our calculation is defective and that onght
to be incladed. I admit that it ought to be included.

Prof. Wadia. A4.—I would make ancther suggestion as it occors to me. We
are counting the total produoction of the country, and we are counting the total
production 0 money value, We are counting in the first instance all malerial
articles prodoced and in the second instance all such services as add to, by
time or place, the value of these material commodities, e.g., trade, transport and
other things. But we do not in calculating this total national income include
the services of teachers or doctors or lawyers becanse their services do not add
to the money value of the commodities produced.

Sir Percy Thompeon. Q. —When you divide by 245 millions instead of by the
total nomber of people who are producing, you are assuming that I have paid
& _portion of my income for these non-productive services. Yoo must increase my
effective income, becacse I sm noi going to starve by paying for these pom-
produoctive services.

Prof, Wadia. A.—I may have no occasion to pay for these services.

@.—Then why have yon debited me with it?

Prof. Joshi. A.—Our calculation onght to be improved by allowing for these
-services, If we have excluded it, we have done 80 because the esrnings of doctors
and lawyers are extremely difficult to ascertain. To that extent our calculation
is defective and could be improved upon

Dr. Hyder. Q.—That can be ascertained very easily from the income-tax
returns.
A.—Tt conld be.

Sir Percy Thompson. Q.—If Y am starving, I shall not pay the doctor and the
schoolmaster. I suggest that the man with a low share of the national dividend
-does not in fact ntilise those services to anything like the exient pro rata that the
man with a big income uoes.

A.—Is it not a fact that by exclnding those persons we have increased the
per capita income? We have erred on the safer side.

Q.—1 am not criticising your total production. I am criticising ¢ dividing
by 245 millions instead of by some less quantity. you

A.—These persons ought to be included.
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The President, . —Then, you calculate an average income of £3 and compare-
it with that of Japan of £6. 1 do notl think you are comparing like with like,
becauss Japan income incluaes the services. _

A.—We include the services also. If we have exclnded them, it ought to be
improved upon.

€Q.—Then you go or to say : ‘‘ What shal! we say of a man with an average
income of £3, not allowing for taxatiom?"

A.—Wa have not made any concession for taxation. ‘We hbhave not
deducted taxation.

8ir Percy Thompson. .—You have included every penny of taxation on page
105. You have got Home charges as a debit. That comes out of taxation. You
have taken investment of foreign capital on behalf of India, you have taken
profits on foreizn ibvestments and remittances of money by privats account to
European countries. All you have not included there is the part of the faxation
that is spent in the country, and you would be wrong if you did deduct that,
because it is spent in the country. Having done that, you are absolutely wrong
in saying, as you do on page 109, ** What shall we then say of an average
income of £3, not allowing for taxation?’ Every brass farthing yon have
allowed for.

Prof. Wadia. A.—Not the taxation that is spent in India itself.

The President. .—What is spent on the Government servants is incloded in
that population which is your divisor and which arrives at the average incoma.

Prof. Joshi. A.—60 crores spent on military expenditure is not entirely
spent in the country.
Q.—The Home charges yoa have included. What about the sepoy?

4.—To that extent we may modify onr statement. Bnt the statement is not
incorrect. It requires modification. That is all :

Prof. Wadia.—All we have deducted is the Home charges.

Q.—May I take your estimate of income? In the case of fisheries and handi-
crafts, you first assume an income of 4 As. a day, muitiply that by the population,
and then add that to the total, which you subsequently divide by the population.
Is not that rather an argument in a circle?

Prof. Wadia. A.—There was no other way of ascertaining the income of these
classes. That was the only allernative for ms to do. That is only an attempt
to arrive at certain estimates.

le.—You agree that it is very umsatisfactory and that it is an argument iz a
eircle?

A.—Yes.

@.—What do you base your 4 As. on!

A.—We took the lowest wages that the vast proportion of these men can earn,
We are erring on the safer side.

Prof. Joshi.—Even 4 As. cannot be garned by the fishermen who work in the .
mofuassil.

Dr. Paranjpye. Q.—What is their lowest amount of wage in the villages?

A.—To-day the minimum is 4 As,

The President. . —Another estimator put it down at 8 As.

A.—All the 365 days? It may make a difference of a pie in the income per
head.

a Q.—You say that the fishermen work 2756 days in the year and the artisan
0 days.

A.—There may be storms in the rainy season when .they are practically
debarred from working. We have allowed for all that. .

Dr. Ayder. (.—1 put ir to you that the fishermen in Beugal sit in their own
hovses and fish on their own- threshold

4.—All the 365 daye? It may make a difference of a pis in the-
income per bead. :
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The President. Q. —You are no doubt familiar with Mr. Jack's book in which
he points out that fish forms a large part of the food of the whole popuiation
of Faridpur and that everybody in the district is a fisherman. The whole of
that escapes your calculation.

A.—The census returns do not give us the figures of these people. If the
census figures are defective, our calculation also is bound to be defective.

Dr. Hyder. Q.—People may have more than one occupation and these people
may be shown as agricuiturists and not s& fishermen.

¢ Prof. Joshi. A.—We do acknowledge the passibility of men having more than
one occupation. We have allowed for the manufacture of goods where we
include a percentage on our raw materials,

The President. Q.—Youn say that the percentage which you add for manu-
facturing processes is 20 per cent.

A.—We have increased the value by 20 per cent. of the total maw
produce,

@—Does that cover all the processes of manufactuare?
A.—That is only a reasonable guess.

Q—Yon find that the price stabistics are exceedingly unreliable and they®
show amazing variations.

4.—That we maintain,

Q.—You say that the agricultural classes have not benefited becanse of the
rise in prices of other necessaries. At the same time you say that even now
there is little buying or selling in the villages.

A.—There is a discrepancy about the statement.
@.—What are the necessaries of the agriculturist that have risen in prices?!

A.—Clothing, matches, kerosene oil, and all other requirements for household
affairs.

. @.—Lwt us take cloth. Does not the agricnlturist in out of the way villages
spin his own cotton?

4.—Certainly not,

@¢.—Not in the Punjab?

A.—We do not know anything about the Punjab. We are from Bombay.
That statement is generally applicable t0 the whole country.

Q.—That includes the Punjab.

A4.—Wae do not specify any place. It may be that in a district bere and
there they do so.

@.—Is thers no handloom weaving?

A.-—Yes, there is a considerable amount of handloom weaving.
@—What happens to the produce?

A.—That is sold.

@.—Are there no districts in which the family make their own cloths?

. Prof. Wddia. A.—We have acknowledged that in onr estimate of the annual’
income. '

Q.—In such cases, the agriculturist does not have to buy his cloth.
4.—No.

Q.—What, are the other articles be buys? Yoo say the rise in prices has nok
benefited the agriculturist.

Prof. Joshi. A.—Kerosine oil, matches, sugar.

@ —Imported sugar?

4.—Yes.

Dr. Hyder. Q.—Don'y they bum rapeseed oil?
4.—Tt is out of use in India. It is fast dying out.
The President. Q.—Why is that dying out?
A.—Because it is dearer.
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Q.—If an old indigenona article goes out of use I put it to you it &
~becauss people can afford something more expensive.

A.—The persons who used to cultivate these oilseeds are not cultivat-
-ing them wow. Every village was self-contained formerly so far as prodoction
went. The oil sceds which are produced are sold at higher prices and therefore
it is not worth while for oil presses to sell them. The kerosine oil is comparatively
cheaper but it bas risen in price.

Q. —You contend that oil seeds bring no profits to the agriculturist? »

A.—The point has yet to be decided whether the profits go to the agricul
torists. Yon carmot deny the fact that the demands of land revenue are se
rigid that the caltivator bas to sell up his crop when the price is low. The

ofits of the aygricultoral products generally go to the middleman or to the
owcar.

@—I1 do not find any provision in your estimate for fruits and vegetables,
condiments and spices and for dyes and drugé except certain specified itemoa.
Have you made any provision for them?

A.—We have taken fruits into consideration. Please see Table 1I, Items 11
@and to a certain extent 26, In this case we have followed the Government

Biatistical Abstract.

¢.—You bave deducted 20 per cent. for seed and manure

A.—That is only a reasonable deduction.

Q.—Baut Sir Dadsbhai Naaroji made a deduction of 6 per cent. for seeds.

A.—Our figure is only an expression of opinion to arrive at an estimate.

Q.—In the case of mineral production you make an allowance for depreciatian
-of 20 por cent. That again, I take it, is only a guess?

A.—Yes. .

Q.—With regard to hides and skins, you assume that only 20 per cent. of tbs
production is consumed in the country?

A.—Yes.

@.—That is a very small proportion.

4. —Our difficulty is that we get statistics for exports only. We do not gel -
the figures for total guantity of hides and skina produced in the country.

@-—Your estimate of manures, wool and silk is also 20 per cent. Do yom
make any provision for cattle manure? -

A.—That is not exporied.

@.—But do yon make any provision for it for the addition of the wealth of
the country? .

.. 4.—While talking about the fertility of the soil we do take it into con
sideration. Wa have emphasised the point that cow dung is nsed as fuel
The. deduction which we have made would have been much larger had it nol
been for the concession that we have made for cattle manare. .

¢.—You take no credit to the conntry for the manure produced?
A.—No, becanse it goes out of the country.

@—May I pnt it to you that other people have made quite a large additi
on that account—Rs. 5 a head. Now take ponliry. Yourqestimate i?% hkl?:
How have you arrived at that figure?

4.1t is porely conjectural.

1
¢.—May T pat it to you that another conjecture is 375 lakhs which is based
opon 12 eggs & day in one village ont of two, whichk does not seem to be very
excessive. Now take cattle. ¥You arrive at a value per day varying from 4 pies
te 2 annas. I suppose that again is a mere guess.

4. —That is based on our personal experience. We have visited various
places and have asceriained from various persons directly. Im the absence of
any data and information we had to do it personally,

.
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Q—You say that bulls, buffaloes, camels, dofikeys and horses and ponies
are employed on farms?

A.—Becanse they are used either for transport or for service in the fiela.
“We have taken both these things into consideration.

@.—Is not transport a separate thing?
4.—It is part of agriculture. )
Q.—Doss a camel cart going to Afghanistan relate to agricolture?

A.—These are included either in agricultural production or in ‘transport and
“trade.

(.—Please see page 103 of your book. Have you made any provision for
‘the income from Forests?

A.—Table II, item 26—other non-food crops—will give you this information.
Q.—But forests® are not crops? ’

A.—Failing o get any definite information regarding forests in Government
-statistics we bave included it here. There s no specific provision for the timber
-extracted from Government forests.

().—For the purpose of ascertaining whether a particular class is
heavily taxed or mnot, all thal we want to know is the number of taxes
‘that particular class has to pay?

A.—Yes.

@.—Then what does it maiter lo ms what the average taxation of the whale
‘population is?

4. —If you are in a posilion to ascertain all the taxes that are paid by a
-particular class, then it does not matter.

@ —1Is it not possible to find out what taxes the poor man pays?! Deon't yvou
fairly know what a poor man pays? -

A.—He pays salt tax., He pays part of the customs duties on kerosine oil,
matches, etc. He also pays for his clothing.

().—S0 we can arrive at a preity good estimate of what he spends on the
famly ?

4.—He spends on his family nearly 40 pér cent, of the total income.

@.—Then, do we want to know anythiug more about it? Is the average
‘tax-payer affected any further?

A4.—You must at the same time take into consideration his income. Suppose
a man gets Rs. 30, and yon arrive at the conclusion that the taxes whick he
pays amount to Rs. 2. Then the income which will remain in his coffers will be
Rs. 28. From one point of view you say that Rs. 2 is not much, but you should
remember that there is such a thing as the irreducible subsistence income. If

you call upon him to pay even As. B, it is certainly an encroachment upon his
irreducible subsistence income.

Q. —T1 accept that position. But what we are trying to find out is the extent

to which the poorest people in each particalar group of the population are
affected by the existing taxes. '

d.—But it is alse necessarv to ascertain what his income is.

Q.—But it iz not necessary to find ont what is the national dividend and
‘what is the sverage income per head?

A.—Tt is necessary from the national point of view. You cannot sav that
the point of view of an individual is the same as the point of view of a pation.
“There are occasions when the interests of individuals may be in conflict with
the interests of the nation as a whole.

©.—As you are aware, there have heen inquiries like the one we are con.
ducting all over the world since the war. Can youn snggest to me any nation
which has based its system ou the average income of the nation? ’

4.—The average income is taken into consideration afterwards. First of
all, people raise taxation and then they inquire about the income.

VOL. 1. Q
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January 1925.
At Benares.

The Committee were present ai Bepares from the 2nd to the 9th January 1925
in order to attend the meetings of the Economic Association. They were present.
8t the inauguration of the Conference at which the following Presidential address
was delivered by His Highness the Maharaja of Benares :—

*“ GenTLEMEN, ]| deem it a proud privilege to preside over to-day's functiomn
and to welcome here so many economists of note and fame who have graced
this meeting from all parts of our country at no inconsiderable inconvenience
to themselves. I am fally conscious of the great homcur~you have deme me
by inviting me to take the chair at the inaugural meetihig of this conference,
though 1 had wished that this mantle of honour had #4lleh apon abler shoulders
than mine. -

The subjects which could be discussed at a meeting sich as ours are practi-
cally endless but from the agenda which has been submitted to me I see that
the subjects which the conference is requived to dea! with are limited in their
scope and belong rather to the sphere of political economy. With all deference
to the opinion ot the conveners of this conference, I think that we could have
met with greater advantage at a l!ater date. Many of the subjects which
we are required to consider are being dealt with by the Taxation Committee-
which by a singular coincidence sits at our city simultamecusly with wvs. The
Committee haz the advantage of examining a large number of persons of alk
shades of opinion and’ its report is sure to shed light om many obscure and
abstruse points connected with the subject matter of our deliberation.

To begin with taxaticn. Taxation is no doubt an evil. But it is 2 neces-
sary evil. It is the basis of all civic life. N¢ corporate body can exist without
it, more especially a body politic. Call it a subscription, a donation, a fee,
a share, or a contribution it comes to the same thing. All these are taxes m
different forms meant te create a central fund to carry out the paiticular
vhject in view. With a Government, taxation is the basis upon which its
fabric stands. Different countries have different systems of taxation, accord-
ing to their nature. One country’s’ system does not necessarily suit another’s.
In India the land tax has been the mainstay of its Government from time
immemorial. Whether in the primitive code of Manu, the more methodical
canon of the Boddhist Kings, the regulated system of * Ain-i-Akbari or the
scientific method of the present day’s Government, land tax, either in kind
or in cash, has been the one chief source of revenue of the Governrient nf
this country. Of course it was supplemented by taxes on trades wn different
shapes and by some such other sources. The needs of a Government determine-
the sum to be raised by taxation; the more civilized a Goavernment is, the
more expensive it is lwund to be. In a country like Tndia which is exposed
to invasion from both the land and sea, having a ccast line of thousands
of miles, and warlike tribes on its land flanks, the military expenditure has
necessarily to be taken into acconnt besides administration charges, and this
swells our budget on the expenditure side beyond all proportion. This shall
continue to be the case until a system of conscription in some form iz intre-
duced in this country for which, T am afraid, it is not likely to be prepared
till centuries hence. In our country we have to deal with three Governments,
the TImperial, the Provincial and the Local. In other countries, I presume,
there is not any need for Provincial Goavernments, unless they are federated
States like the United States of America, the South African Union or the
Australian Federation, and consequently no provincial taxation. Bunt in a
vast country like India with a mulitude of nations in different stages of
civilization, speaking different dialects a provincial division, and its corollary
a provincial taxation, is indispensible. Local taxation however =tands on
another footing. It can scarcely be called a tax in the strictest sense of the
term. Tt is levied in lien of specific services performed. These taxes are
levied cither for certain general services such as for instance, sanitary services,
supply of pure water, sweeping and lighting of streets and the like, or for
specific services such as electric and telephonic connections and so forth. All
sorts of municipal taxation are meant to meet the requirements of the psople
inhabiting the municipal area. The more you add to the amenities of their
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life the more they have to pay for it. Although in the strictest semse ot
the term every tax is, im fact, levied for certain services rendered by the
centra]l authority either to the individual, fo the community or to the nation,
those directly affecting the individual are optional and avoidable but those
affecting the sociely or the nation are compulsory. An individeal is not bound
to pay for telegram if he does not send a message or to stamp an envelope
if he does mot post a letter. But he must pay his income-tax, his land tax,
his duty on articles imported, ete., as these are wmeant for the well-being
of the nation. Keeping aside the consideration of local taxes, I do not ses
any very pronounced distinction between Imperial and Provincial taxation.
Barring duties levied on sea-borne trades and revenues derived from State
trades, such as from 1aiiways, telegraph and postal departments (I «ull them
trades as to my mind they cannot be anything else) and Sfate monopolies such:
az those > salt and opiom, all taxes are realized throngh provincial agencies.
and from provincial sources. It is only ar artificial administrative arrangement
which earmarks a particular source of revenue or a paft of it for Provincial
or Imperial purposes. This arrangement shall have to he continued so long as.
the Imperial fund is not sufficieat to pay its own way. Strictly speaking
duty levied on the sea-borne trade iz the only Imperial taxation levied in
this country. Revenues derived from railways, Government monopolies of opium
- and salt, post and telegraph services, and on minfage can hardly be called taxes.
1 would ireat them as frade profits. One is not bound to contribute to these
rovenues hnless he has an oceasion to derive a benefit out of them.

It will be futile to my mind to discuss here the question of the provincial
contributions to the lmperiai exchequer. Whether any contribution should
be paid from out of the revenues of the provinces to the Central Government
and, if so, what proportion of it would depend upon the constitution of
the future Government of India. Ordinarily it would appear.to be a natural
adjustment of taxes that those collected from provincial sonrces he spent
upon provincial needs and those collected direct thromgh Imperial agencies be
devoted te Imperial purposes, But as matters stand, at present, the so-called
Imperial revenue is not sufficient to meot Tmperial needs and consequently
provinces have to make the deficiency good by contribnting towards it. The-
arrangement is certainly neither based on any well recognised princziple nor
gound from an administrative point of view. It was a tentative arcange-
ment arrived at, in a haphazard way, to run the administration wnder the
new Government of India Act.

The Juestion now arises how to solve this problem, T am afraid it is
not possible to do so until the constitution of the future Government of India
is finally determined. Assuming that some kind of federal system is aitimutele
evolved the question shall have still to Dle decided whather that systam wili
evontually produce the maximum amount of provinecial autonomy or whether
it will imply the existence of a strong Central Government with the sphere
of Provincial Governments strictly circumseribed. The position of India in
this respect is peculiar, the like of which will be hard to find in any ather
federated country. This country was so long administered on a unitary system.
A change {rom that system to a federal system would naturally necessitate
the smrrerder hy the central administration of some of its powers to the
provinces whereas in other such countries where provincial avtonomy
did exist prior to their Theing grouped under a federal system,
the component States had to surrender certain of their sovereign powers
to the Certral Federal State. Tt is very difficult to sey just at present what
form a federated government in India should take. The note attached to one
of the  unestions which the Todhunter Committee has issved verv rightlyv and
pertinently says *‘It is obvious that the form of federation into which India
might develop would be profoundly affected by the extent to which the country
was threatened by external dangers and also by the degree of industrial and
commercial development which it might attain. A federation of stationary
agricultural States might be content with a svstem which in a hishlv industrial
community would be unworkable.” The importance, therefore, of laying down
the tines ¢n which resources should be distributed as hetween the Central
and Provincial Governments is ohviows. The latter cannot be allowed to infer-
fere with the economic unity of the country as a whole. Elasticity of revenune
in both spheres of Government should be secured with special reference to
their respective functions.

To mv mind therefore it jz not possible to draw a hard and fast line
between the Imperial and the Provincial taxation in the present liguid state
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of ihe constitution of cur Government. Until the system of government in
the country is finally decided upon the problem of the veconsideration of the
existing system of taxation and of the determipation whether it is capable
«of improvement both m its incidence and in its machinery appears to be
rather difficult to solve.

In distinguishing between Provincial and Local taxation, I fully endorse
the opinion expressed in an article in the Pioncer that owing to the necessary
.dependence of the local suthorities on less expert advice snd service than are
to be found in the larger administrations, the grant-in-aid system is the most
appropriate method of control, supplemented by ‘‘optianal” taxation, governed
Uy consideration of the defects in the machinery at the disposal of local authori-
ties, which make it necessary to rely almost entirely on the taxation of tangible
properity and hy am ajpreciation of the danger of dcuble taxation. Before
leaving this subject 1 would like to mention that the hurden of taxation in
this country is not evenly distributed. Some communities rather groan under
its weight, while otheis are practically immune from its incidemce. Taxes have
heen and are being levied in a haphazard mauner. Although taking the whole
of it into consideration the people of India cannot be said to be taxed beyond
their capacity to pay, still, as 1 said above, the necessity of its redistribution
-on u more scientific basis is pressingly obvious.

Your agenda also includes a discussion of the question of the industrial |
finance and of a mercantile marine for India. Qur country is an agricultural
«ccuntry and as such it depends almost entirely upon the vagaries of the mansoon.
The Iife of the peasantry in the words of Kipling “is a question hetween a
«rop and u crop’”. The benign British (Government has done much to improve
the agricultural positton of the country by providing a nstwork of canals for
irrigation.  8till it is not sufficient to protect the country as a whole and the
monsoon still remains the main factor in the soluticn of an agrarian problem.
And even at its best our country can only produce raw  materials for the
benefit of other countriz:. Unless and until we make India an industrial country
in the strictest sense of the term the problem of salvation and of its finding
an henourable place rmcngst the nations of the world must remain a riddle.
Capital and labour are the two essential factors of industrious development.
India possesses wealth hut it needs to he converted into capital. 1t is in-
habited by sturdy and hard working people but they require to be made to
work. The capital in cur country is very shy and labour exceedingly idle and
unreliable. Both vequire a gentle coaxing. Call out the capital from its dark
havial vaults and the labounr from its wonted lethargy and our country will
stand second to mome in respect of industrial supremacyv. Of course, there
are some political questions also to consider in this connection such for instance,
the question of Protection, the question of Bounty, the qunestion of Excise duty
and so forth. Dot these, to my mind, are of minor importance and once we
sucesed in solving the main questions of Capital and Labour these will not
he long tc solve themselves. 1 am not ir favour of indiscriminate Protection
or of broadeasting Bonnties. These produce idleness and eut at the root of
self-reliance. A wvictory in the field of competition is a sure sign of success
in the industrial life. Of course, infant industries require protection and some
help in the shape of Bounty and Patronage but one must not rely upon these
means as sole means of success. With ‘housands of miles of its coast line
with fire and protected harbovrs, India must need a mercantile marine of its
wwn which mav be the nucleus of its future naval strength.

With an almost inexhaustible amount of raw materials within its reach,
with a.large store of the mineral wealth lying unexplored at its very door,
with iron, coal and oil. the essential elements of any industry within its gras
and large number of labouring population awaiting employments, with natura
facilities for sea-borne trade. our country ought to stand second to mnome in
marching iriumphantly upon the road to progress. We are more prone to talk
than to work and more eager for political progress than for economie and
material advancement. And this to my mind is the cause of onr backwardness.
God helps them who help themselves. Let us learn to be thrifty. Tet wus
improve our social and  economical positions. Let us leave our differences
hehind and meet on a common platform of nationality, Let us be Tndians
first and any thing else afierwards. Let us prove loyal to our God, to our
King, to our rountry, to our community and to surselves and as surely as
niqht follows the day we will become the first and forertost people in the world.

“With these few remarics I beg to declare the Conference open. May God
thelp us in our deliherations and guide us on the right path.”
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CevinaL AND PROVINCIAL RELATIONS.

(4 paper read by Prof. Joshi before the Economic Confercuce at- Benares, 1835).

I propose m this Paper to deal only with one aspect, but in my opinion the
most important  aspect, of the financial relations between the Central and
Provincial Governmen's in India, wviz., the allocation of revenune resources
between these Governments before and since the Reforms, and, I hope, to
show how vitally important it is that the existing scheme of allocation should
be veconsidered in the interest of the ecomomic welfare of the millions of
people inhabiting this country. :

Before the Reforms of 1919, the finances of India were regulated by the
Government of India Acts of 1853 and 1858, the fundamental priociple under-
Iying both the Acts being to treat the revenues of India as one and apply
them to the purposes of the country as a whole. The East India Company
as a commercial body naturally kept the Central Governmest in full control
of all the revenues of the country, and on the trvansfer of India frcm the
Company to the Crowu, though many other changes were made, this inportant
principle was kept intact in order that the Secretary of State for India might
"be able to control the whole administrative machinery of the country throngh
the Central Government. Provincial Governments had in other respects
oxtensive powers, but they could incur no actual expenditure without the formal
orders of the Government of India. This system was naturally felt to be
very irksome by the Provincial (Governments and a change for the better, to
a slight extent, was made under Lord Mayo's Government, chiefly through
whe efforts of Sir Richard Strachey. Each Local Government was now given
a fixed grant for the upkeep of definite Services, such as Police, Jails, Public
Works, Education and Medical Services, Within certain limits, the allocation
of the grant between these services could be made by the Local Government
as it liked and the latter conld alse raise additional money by local taxes.
All the residuary revenues went to the Central Government. A further advance
in the same direction was made in Lord Lytton’s time when in place of the
fxed grants, certain specified heads of revenue were ruade over in whole or
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m part to the Provincial Governments out of which they were to meet the
wxpenditure npon the ordinary Provincisl Services. These heads were—Forests,
Excise, License-tax (mow income-tax), Stamps, Registration and Provincial rates.
As the revenue from these heads was not ordinarily sofficient for Provincial
reguiremsnts, it was supplemented by a percentage of the Jand revenue, Settle-
ments of these portions and percentages began to be made every five years from
1852, These guinguennial controversies ronld not of course lead to much
smoothness of relations hetween the Central and Provincial Governmenis. So
in 1904 under Lord Curzon’s Government the settlements were made guasi.
perinanent., Finally, Lord Hardinge's Government in 1812 made the settle
ments permanent, increased the Provincial share of growing revenues and
sertailed their intervention in the preparation of Provincial budgets. In spite
of all these improvements, however, the fundamental fact remained that the
Provincial settlements were always based, not on Provincial revenues but on
whai the Central Covernment considered to he the Provincial needs. Central
contvol over Provincial expenditure was imevitable under these cirznmstances,
As regards vevenue, too, s6 Jfong as the Govérnment of India tock a shave
in the proceeds of an item, it naturally interfered in the details of administra-
‘tion, In the case of land revenue, for insiance, it closely supervised the
revenue settlements; likewise in the case of irrigation and so on. iience it
was tha! in their Report on Indian Constitutional Reforms, Mr. Montagn
and TLovd Chelmsford stated that if responsibility to the legislatures was
t2 be irnireduced in the Provincial Governments, ‘‘clearly the Provinces must
not be dependent on thz Indian Government for the means of Previneial
development.”” The authors of the Report, therefore, aimed at entirely
separating the resources of the Central and Provincial Governments. They
found the heads of revenue classified into (1)} Indian, (2) Provincial, (3} Divided.
Castoms, Balt, Opium, Railways, Posts and Telegraphs belonged to the first
-category. Provincial rates and receipts from Registration, Law and Justice,
Potlic Works and Education beionged io the second category. Land 1evenue,
Tneowe-tax, Stamps, Excise and Irrigation were *‘divided heads” in  2ll or some
of the Provinces. For instance, excise was entirely a Provincial head in
Bombay, Bengal, and Assam but not eisewhere. Land revenue was egually
divided bhetween the Contral and Provincial Governments except that Burma
got rather more than one-half and the United Provinces rather less. The
problem was how  to allocate the ‘‘divided heads™, so as to bring about
<umplete separation of resources, the wholly Indian and Provincial heads being
<ontinued as before. The solution proposed in the Montagu-Chelmsford report
was as  follows ;—Land revenue, excise and irrigation were to Le made Pro-
vinrinl heads. Of course along with land revenue, the Provinces were to
take up the very heavy liability for famine relief and protective irrigation works.
The income-tax was to become a wholly Indian head.  As vegards stamps,
Jadicial stamps were to become a Provincial head whereas Genperal and com-
mercial stamps were to be a Central head, .

As regards the expenditvre to be met by the Central and Provinrcial Gov-
wrnments respectively, the Report has very little to say. It enumerates the
thinas which the Central Government must do by the necessities of the case, viz.,
(1) defencs of the whole country; (2} administration of the Commercial Depart.
ments, such as the railways, posts and telegraphs; (3) administration of
strategic areas like the North-West Frontier Province: (4) foreign relations
and rvelations with Indian States; (5] service of the Indian debt; (5) audit
and accounting; (7) payment of Heme charges. By inference, the Provincial
Governments are to look to everything else, »iz., (1) Civil Administration; {2}
Police; (3} Jails; 4) Justice: (5} Pnhlic Works; (6) Education; (7} Sanitation
and Medical relief; (B) Agricultore amd Industries.

The suthors nf the Report found that when all sources of revenue hid been
separated and distributed as they proposed—and the heeds of expenditure
allocated in the obvions way—the Central budget showed a large deficit which
thev calculated at Rs. 13.63 lakhs whereas the Provincial budgets all put together
showed a total surplus of Rs. 15,64 lakhs. So they proposed that the Provinces
shculd contribute to the Central Government enough to meet the deficit and
they would still have Rs. 201 lakhs more between them as a result of the
rearrangement of the finances. The total deficit worked out at B7 per cent.
of the total surplus, so they proposed that each Province should ccutribute
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87 per cent. of its own surplus. They showed in a table the share of contribn-
tion of each of the nine Provinces and thie surplus with which each of them wonld
still start within the Reformed era. Here is the table :— -

Gross Gross | Gross | Contribution|  Net
Pravince, Provincial | Provincial . Provincial | (87 per cent.| Provincial
Revenne. | Expenditere.  Surples. | of col. 4). ' aurplus.
1 i
B B
1 2 3 s 5 6

(Lakha of Rupees.}

Madeas ., 13,31 8,40 4,91 4,28 3
Bombay . 10,01 900 ; 1,01 88 13
Bengal ., 7,54 6,75 T €9 10
United Provinces . 11,22 7,47 | 3,76 3,27 48
FPunjab . N Y7 ) 814 | 2,50 2,18 82
Borma, . 7,69 6,08 | 1,61 1,40 al
Bihar and Orissa. 4,04 3,59 | 43 28 é
Central Provinces | 4,12 3,71 41 38 6
Assam 1,71 150 | 21 18 3

Total . 68,28 52,64 ‘ 15,64 13,63 2,01

|

The table at once shows the great disproportion between the contributions
to be made by the various Provinces. Madras is to pay Rs. 4,28 lakhs and
the United Provinces Rs. 3,27 lakhs whereas Bombay escapes with a payment
of Rs. 86 lakhs and Bengal withk that of Rs. 68 jakhs. The authors of the
Report were not unaware of this but they pointed out that it was wot their
proposals which created this inequality for the first time; it had always been
there, but what had hitherto been concealed upder the system of divided heads-
had now been laid bhare: that was all. They admitted that their scheme
iailed to remove the inequality but they proposed that the mext Statutory Com-
mission which would revise the Constitution should re-investigate this questiom
©of Provincial contributions to the Government of India.

A great deal of feeling was, however, created in certain Provinces when
the Report laid bare2 what had hitherte not been noticed by the parties concerned.
So the Government of India pressed for an earlier consideration of this question
than the Statutory Commission which was only to sit after ten vears. The Joint
Belect (lormmiitee of Parliament on the Reforms Bill accepted this view. 8o
the Secretary of State appointed a Financial Relations Ccmmittee with Lord
Meston as Chairman and Messts. Charles Roberts and E. Hilton Young as
members, to Tecommend what contribution should be made by each of the
Provinces for she year 1921-22 and how i1he same might thereafier be modified
with a view to equitable distribution until there ceased to be any deficit in
the Central Budget.

The first important proposal of the Meston Committe2 was that all receipts
from Stamps, whether General or Judicial, should go to the Provinces and that
the head should not be split up as proposed in the Montagu-Chelmsford Report,
Judicial Stamps alone being made a Provincial head and CGeneral Stamps going
to the Central Government. So the Mestnn proposal made an end of the last
vestige of ‘“‘divided head” and carvied the principle of separation of Central
and Proviacial resources to its logical conclusion. .

Then they re-estimated the defiait in the Central Budget for ihe year
1921-22 and they showed how it would amount according to their calculations
and re-adjustments to only Rs. 9,83 lakh: Then they pave reasons to show
that the best principle on which to levy contributions from the Provinces in
order to meet this deficiv would be, not a proportion of the gross surplus of
«each Province as the Montagu-Chelmsford Report had suggested, bhut a pro-
portion of the additional spending power which was going to accrus to the
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Provinces because of the new distribution of resources. This additional spend-
ing power, the Committee pointed out, was in the nature of an unexpected
benefit to the Provincial Governments, so if a portion of it was withheld—sg
portion proportionate to the additional spending power accruing in each case—the
Provinces could not rightly grumble about the matter, Going upon this principle:

the Committee recommended the following as the initial contribution of esch
Province :—

|
IIncreased spend- Inereased

! ing power  [Contributions asjspending power
Province. | under naw dis- {recommended by  left after
tribotion of | the Commitiee. | contributions
revenue. ) are paid.
)
In lakhs of rupees. .
Madras . . . . . . 5,7£(i 348 ) 2,28
Bombay . . . . 93 56 37
Bengal . 1,04 63 41
United Proviuces . . 3,97 2,40 1,67
Punjab . . . . 2,89 1,76 1,14
Burma . . . . 246 &4 1,82
Bibar and Orissa . . . . 51 N+l 51
Central Provinves . . . 52 22 30
Aszam . . 42 15 27
Total . 18,60 9,83 8,87
|

The Committee admitted the inequality of these initial contributions though
its proposals left each Province with an appreciably greater amount of spending
power than the Montagu-Chelmsford proposals would Lave done. They then
proceeded to consider how this inequality could be jrogressively dinnnished
and an equitable standard reached. They of course made it clear that the-
sooner the deficit im the Central Budget disappeared and the reed for con-
‘tributicns from the Provinces ceased, the Letter for all. Their propusals were-
to be only for the intervening period which they hoped wonld be short. In
arriving at an equitable ratio of contributions, the Committee seem to have
taken an extraordinary amount of trounble. They tell us in their report on
p- 11: “In arriving at this ratio we have taken into consideration the indirect
contributions of the Provinces to the purse of the Government of India, and
in particnlar the incidence of Customs duties and of Indbme-tax. We have
inguired into the relative taxable capacities of the Provinces, in the light
of their amicultural and industrial wealth and of all other relevant incidents
nf their economic positions, including particularly their Iliability to famine.
lt showld he observed that we have considered their taxable capacities not
only as they are at the present time, or as they will be in the immediate future,
but from the point of view also of the capacity of each Irovince fm orpansion
and  development apriculturally and industrially, and in vespect of imperfectly
developed assets such as minerals and forests. We have also given considera-
tion to the elasticity of the existing heads of revenue which will be secured
to each Province, and to the availability of its wealth for taxation. After
estimating, to the best of onr ability, the weight which shonld be given to.
each of these circumstances, we recommend the following fixed ratio as re-
presenting an equitable basis for the relative contributions of the Provinces
to the deficit.”” That a Committee of three gentlemen which began 1ts enquiry
on the 5th February 1920 and sigoed its Report on 31st March 1920 should
have been able during one month and twenty-four days (it was a leap year)
to do all the work modestly outlined above is, T believe, an unparalleled feat
of human achievement and yet Sir Basil Blackett wonders how his Taxation
Conumittee could tackle in‘a year c¢r two with the problem of the :axable
capacity of this country! .

Here are the percentages of the initial contributions and the equitable con-
tributions which latter the Committee propose should be reached by stages
in the course of seven years. Percentages have been given in order that a
diminution of the Central deficit should antomatically lead (o a corresponding
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diminution in the actwal amounts of contributions paid by the Provinces im
any year. '

.

Per cent. contribation to deficit,

}rovinee. 1ut year. 7th yoar.

Madras ., . . . . 354 7
Bombay . . . . . 5y 13
Bengal . . . . . . . 6% 19
United Provinces . . . . . . 243 18
Punjab . . . . i8 ?
Burma . . . . . . N 63} 64
Bihar and Orissa . . . . . Nl - 10
Central Provinces . . . . 2 5
Assant . . . . . . . . 14 2%

Total . 100% 100%

For three years from 1921 to 1923 the Reforms have been worked on the
new financial basis proposed in the Montagu-Chelmsford Report as modified
by the Meston Commiitee’s Report, and iltey kave been worked by a party
which believed in homestly giving them a trial. Change in this vespect only
came in 1924 and we shall omit the consideration of that year. But how did
the new financial arrangement work during the first three years of the Reforms?
Is it not a fact that in spite of the additional spending power with which
the authors of the Montagu-Chelmsford Report and the Meston Heport thought
they blessed the Provincial Governments at the beginning of the new era,
every oue of those Governments found it extremely difficnlt even to carry
on the administration in the same old pre-Reform fashion! Instead of new
programmes of education, sanit.at'yan, rural poblic works, agricullure, rural and
urkan industrial development, etc., were not many of the pre-Reform activities
in these departments actually stopped or curtailed in most of the Provinces
in the new Reform era’ And yet in crder to do this smaller amount ol
nation-building work, did not every Province have tu resort to additional
taxation? Could each Province with all efforts it made raise more thau a
crore or two of rupees of additional taxation? After rawsing that amount once,
didl not every Province feel at its wit's end how to raise more money if it
wanted to launch a new programme, of nation-building activity? On the other
hand is it not a fact that the Central Government could raise thirty crores
3t a stroke in one year and another ten in the next, though of course these
forty croves of rupees of additional taxation by the Central Government did
not bless the country with a new nation-building service, any more than the
twenty croves or so of ndditional Provincial taxation did anything in that
line? All these additional crores went merely to keep things going as in the
pre-Reform days, as a matter of fact not even that much was done as pointed
out above. The fnancial troubles in the Provinces led to attention being con-
centrated on the Provincial contributions to the Central K Governinent, especially
in Madras, United Provinces, Punjab and Burma. A great crop of inter-
Provincial jealousies sprang up on this account, and the agricultural Provimces
were ranged against the comparatively advanced industrial one. Bombay
alone from the veiy first has tried to direct the attention of the country o
the grievous flaw in the new scheme of distribution of resources adopted in
the Montagn-Cheimsford Report, viz., that the Central Government was given
all the expansive heads of revenme with the exception of excise wheress the
Provincial Governments were saddled with all the heads of expenditure wherein
the public demand for expansion was practically insatiuble. Ne wonder that
the veformed Provincial Governments had *precious little of the new era to
show to their subjects in spite of the additional taxation. Let us closely
examina the three tables culied from the Statistics of Biritish Tndia, 1922
Table No, 1 shows the growth of the revenue for the whole of British India
since 1977 down to 1920 by quinauennial averages. The remarkable growth
of Customs, Excise and Income-tax is the most outstandiug feature of that
Table. The growth during the war-period should particularly be moted. Land
revenue and stamps show only a very moderate growth, Salt iz not very en-
cowraging though at a pinch it could he made to vield more as experience has
shown. Opium revenue was practically threatened with extinction when the
Chinese market was closed in 1913 but other consumers seem to be keeping
it ap to no mean a height.
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Table No. 3 onght to be taken next. It shows the results of the’ working
of the Commercial Departments. As the name indicates, the least that cught
tn be expected of these Departments is that they should not land ‘he State
iubo a loss, but most of them did till nearly the end of the last century. But
since then they have been a source of profit which has increased conmsiderably
from 1912 onwards.

Taking Table No. . and Table No. 3 into consideration and adding ta
them the experience of the three Reform years, not the slightest doubt can
be left in one’s mind that the new allocation of resources left most of the
cream in the hands of the Central Government. The one expansive source of
revenue which was allotted to the Provinces was Excise, i.¢,, mainly liquor
excise and that is an item which public opinion is overwhelmingly in favout
not of expanding.but of contractivg. The same could of course be said of
the item of opium on th> Ceniral side. Only Excise is a prop of Provincial
revenue whereas Opium is a comparatively unimportant item of the Central
Tevenus.

Now let us look at the growth of expenditure during the same period as
depicied in Table No. 2. The expenditure is of course also for the whole
of British India. The item which monopolises attention is the Army. Education,
Sapitation, Agriculture, Industries, in short, all the naticn-building depart-
ments are compressed under the heading of ‘“Civil Departments™ in the Table.
All these put together and the Polire added on to them weigh less and have
always weighed less in comparison with the Army. For thirty years bhefore
the War Indian public men have been protesting against the excessiveness of
the Army expenditure and agaipst the siarvation of Education, Sanitation and
Medical relief and the woefn! naglect of Industriss. The origin of the Reforms
lay in these incessant protests. The Reforms were meant to give Indians the
chance of doing what they had charged the pre-Reform GCovernment with
having failed to do. The things thai the Ihdians wanted dene on a2 much
larger scale than had ever been attempted were to be done in the Provinces,
and that meant money and more money and still more monsy at the cummand
of the Provincial Governments. And yet in the Montagu-Chelmsford Report
when the allocation and separation of resources come to be discussed, tﬁgso
urgent needs for ever increasing expenditare on the nation-building depart-
menis in the Provinces are not even so much as mentioned. The expenditura
. of the Central Government of which the main portion is the extraozdinarily
swollen military expenditure is quietly taken as a reasonable first charge on
the revenues of India; all the expansive heads of revenue excepting Excise
are handed over to it to meet that expenditure and to meet its growth too;
and on the top of it all the Provinces are saddled with contributions hecause
the Centrval budget still cannot balance, whereas the Provinces are left o
launch their programmes of Education, Sanitation, Medical relief and what
not with invisible funda.

The. whole basis of the allocation of resources nnder the Reform schema
has entirely ignored the new Provincial liabilities in the expectation of which
the people asked for the Kefdorms and unless that basis is seriously re-
vonsidered, those expectatrons have small chance of fulfilment. Tt is not
merely a question of the abolition of Provincial contributions. That abolition
“will undoubtedly help Madras, the United Provinces, the Punjab and the Burma a
great deal, but even so will not give them an expansive item of revenue, it will
onty help them to make up the leeway and come up to the level of the
advanced Provinces like Bombay. What is essential, in addition to the aholition
of " Provineial contributions, is the smrender of the income-tax by the Ceutral
to the Provincial Governments. That will give even the agricultural Provinces
a great stimulus to the developmens of industries and trade within their areas,
so that there will be an expausive source of revenue at the command of all
the Provincial Governments to meet the growing expenditure in those depart-
Tnents wherein public opinion keenly demands great and rapid strides.

AN this sounds, ¥ know, like asking for the moon. But I am speaking as
an ercnomist amongst economists not as a practical rolitician which is not
1y role. The key to it all is a drastic cut in the military expenditure. It is
for the politician to consider how thai is to be brought about. My purpose
in the present paper as I said at the outset is to show the vital need for a
reconsideration of the allocation of resources hetween the Central and the
Provincial Governments, I leave it to the reader to judge how far I have
succeeded in doing that,
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Table No. 3 onght to be taken next. It shows the resulis of the' working
of the Commercial Departments. As the name indicates, the least that ought
to be expected of these Departments is that they should not land the State
iuto a loss, but most of them did till nearly the end of the last century. But
since then they have been a source of profit which has increased considerably
from 1912 onwards.

Taking Table No. + and Table No. 3 into consideration and adding to
them the experience of the three Reform years, not the slightest doubt can
be left in one’s mind that the new allocation of resources left most of the
creamr in the hands of the Central Government. The one expansive scurce of
revenue which was allotted to the Provinces was Excise, i.c., maiuly liquor
excise and that is an item which public opinion is overwhelmingly in favour
not of expanding. hat of contracting. The same could of course be said of
the item of opium on ths Central side. Only Excise is a prop of Provincial
revenue whereas Opiom is a comparatively unimportant item of the Central
revenue. .

Now let us look at the growth of expenditure during the same pzriod as
depicied in Table No. 2. The expenditure is of course also for the whole
of Dritish India. The item which monopolises attention is the Army. Education,
Sanitation, Agriculture, Industries, in short, all the naticn-building depart-
ments are compressed under the heading of “Civil Departments’ in the Table.
All these put together and the Police added on to them weigh less and have
always weighed less in comparison with the Army. For thirty years before
the War Indian public men have been protesting against the excessiveness of
the Army expenditure and against the starvation of Education, Sanitation and
Medical relief and the woeful nsglect of Industries. The origin of the Reforms
lay in these incessant protests. The Reforms were meant to give Indians the
chance of doing what they had charged the pre-Reform QGovernment with
having failed to do. The things that the Thdians wanted dene om 2 rouch
larger scale than had ever been attempted were to he done in the Provinces,
and that meant money and more money and still more money at the command
of the Provincial Governments. And yet in the Montagu-Chelmsford Ieport
when the allocation and separation of resources come to be discussed, thesa
urgent needs for ever increasing expenditure on the nation-building depart-
ments in the Provinces are not even so much as mentioned. The expenditure
of the Central Government of which the main portion is the extranrdinarily
swollen military expendifure is quietly taken as a reasonable first charge on
the revennes of India; all the expansive heads of revenue excepting Excise
are handed over to it to meet that expenditure and to meet its growth too:
and on the lop of it all the Provinces are saddled with coniribntions because
the Central budget still cannot balance, whereas the Provinces are left wo
launch  their programmes of Education, Sanitation, Medical relief and what
sot with invisible fonds.

The whole basis of the allocation of resources under the Reform scheme |
has entirely ignored the new Provincial liabilities in the expectation of which
the people asked for the Reforms and™ unless that basis is seriously re-
considered, those expectations have small chance of fulfilment. Tt is not
merely a guestion of the abolition of Previneial contribwtions. That abolition
will undoubtedly help Madras, the United Provinces, the Punjab and the Burma a
great deal, but even so will not give them an expansive item of revenue, it will
only help them to make up the leeway and come up to the level of the
advanced Provinces like Bombay. What is essential, ip addition to the aholition
-of Provincial contributions, is the snrrender of the income-tax by the Ceutral
to the Provincial Governments. That will give even the agricaltural Provinces
a great stimalus to the developmenk of industries and trade within their areas,
so that there will be an expansive source of revenue at the command of all
the Provincial Governments to meet the growing expenditure in those depart-
tnents wherein public opinion keenly demands great and 1apid strides.

All this sounds, I know, like asking for the moon. But T am speaking as
an erchomnist amongst economists nol as a practical yelitician which is not
my role. The key to it all is a draslic cut in the military expenditure. It is
for the politician to consider how that is to be brought about. My purpose
in the present paper as T said at the outset is to show the vital need for a
raconsideration of the allocation of resources between the Central and the
Provincial Governments., I leave it to the reader to judge how far I have
succeeded in doing that. .
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Prol. Josh gave eral evidence as follews :—

The President. Q.—Mr. Jashi, I have perused your paper, and ﬂm say that
you are speaking as an economist and not as a practical politician. May I know
whet yon mean by it?
-
4.—What we, the sconomists, are concerned with iz only the theoretically
correct method and not the actual method.

Q.—You say that the only economic principle underlying the allocation of
resources is that more moncy should be spent in the locality where it is earned?

A.—That is the recognized priuciple. With regard to allocation of yesources,
if I were to illustrate, I wounld say that land revenue should be considered
much more direct than the income-tax and ineome-tax should be considered
much more direct than the customs, so that I may be able to allocate land
revenue purely to rural areas.

'Sir Percy Thompson. (.—Then what is the principle underlying direct and
indirect taxes?

A.—The economic principle underlying seems to be that there is much less
discontent when the direct tax is spemt for the people in the locality whera
it js collected ; whereas in the case of indirect taxes the people pay unconsciously
and so they are not concerned much how it is spent.

The President. (. —Then you say that the local taxes are paid willingly by
the people?

4.-—At least I shewnld think so.

. Q.——Would you apply this principle to the case of house tax! In paying
. house tax they pay a direct tax; how is it that even there much dis-

-content prevails?

A4.—That is why I said there is unwillingness in paying any kind of taxes,
but there cannot ba so much discontent in paying a divect tax.

. Sir Percy Thempson. @Q.—May T press the point a little further? The Presi-
dent asked you about the house tax, but our information is that there is an
extraordinary amount of hostility even to direct taxes, even when they do go to
the services which are beneficial?

A.—1 quite agree there would be unwillingness. But I do think villagers
would see more tangible returns in the form of schools and dispensaries, roads
‘better reended, cottage industries more encouraged, if in a province the money
which is realised through land revenue were spent—I do not say ear-marked—but
spent on such objects. At present we are applying it to other objects also.

Dr. Hyder. Q.—But you know that in the United Provinces when the house
tax was nposed, it resulted in riof.s"‘ We lave evidence hefore us to that
-effect. ’

4.—I am not aware of it.

The Maharajadkiraja Bahadur of Burdwan. Q.—Do you overlook one point
in the question of realisation of land revenue? How can you say land revenue is
a local revenue, when it has to maintain on bhehalf of Government, a very large
collecting staff, revising stafl, a large staffi for survey and settlement, etc., which
has nothing to do with regard 1o roads, gchools or sanitation in the rural areas.
You may probably earmark a portion of t]fe land revenue, but I do not see how it
is possible that the whole of land revenue can be spent for the improvement of
rural areas. Another thing I should like to know is this. As you know the qnes-
tion of land revenue and the question of the realisation of District Board cess are
quaite different. The difference is that the District Boards are more or less self-
governing institutions; whereas land revenue is a direct income of the Government
of the province. Therefore how can you expect it to be handed over to the local
bodies? Moreover there is another point as 1 have just mentioned; from the
land revenue more or less what you may call the whole of district administration
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Pref. Jash gawe eral evidence as Tollows :—

Phe President. @—Mr. Joshi, I have perused your paper, and you say that
you are speaking as an economist and not as a practical politician. May I know
what you mean by it?

A ~What we, the economists, are concerned with is only the theoretically
correct method and not the actual method.

¢.—You say that the only economic principle underlying the allocation of
resources is that more moncy should be spent in the locality where it iz earned!?

A.—That is the recognized principle. With regard to allocation of resources,
if I were to illustrate, I would say that land revenue should be comsidered
much more direct than the income-tax and income-tax shonld be considered
much more direct than the customs, so that I may be able to allocate land
revenne purely to rural areas.

"Sir Percy Thompson. Q.—Then what is the principle underlying direct apd
indirect taxes?

A.—The economic principle underlying seems to be that there is much less
discontent when the direct tax is spent for the people in the locality whera
it is collected ; whereas in the case of indirect taxes the people pay unconsciously
and so they are nol concerned much how it is spent.

The President., Q.—Then you say that the local taves are paid willingly by
the people!

A.—At least 1 should think so.

. @Q.-~Would you apply this principle to the case of house tax! In paying
» house tax they pay & direct tax; how is it that even there mm dis~

-content prevails?

A.—That is why I said there is inwillingness in paying any kind of taxes,
but there caonot be so much discontent in paying a direct tax.

_ 8ir Percy Thompson. (.—May T press the point a hitle further? The Presi-
dent asked you about the house tax, but our information is that there is an
-extraordinary amount of hostility even to direct taxes, even when they do go to
the services which are beneficial?

A.—I quite agree there would be unwillingtess. But I do think villagers
would see more tangible returns in the form of schools and dispensaries, roads
better mended, cottage industries more encouraged, if in a province the money
which is realised through land revenue were spent—I do not say ear-marked—but
spent on such objects. At present we are applying it to other objects also.

Dr. Hyder. @Q.—But you know that ian the United Provinces when the house
tax was imposed, it resnlted in riots"‘ We have evidence before us to that
-effect. '

A4 ~—T am not aware of it.

The Maharejadliraja Bekadur of Burdwen. Q.—~Do you overlook one point
in the question of realisation of land revenue? How can you say land revenue is
a local revenue, when it has to maintain on behalf of Government, a very large
collecting staff, revising staff, a large staff for survey and settlement, etc., which
‘has nothing to do with regard to roads, gehools or sanitation in the roral areas.
You may probahly earmark a portion of the land revenue, but I do not see how it
is possible that the whole of land revenue can be spent for the improvement of
rural areas. Anocther thing I should like to know is this. As yon know the ques-
tion of land revenue and the guestion of the realisation of District Board cess are
quite different. The difference is that the District Boards are more or less self-
governing institutions; whereas land revenue is a direct income of the Government
of the province. Therefore how can you expect it to be handed over to the local
bodies? Moreover there is another point as I have just mentioned; from the
land revenue more or less what you may call the whole of district administration
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is maintained. The administration and salaries and so forth are paid from ithe
v;hole income of the province, but I think land revenue contribates a large portion
of it.

4.—My answer is this. It is to meet this sort of expenditure I
have advocated the surrender of the incoms-tax by the Central to the Provincial
Governments. | .

¢.—Outside income-tax, what else have you got? You have only
got direct taxes in urban areas, and you have got the road cess, etc.,.
which is collected through the land revenue agency and handed over to the
District Boards. How would you meet the other charges if you handed aver
land revenue to the local bodies?

. A.—I have already said that if income-tax were handed over to the Pro-
vincial Governments, then all the other charges can be met from it.

Q.—What about the provincial contributions then?

. A4.—-If tke income-tax is transferred 10 the Provincial Governments,
it is on the top of abolishing the provincial contributions. They will no.
longer exist.

The President. Q.—Would not the Central Government cease to exist?

. 4.—The Ceniral Government will have to cut its coat according

to its cloth. For the defence of the country there can only be such prevision as
the nation wants. Education, sanitation and rural development are suffering
badly, and money must be found for it out of the money ratsed now.

Phe Makharajadhiraja Buahadur of Burdwan. Q@—1 think you will
have to admit that land revenue is not given by the people for the
sake of their getting it back in education, sanitation, etc. It is for the services
rendered rather than what you call for other works of utility. For instance, you
levy education cess or the public works cess, if that cess was not handed aver
for public utility then it is wrong. Now the whole cess is very rightly handed
over to the Districs Boards because it is for the improvement of these objects the-
cess is collected. I think wou cannot apply the same test to the land revenue.

4.~Tf land revenue were abolished and we had as in England
only income-tax under four or five schedules with a distinction between earned
and unearned income, then what we at present call land revennme would be
collected as in England in the form of a local - tax as property tax. Land
ravenne is not given to Government in return for any secvices; if this is so,
it is only for proprietary right.

8ir Perey Thompson. Q.—That is what exactly the Maharaja means..
Should not a man who gets land pay something?

4.—If he wants to cultivate the land, out of sheer necessity, he will have-
to pay it.

@.—If{ he did not pay either to the landlord or Government, he-
will have a beneficial advantage.

4.—1 qguite agree. Land revenne is paid oot of economic rent.
You may precisely see that the enltivator pays it out of the expenses of cultiva-
tion, which include the wages for cultivation and that they are not equal to the
minimum of subsistence of the cultivator. There may be economic subsistence.

().—You may have an uneconomic holding.

A.—Precisely. Land revenue was® devised as & matter of necessity.
Now it is not a sheet anchor of Government as it used o

Dr, Paranjpye. ¢.—Then vou want to make an absolute present of pro-
prietary rights to everybody?

- 4.—If vou assimilate 1t t¢ income-tax, only snch men as have an economic
holding will have to pay, a'l others will have land presented to them for nothing.

The President. Q.—Then you want to pay perhaps a rate on the capital valne?
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A.-—It wo assimilate it to the British system, then I do approve of
it. I soggest that land revenne should mot be called a local rate, but should be
applied as if it were a local rate. 1 do not call land revenue a local rate, but I
say, the most practical way out of the difficulty is to enable the local Govern-
ments to collect it as if it were a local rate.

8ir Percy Thompson. Q.—My difficulty is really 'a more fupdamental one.
You talk about the surplus which may not be sufficient to keep the cultivator
alive?

A —The wages 1 mean.

(J.—You take a concrete example. You have a farm of 100 acres
-and pay £100 which would be a differential value of that land. The land-
lord divides into 10 bits and gives it to ten people, but the 10 cultivators canmot
make a living. What can the landlord do? Again, similarly if you treat Gov-
-ernment as z landlord, why should fragmentation of land be allowed?

A.—My reply is that a person in Epgland would not endertake to
cultivate land unless it is a business propusition. A farmer in England is a
-capitalist and he rents his farm and keeps the farm buildings. etc., and if he finds
by transferring that capital and energy to another enterprise he will gain more. he
would not take it up. In India we hkave nothing else to do than cultivation.
No doubt it is not a thing to be proud of, but it is a thing to he ashamed of.
We do nct need so many people in agriculture, hut we cannot help it.

@—You are encouraging fragmentation of land?

A.—That is why I wanted to know whether land revenue was n rent
-or a taxX and that should be decided first. A landlord says T shall only let omt
in holdings of 10 acres each. I consider 10 acres will enable a person to make a
living. The State, if it were a landlord and exercised these privileges as a land-
lord,  would merely say if you have nothing else to do, we cannot help it.

@.—If you chose to cubt it up, you will have to pay some rent. Once you
start reducing the rent, it would encourage fragmentation?

A.—That is why I chose the line of least resistance. I suggest a
method whereby the people who are paying as land-revenue however amall a frac-
tion, and are making a miserable living, should at least get a return in things
which are tangible. At present the villager feels the pinch most. If he wants
schools, roads or hospitals there is no money. He pays land revenoe for his
land, pays for his coarse cloth in the shape of a tax. and if he drinks he pays
for it toe and pays in a hundred ways but gets nothing in return.

The President. Q.-—Have you any experience of profession tax imposed by
the local bodies in this country. The taluk boards in the Madras Presidency
levy this tax on small traders for local purposes, They are levigd by the local
people for their own purpeses. Would you be surprised to hesr that the local
bodies have given it up becsuse nobody will pay it?

A.—Practically, we will have to colleet money for them, and allow
‘them to spend it

@-—Do yom agree that the local bodies are more unwilling to tax
and experience more difficulty in collecting tax?

4.—Yes, I agree. It is largely due to the fact that they are paying
s0 much already that to ask them to pay more, is really uncharitable.

Dr. Paranjpye. @.—Do you know that in my Compulsory Primary Educa-
tion Bill at Bombay, 1 proposed that the local fund cess may be raised to ome
anna at the option of the local bodies, but a large number of members said “let
the Government increase it, but do not leave the option to the local bodies?””

4. —Undoubtedly there is a feeling that practically as much as could
be taken has already been taken. Sc long as that feeling is there, people will
surely be unwilling to pay it.
© The President. Q.—It is rather an old-fashioned theory that all the Ceutral
taxes should be indirect, and all the Provincial taxes shonld be direct. Have vou
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studied the effect in the United States of the Federal Government depending
almost entirely upon the customs revenue; it was embarrassed with the flue-
tuating revenue from costoms duty?

4. —Thers was a time they did not know what to do with the money.

@.—But do you knbw that there was another time when the customs
revenue fell and they had to raise money by all kinds of further taxa-
tion ¥

A.—~I quite grant that the income-tax in some States is Provincial and in
some Central, .

¢-—You turn now to question No. 147. Which is the best method
of giving a broad basis of division of the proceeds so that no Government need
be dependent upon the other? You may divide the sources of tazation between
the Federal and State Governmeunts. Then, the tax may be assessed by the
central autharity with additions for local purposes, and thirdly there is division
of the yield. This division of the yield would of course involve uniform rates for
the whole of India. Would it not give yon a more sunitable basis for Central
and Provincial distribution?

4.—1 shonld agree to the income-tax being Central i it came to that.
I pleaded out of necessity, becanse I do not see how money can be raised. It is
not feasible. If we keep the ipcome-tax for the Central Government and any
further income-tax which the Provincial Governments may collect is allowed to
be kept by the provinces, that would be quite all right.

Dr. Pargnjpye. @Q—-You do not want income-tax imposed twice?

4.--It does not matter. Taxes on individual incomes can be provin-
cialised.

The President. @.—Would you have income-tax levied at uniform rates or
Jeave it to the Provincial Government to put the rate as high as they liked?

4.—Ii would be preferable if income-taxes on individuals are pro-
vincialised, and incomes on corporations centralised.

8ir Percy Thompson. {.—Then you have double taxation. Is it not a
difficulty ?
4.—If it is pot too steep it will not be difficult.

¢.—To place a tax on covporations? Will it not bhe prohibitive to
tax individuals as well as corporations?

4.1 do .ot want to copy the English system. England is in a very
unfortuapate position.

@.—You have got the same thing in France and in other States
" Even in India the rate of tax i3 not very low.

A.—1 do not think income-tax is very high. But the corporation tax
would be 0-1-6 in the rupes in the profits. At present it is only deducted at the

source.

@.—If you do not do that, would you leave it to be collecied from the
individuoal ? .

A.—Ba {far as the method of collection goes, the tax on the incomes
of the individuals will coniinue to be collected by the corporaticn. At wpresent
there is no tax on corporation profits, if you have such a tax it will he a tax on
the total profits. ] )

Q.—There are many practical diffculiies. Suppose you have a big firm, such
as a company, which has its headquarters at Bombay and branches in Lahore.
Who is going to get the income-tax? Is the Bombay Government to get it or
the Punjab Government! You are going ito base your tax purely on the
residence, what about the big manufgacturing districts? Are they going to
sacrifice these taxes?
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A.—T1 think the principle of taxation is that the residence where people
stay is the locality which benefils by the expenditure incurred out of the taxa-
tion. Therefore it is but right to tax on the residential qualification.

@Q.—Take the case of an island producing cocoa. You have s company
located in England, in France, etc., and working the cocoa of the island.
What will you do in this case?

A.—But the corporation is located in England. The Government of the
island can manage to \secure profits before the profits are divided among
the share-holders.

Q.—Then you say there must be double taxation?

A —T am afraid a certain amount of double taxation is inevitable.
In the case of India if the share-holders live in Lahore. and the office is located
in Bombay and income-tax is collected in Bombay, there is not mach loss.

The Fresident. Q.—Have you studied the proposed division of taxation?
A.—] think T am much more in agreement with this.

@.—~You have told us how you are going to divide the income-
tax. Now would land revenue be Provincial?

4.—Purely Provincial
¢@.—What about the Customs?
A.—Central.

@ —Now what about Excise? I think you proposed the other day thal
the excise duty should be Central and license fee should be Provincial ?

A.—Yes, The nation hopes to be free from drink very scon. In this country,
the drinking habit to the extent we find it, is barely 40 years old.

Dr. Hyder. ,Q.—I5 that so, Mr. Joshi?
A.—Yes, to the extent we find it now.

@.—Don't you know that villagers have always been drinking during
the panchayats, marriages, etc.? - .

A4.—At any rate they “have not drunk with all the facilities provided
now. The great solicitude displayed by Government over this matter seems to-
surpass their solicitude in any other respect.

The President. Q.—Have you read figures of the reduction of shops in the
Jast 20 years?

A.—1 am glad to see the direction in which reduction is taking place.
T think much more severe reduction should take place. I was a member of the
Committee enquiring into the progress of co-operation in the Konkan district
of the Bombay Presidency, and I spent nearly two months in the heart of the
villages. I found the villagers practically unanimously saying that if only the
temptation of drink was not placed before them, they wounld not drink so much.

Q.—Will you give us the locality, the place and tahsils they are situated in?
A.—The whole of Ratnagiri and Konkan districts.

¢.—Do you think it is practicable to stop drinking altogether? Because yom
lose 21 crores of revenue and there is the cost of preventive work?

A.—Unless yoa have all the force of local opinion with yon, it is im-
pessible to stop it. @

Q.—Will it be of any use?
4.,—It would be hslpful.

Q.—Have you any experience of municipal towns where all the
shops have been closed?
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4.—1 think they ave mnot suofficiently tried. I do think it js guite
possible to prevent drinking altogether as it has succeeded in a country like
America.

Q.- —Doc’t you know that illicit drinking has largely increased there?
4.—I am loath to believe it. -

@-—You are prepared to consider the diminishing of the excise revenue?
4.~—1 am lboking forward to it.

Q—Would you leave it to the Central or the Provincial querﬁ-
ments 7 .
A4.—1 should leave it to the provinees to diminish it.

Q.—1In every other country excise duty belongs to Centrai Government.
A.—T1 think Provincial Governments are the best agency to make it go.
@.—Well, if tobacco is taxed, will it come under indirect taxation?
A4.—1 do not mind if it goes to the Central Goyemmemt.

¢.—What about succession duty?

A.—8Buccession duty would have to go to the Provincial Government.

Q.—Would you allow varying rates? :

4.—I think people wonuld pot go and die in Benga! lesving all their
property in Bombay. .

Sir Percy Thompson. (Q.—Would you tax where the property is siluated?
Then you go on a principle different from that you advocated in connection
with the income-tax? '

4.—1 go on the same principle, as we do with regard to the corpera-
tion tax. If the properly is situated outside a particular province, then the
Froceeds should be shared between the provinces.

{.—Sapposing the rates are different?
A.—Then they will get the benefit of the rates.

Q—You are not advocating the water-tight division of duties, such as has

-arisen under the Montagu-Chelmsford Report?

A.—No, .

The President. Q.—With regard to the question No. 161, yon bave already
agreed that Iocal bodies should rely primarily upon special assessments and fees
-of all kinda? .

A.—Yes.

@.—District Boards vrely principally upon surcharges nupon the land
revenne or a corresponding charge on annual value. You agree to it?

A.—Yes.

Q.—What about octroi?

A.—1 want octroi to go altogether.

@.—But you are not prepared to abolish house tax?

A.—There should he hoose-tax even nnder a Swaraj Government. I believe
‘there would be a bureaucratic form of government even then.

8ir Percy Thompson. .—Have you got the same objection to terminal tax as
vou have to the octroi! Some condemn octroj as thorsughly objectionable as
in Cawnpere, bul do not object to terminal tax! . . .

4.—We have got it alsc in Bombay. That really does wnol create
difficulties. :

. @—You say that if terminal tax is kept, it will not be subject
4o as many objections as octroi?

A —Yes.
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The Grawth of Taxation in relation to Population and Prices,

dd paper read by Professor Hamilton before the Economic Conference at Benares,

1925.) .
In discussing the Indian tax system in relation to its incidence
and possible modification it is desirable to start with a considera-

_tion of the growth of revenue as a whole and of taxation proper in
recent times. It is obvious that a mere statement of the revemue collected
by the Government over a series of years expressed in terms of money wili
possess little sigpificance. Such figures must be related to the number of
persons from whem the revenue is obtamed and to the movement of prices

in order that some idea may be formed of the average real weaith which has
been taken from the tax-payers.

Revenue in relation to population and prices.

‘ToTsL REVEINDR IN LAXKS OF I

Reveunue
RTPERS. Population of British Revenue | P°F bee:‘:l
» , India (1,000). per head. | torrerti
- - Lakbs. | for prieo
. Average for— i change.
t . -
1 ‘ 2 | 3 4 5
e | | —
| : Ra.
189899 10100208 . .. 10938 231:259 . (901) .| 47 .
1908-09 to 1912-13 . 18433 243933 . . (1811) . 59 +9
1018-19 to 191920 . | 234041 %24,70(')3 .. (ee . %5 41
1923-24 . . .| 20098 i24.9-4,70 . (1933) . 94 e

voL. T. , .
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The revenue for 1923.24 is taken from the Budget Estimate for Centrak
and Provincial tevenue for that year. The figures for previous years aré
taken from Statisties of British Indi#, Volume No. 1624, The population for
1923 is cstimated cn the assumption of an annmal growth siuce 1921 of 1 per
cent. I have calculated that Between 1900 and the second period taken above
prices rose 20 per cent; hetween the first and third periods 130 per cent;
and between the first and last period by 100 per cent.

The chiaf difficulty in correcting the growth of revemue for changes in the-
general level of prices is due to the many problems attaching to the construction
of a reliable price index number,

I have examined the material available on the subject of Indian prices
since 1900 and, although the price statistics are admittedly unsatisfactory in-
various ways, there appears to be sufficient data for asserting that between.
1900 and 1920 there was & general price rise of some 130 per cent. The out-
standing feature of the Indian price movement in recent years was the very
great rise that took place during the last three or four years of this period,
Since 1920 there has heen a reaction and the preseat price level may for
purposes of general reasening be placed at approximately 100 per cent above:
the level at the beginning of the century.

In order io interpret the real growth of revemne in terms of the goods-
and services consumed by the Government it is necessary to allow, uot only
for the rise in the price of commodities, but for the change in wages and
salaries of the labour employed also. From the volume on ‘“Prices and Wages'™
nublished by the Department of Statistics I have estimated that between
1900 and 1920 the general rise of wages was approximately 95 per cent. From
these statistics it would seem that the wages of unskilled labourers have.
risen in a greater degree than those of skilled workers and this conclusion
is in accordance with the predominant evidence from other sources. Theve-
would seem to be ground for believing that wages paid in Government employ-
ment have risen somewhat more than those in private emplovment. On the
other hand the movement of salaries for the higher grades of Government
employees certainly did not keep pace with the movement in general prices.
to anything like the same extent.

It wili be seen that the revenwe per head during the period 1918-2¢
was, as corrected for growth of population and rise of prices, slightly lower
than in the pre-war period. In so far as wages and salaries did wot rise
n the same proportion as prices, Government gained as a consumer of labour
and its real revenue was thus somewhat higher than is indicated. Since 1920
aithough prices have fallen, wages and salaries have rtisen. Thus it may he
suid that at the present time the real goods and services consumed by the
State through the expenditure of its revenue are approximately the same as
#in the pericd 1908-13.

It is not difficult to see in these figures an explanation of the inability
of Governmeunt during the years of rapidly rising prices to halance the bndget.
The expansion of expenditure to which the war gave rise was met only to
a small extent by an increase of real revenue. The deficit was obtaired by
a large recourse to loans.

Tn stating that ihe real revenue was approximately Rs. 4-2 in 1923-24 as
against Rs. 4.7 at_the beginning of the century it does not, of conrse, imply
that the real burden to the tax-paver has fallen, since it does not follow
that the capacity to pay has continued constant. This constitutes a problem-
to be separately examined.

During the present centm-)fd th%] Ingian revenue system has undergone a
very considerable change. It m:y still be sai

Growth of the con- 1" 510 frame-work, inherited f}x’-om the I\r?udh:.? re:ii ?ln

stituent elements in .\ "o land revenue. th R ual, period.

S atie naBbemL _ 3 , the royal monopolies, ‘and the

Sl abkari taxes formed the principal sources from which the

State obtained its funds. During the first half of tlie nineteenth century the

" chief modifications of the tax system consisted in getting rid-of the worst

remaining elements of the pre—Br‘itish revenue that survived the abolition of

the said duties, such as the transit duties and the discriminatory sea customs
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*duties. During the remainder of the last century little impoertant modifi-
cation was made. An important new principle was established with the intro-
duction of the assessed taxes which, however, left the actual revenue bat
tittle affected. The customs duties were varied within comparatively narrow
limits in response to financial necessities and the nicelies of free trade theory.
It has been left for the administrators of the present century vader the
three-fold influence of a great rise of prices, the exigencies of war, and a
wider conception of the responsibilities of the State in regard to economic
development, to graft upon the old and largely inelastic revenue system the
most readily available means for enhancing the Government receipts. The
rature and extent of these changes may be briefly presented.

A.—THE LaNp ReveNue.
Fl

The net land revenue (.., deducting the irrigation charges that are in
some places collected as part of land 1evenue} during the present century
has increased as follows :—-

Aversge for
1900-01. 1907-09. 1919-20.
Ra. Re, Ras.
2525, 28-88. 3321,

An increase of 34 per cent.

In order to obtain a true idea of the movement of land revenue these fignres
need correction for several factors. The first is the rise in prices. 1f the
index of the price rive between 1900 and 1920 be taken as 100: 230 then a
land revenue of Rs, 25-25 lakhs in 1900 would, other things being equal. be equi-
valent to a revenue of Rs. 58-07 lakhs in 1920, The fact thal the actual land
revenne in 1920 was only Rs. 3391 lakhs was thus tantamount to a reduction
of nearly 42 per cent.

This very important effect of the gemeral rise of prices has not, of course,
been felt evenly in the different provinces. About one-fourth of the cultivated
area in British India is permanently settled and the landlords of these per-
manently-settled areas have gained most, In the temporarilysettled areas
the increase of land revenue has come about chiefly in those places which
have gained from an extension of cultivation, such as the Punjab and Lower
Burma. In the more fuily developed agricultural areas, even under raiyatwari
settlement, the enhancement of land revenue per cultivated acre has been
almost negligible during the period through which piices have been rising
fast. In calculating the oxtent of the real modification in the land revenue
during the past quarter of a century account muest be taken of other factors
besides the movement of prices. The extension of railways tends both to
reduce the expenses of cultivation and of marketing the produce. Since
1900 the railway mileage has increased from less than 25,000 miles to over
37,000 miles. The whole benefit of this development has not been transferred
to the consumer, but has in many cases imparted an increased differsntial value-
to the lands served by the railways. Since 1900 the irrigated area has increased
from 32 million acres to 48 millicn &cres in 1920. Some part of the benefit
derived. from this increase of irrigation is represented by the increase of
irrigation revemune, but there is a substantial margin left to the holder of
irrigated lands. The net area sown with crops in British India has increased “
from an average of 202 million acres in 190103 to 217 million acres for
1919-21, Thms it is clear that if allowance were made for the extension in

- transport facilities, in irrigation, and in cropped area a considerable increase
must have taken place in the rental value of land which is equivalent to a
further redaction of the bhurden of land revenue aver and above that allow--
ed for in the rise of prices.

B.—F0ORESTS.

In the Indian poblic acconnts the revenume from forests is classified under
the same general head as that from land revenme. In reslity the income is

VOL. I. R 2
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of a composite character, but nearly four-fifths of the gress forest revende
is derived from the sale of timber. The Forest Depariments are hecoming and -
should be still further regarded as commercial departments in the same category
as the railways. The accounts relative te these commercial activities shonld
be separately kept. As u revenue-sarning department the comparative position
since the begioning of the century is briefly as follows :—

i
) !
Forest aves [Gross revenue Net revenne | Imcrease of net
square miles, lakhs. lakhs. , revenue per cent.
i

i
]
!
|

Ra, Bs.

1900-01 . . 208,369 197 86 ¢

-

1919-20 . . . 250,949 536 219 154 per cent.

|
|

It will be seen that the net revenue from forest property bas increased
rather more than in proportion to the rise of prices and, with progressive
management, it is certainly capable of becoming nore productive. The dis-
tiibntion of forest revenue between the several provioces is very unequal. Im
1920-21 the gross revenne from forests in Burma was Rs. 221 lakhs, while in
Bengal and Bihar and Orissa it was Rs. 18 and Rs. 8 lakhs respectively.

C.—Or1oM.

The opinm monopoly, from having been by far the most important source
of revenne second to the income from land bas at the present time become
comparatively cnimportant. In the quinquennium 1877-81 the gross revenue
from opioum amounted to 17 per cent of the total receipts i British India.
In 191920 it was only 31 per cent. The opium revenue should be divided
under the two heads, taxation and tiibute. The follewing table will show
the change in regard 1o this source of revenue during the twenly years

1900-2¢ :—

. Grross Net |Quantity| Sale Qulr-ntit.y lunn_tity A\'el_ngn
— receipts | revenue lexported | value [PTOVBION, €xthe price
lakhs, | Opium | cpiom per

lakhs, | lakhe. | chests. chests. i chests, | cheat.

i
Re, Bs _ Ra. | Ra.
i
1900-01 . 765 197 | 69708 45 44,457§ 4517 | 1,360
1919-20 .. 455 825 | 11,859 201 | 74001 sa38| 3,40
!

The figures in colomns 3 and 4 are for total exporte and include Malwa
opium, The sale values in column 4 are thus not comparable to the groas
receipts in column 1.

From the data given it may be roughly calculated that in 1900 India obtain-
ed as tribute for its opium a sum of about 33 crores of rupees, whils in 1920
it received only some 1} crores. The taxation in respect of opium may be
put roughly at about 1} crores in the latier year.
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D.—8atr.

A comparison between the revenue from salt tax in 1000 and in 1820 may
be snggested by the following table :—

Q | Quantity | Salt duty corrected for
e g‘:lt ‘a]t];l;tj( consumed change of prices and
yeo | PET per head, population.
1 2 3 4 5
Lakhe E
Ra. Ra. Seers.

1900-01 . . . 875 378 62 § A wlt duty of 875 lakbs
rupees allowing for the

1919-2¢ . . . 529 217 &1 | growth of populstion and
tfor & hundred per cent

i924-25 R . . 1054 434 rize in prices would be
_equivalent to a collection

of 1840 lakha in 1924-25.

The salt duty in 1900-01 was levied at the rate of Rs. 2-8 per maund, the
rate to which the duty was restored in 1923-24. Allowing for the change
in' the purchasing power of money the present rate is equivalent to a rate
of Re. 1-4 in 1900. :

E.—Szraurs.

The revenue from stamps, judicia!l and non-jadicial, has increasea us
follows —

1900-01, 1919-20), 1922-24,
L.akhe Rs, Lakhs Re, Lakhs ks
501 1192 1384

{the figures for 1923-24 is the Budget Estimate including both Central and
Provincial receipts under this head).

While the ievenue from judicial stamps doubled during the first twenty
¥ears of the present cemtury, that from non-judicial increased three-fold, Thus
the first approximately kept pace with the rise of prices, while the second
represented a real increase of revenue,

F.—Exase.

The following figures show the expansion of the excise revenue excluding
the opicm excise :—

1906111, 1919-20, 1922-24 B. E.
Lakls Rs. Lukhs He. Lakhs Rs,
488 1659 19-31

Allowing for the movement of population and prices there has been s real
increase of revenue between 190¢ and 1923-24 of approximately 8B per ceat.

G.—CustoMs.

During the war period India virtually passed from the character of a
free trade country with a low tariff for revenue to that of a country with a tariff
imposed with the double purpose of giving protection and yielding = high



246

yovenne. The gresi expansion in the receipts that has followed this change
of policy is reflected in the figures :—
Average § yeara ending-—

1900-01 1919-20 1924-23 B.E,
Laskhs Ha. Lakhs Rs, Lakhs Rs.
Imports . . . 391 1543
Exports . . . 87 431 ;
Total . . 478 2024

4501

The nominal increase in the income from custom dutics i3 thus seen to
be not far short of ten-fold and the revenue from this scurce is now far above
that from land revenne whick until comparatively recently yielded nearly
half the total receipts of Government. Even allowing for the increase of
population and prices the customs revenue has risen by not far short of five-
fcld. This constitutes nothing short of a fiscal revolution and upon the customs
revenue has been placed the lion's share of the burden in making up for the
great fall, due to the rise of prices, in the revenue from land, and the
monopoly taxes.

H,—INCOME-TAX.

The growt,ﬁ of income-tax during the period here considered has been
as follows :—

1900-01. 1919-37. 1924-25 B. E.
Lakhs Ra Lakhs Re. Lukba Rs,
196 2390 1821

This shows a nominal increase of over nine-fold and a real increase, aliow-
ing for population and prices, of four-fold, between 1900 and 1924.-25.
I.—TrBUTE FEROM INDIAN STATES.

The small revenue from this source varies very little from year to year. It
was az under :—

1900-01. 1919-20,
Lakhs Ra_ Lakhs Rs,
86 93

if this tribute had increased proportionately with the rise of prices it
would have amounted to Rs. 197 lakhs in 1919-20.

The resuli of the consideration of the principal heads of revenue in relation
to the movement of prices and population belween 1900 apd 1920 may be
summed wp as follows :— ‘

‘ ! Deficit or
: Actual  Actual |Corrected; Nature of ‘
Revenue, :1800-01.1919-20, | 1919-20]  correction. Surplns
I ! !
Land Beréune net . 2625 - 3391 6237 ' For price rise and net | — 2846
; | © sOWn area,
Yorest . . . 86 219 197 . For price rise, 32
Opium . . .; 4%7| 325] 1143  Dite . .| 818
Salt . . . .. 87 528 21'16 For price rise and | —1587
| pobulation. t
Stamps . . ; 501 | 1192 | 1280 Ditte . MR-
Excise .. ess: 1669 | 1Z00 Ditte . . .459
Customs . . . 478 |, 20024 11'56 | Ditto . . 868
Income-tax N 196 | 2320 480 | Ditto . . 1840
Tribute . | -86 93 197 ' For price rise . . —i04
i

The balance arrived at by this comparison between the actual revenue
obtained from the principal sources of State income in 1900-01 and the revenue
which would have been a trne equivalent in 1919-20 as apainst the revenus
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actuslly collected in the latter year shows a total deficit of Rs. 21-B4 lakhs
-despite' the great increase of customs revenue and income-tax (iocluding
-excess profits  tax). Thos the services of the State conld not have been
maintained at the earlier level unless the revenue had been supplemented
by increased receipts from other sources. These resources were priucipally
.obtained from borrewing and from the profits obtained from the Commercial
.Services.

There remain to be considerad certain other forms of revenue. The most
important are those commonly classified under the head of Commereial Services.

The three heads of revenue commonly classified as Commercial Services are
Railways, Posts and Telegraphs, and [Irrigation. It has alveady been sug
gested that the major part of the vevenue from Forests should Le similarly
classified.

The receipts under the head of Commercial Services, as they apresr in
the public acconnis, exaggerate the total of public revenue beyond :he true
.amount. Tn the case of the rallways ths gross earnings, less working expenses
.and the profits and sebsidies of private companies, are treated as net cormings
forming part of the public rvevenue. Under public expenditure is included
the payment in respect of interest and sinking fund on railway capital, Thus
in 191920 the revenue irom railways was stated in the accounts as Rs. 3183
Iakhs, But against this Rs. 17.83 lakhs was included under the head of public
-expenditure on account of interest and other charges. The real addition te
the revenue from the railway service was thus Rs. 13.90 lakhs. In the case
of the Pests and Telegraphs and Irrigalion Bervices the gross receyts were
-entered as public revenu: and the gross expenditure appeared as a eontrary
payment under public expenditure. (In the case of the Posts and Teiegraphs
s change has recently been iutroduced by which the working expenses are
deducted from gross receipts and the balance only now appears as revenue.)
In 1919-20 the revenue under these heads was given as Rs. 920 lakhs and
Rs. 874 lakhs respectively. After deducting the expenditure the real additions
to vevenue from these services were Rs. 2-07 lakhs and Rs. 2-3 lakhs. [t may
be noticed that in consegnence of thes change in mode of stating the revenusz
from Tosts and Telegraphs the revenne for 1923-24 appears as less Ly over
Rs. 8 crotes thun would have been the case had the old method been retained,
‘The following table shows the revenue at four periods in the present ventury,
-distinguishing the incoine from the principal heads of vevenue, the Commercial
Services, snd other revenue sources. In Drackets are given the true nei receipts
from Commercial Bervices and the total revenue calculated in this way :—

Hevenue from 1900-01. 1910-11. 1919-20, 1923-24.
i 2 3 4 5
Lakhs. Lakhs. Lakhs. Lakhs.
Principal heads . . . 67-94 82:58 12752 149-68
«Commercial services . . 3465 | 3040 4979 087
f1-21) | (400 (18-67) (5°28)
“Other sources . . 1080 | 7-59 1529 1802
Total ., , 11289 | 12035 195:60 20757
(79-43) | {(M415) {164:48) (172:48)
7 Ra. | Ra. Ra, Re.
Reveine per head on basis of ¥4 | 3% 66 69
net receipts from Commerecial ;
services. 1

From the table given above it will he scen that, while in 1919.20 the revenue
«derived from the principal heads had not kept pace with the rise of prices
and the increase of population since 1900-01, the additions to taxation during



248

the last three years have rather more than restored the balance. The result=
oltained from the Comnercial Services as they are stated in the public accounts
would appear to have deteriorated when allowance is made for price changes.
snd the conclusion might be drawn that the prices charged in respect of these:
services had not been sufficiently enhanced. The net receipts under this head
for 1923-24, as has already been noticed, appear as less hy Rs. 8 crores than
they would have done save for the change in the system of account. Wven.
allcwing for this it is evident that the vevenne from the Commercial Services.
(as ordinarily stated), has very far from Lkept pace with the change in th:- -
purchasing power of money. Whether it should so change raises important
questions of principle. In so far as a commercial service ylelds a surplus after
all expenses have heen paid, including interest on capital, it i3 an instrument
cf taxation, if it is proper that it shonld be so used, it follows that the
tax revenue should increase in the same proportion as general prices. If it
fails to do so there is a remission of taxation. But it is evident that the-
teasure of taxation involved in the revenus from Commercial Services is not
properly stated in the fignres of revenue receipts as given in the public accounts.
and it would thus be guite improper to expect that these shonld show an-
increase proportionate to the rise in prices. Whether or-no the receipts fromw
Commercial Services show an adequate advance cannot be answered without
reference to each service in particular. Apart from such considerations as
increasing or decteasing efficiency of management which will affect the financial
results it wonld seem clear that it i3 not in aceordance with sound principles-
of taxation that servicss such as the posts and telegraphs, or the railways,.
should be made to yield a tax revenue. Whaere, however, capital has been:
invested in the past in productive undertakings. supplied, not from loan, but.
from revenue, the State would be justified in reaping a surplus eguivalent
to the current rate of inteérest om such capital. Such surplus shonld not be-
treated as a tax on the present users of the services. In the case of State-
Irvigation Works it will procbably be the case that the supply of water increases
the capacity of the user to bear taxation. The measure of the surplns value.
due to the irrigation will be directly affected by a change in price level
Irrigation rates should therefore be raised, not in prcporiion io the rise in-
the expenses of irrigation, but in relation to the enhanced value of the-
produce resulting.

Certain questions of interest arise in conmection with the varions items
of vevenus which I have grouped mnder the head of “‘Other sources™. In a.
large number of cases these represent merely book transactions and not any-
collections from the public. To this extent they should he dedncted from the-
total revenue in order to obtain the true amount of taxation. In the revised
budget estimate for 192324 a sum of Rs. 324 lakhs was included in the revenue
to be derived from interest. In the same year Rs. 204 lakhs were included”
for revenue under the head of currency. It is clear that interest receipts-
reptesent a gross income from the employment of the proceeds from former-
revenue. It might be argued that sach funds, if they had not been taken from
th: tax-payers, cculd have been employed to yield interest for prirate persons:
and that, therefore the interest obtained by the Steie, no less than the principal,
should be regarded as a tax. But if this method of argument is adopted
it must be applied to all forms of taxation and the caleulation of the real’
amcunt of taxation would thus include compound interest for all periods.
subsequent to the time of its original collection. Such a contention seems
so fantastic that it need not even bhe mentioned were it not for the fact
that it has been actunally advanced and accepted in another connection, namely,
in the calculation of the amount of the so-called ‘‘drain’’. Revenue from
interest can only he treated as a real deduction from taxation that would?
otherwise have been necessary.

The revenue from exchange and currency is not ac simply dealt with..
Gain from exchange that arises from the fact that Government has estimated
the cost of certain foreign remittances at an amouni greater fhan is actmally
needed is obviously a mere book transaction. It does not represent any real
centribution either by the tax-payers or as a tribute from abroad. But Gov-
ernment may also he, in effect, a considerable exchange banker and make
a real profit from the use of its funds in buying and selling exchange. 1f
the State possessed a monopely of such exchange bhnsiness it might obtain.
a monopoly reverme from the members of the community which wonld properly:
b» classed as a tax. Any other gain is likely to approximate 10 an interest:
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upon the use of its balances and, like interest proper, constitnies a com-
*mercial income to Le treated as a deduction from tha smount of taxation.
otherwise neaded.

As a result of the analysis of the revenue that has heen made we may
now make an approximate estimate of the amount of taxation per head in-
Brit:sh India for the year 1923-24. I make no attempt tn estimate the amount
of the customs duties that, if an exact analysis were possible, we could include
as foreign tribute and to that extent a deductio® from taxation, although
there is little doubt that in recent years India has ‘received some tribute of
this kind., ‘Taking the amount of the revenue under the principal heads, riz.,
Rs. 149.68 Jakhs, I deduct 1§ croves as opium tribute; 2 crores for the sale
of timber; 87 lakhs for tribute from Indian States; making 4-37 lakhs. There
is, as I have explained, a difficulty in assigning the gain from railways. In-
192324 it amounted to 5-28 lakhs. [ propose to regard it as entirely interest.
on past investfments from revenue, There was in this year a net loss on the-
working of posts and telegraphs. The vevenve from ''Other sources” I omit
a5 eith>r book transactions or contributions to revenue other than isxation.
There remains the question of classifying land revenue and the surpluz income-
from irrigation. In the case of irrigation works, if they are regarded as
comwmercial undertakings, it is clearly improper to arrive at an estimate of’
profit by deducting the loss from the unprofitable undertakings from the
profits of those that are prefitablee Each undertaking shounld be treated’
separately. Those that are unprofitahle involve a tax burden. 'These that yield’
a surplus above expenses and interest tax the users in the same way as any
other monopoly service, Thus the iotal of surplus profits without deducting.
losses shomld he treated as taxation. I have not seen the accounts for 1923-24,.
but in 1920-21 the tota] surplus profits were 411 lakhs.

Thus the final position would be approximately as follows :—
1. Income from principal heads of—

Rs.

Takhe,

Revenue in 1928.24 . . . . . . 14078
Deduct Tribnte . . . . . . . . 287
Total . . . 14731

i e e

2, Surplus income from Commercial Services, treated as taxation.

Re.

Lakhs.
() Railways . . . . . . . . 828
{5y Irrigation {1920-21) . . . . . . 41l

Totnl . . o9

3. In the case of Forests the Revenue (gross} is included in the total of
Receipts under the principal heads above. Tn 192324 it was Rs. 581 lakhs:
{provincial accounis only}. '

The expenditure on Forests was Rs. 350 lakhs. This expendilure masy
be analysed under two heads :— .

(#) that which is spent in working and managing the forests as a purely!
commercial enterprise, We may assume ithat a similar amount
would be spent by private business even in the absence of State:
enterprise. This should be deducted from that part of Forest
vevenue which accrues from such enterprise. If a surplus remains
1t should he classed as taxation;

{#) that which is spent on Forests otherwise than as a Commercial Service.

Thus if. as T roughly estimate, some 2 crores of Forest expenditure may-
be debited as pross expenditure for a Commercial Service, this sum shounld be
deducted from the revenue under principal heads to reach the trune amount of
taxation.
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The treatment of land revenue should Le on similar basis. The gross .
expenditure incurred for administering the land regarded as a Commercial
Service should be deducted from gross land revemme. The balance should be
treated as taxation.

I have no data for even a broad caleulation of this amount but it is obvious
that 1t is considerable. Omifting this correction the total taxation may be
given as Rs. 156°70 lakhs less 2 crores; or Rs. 154.70 lakhs: equivalemt
1o slightly over Rs. 6 per Pad of population in British India in 1933.24,

One final point may "be mentioned. The Customs revemue is really paid
by the people of India a< a whole. Thus in 192324 scme 10 croves may Le
treated as contributed t. the Central revenne by the people of the Indian
States. This is perhaps an overestimate as consumption of imported com-
modities 0 Indian States may be less than proportional to popolation. In
sny case the taxation of the people of British India requires to te reduced
by sume 6 or 7 annas per head on this account.

Protessor Hamilion gave oral evidence as foliows :—

The Fresident.—We should like to examine you in the order of our ques-
tionnaire, for the sake of convenience. To begin with, let us take the ques-
tion of incidence and examine it with reference fo the note you read before
the Economic Conference.

Dr. Hyder. ¢.—With regard to the figures you have given, you say thers
has heen a rise of prices. Are you quite sure abomt this index number? That
1is, about all the articles contained therein? For instance, in the Government
of India index numbers there is a commodity called spelter. Surely it exercises no
‘influence whatever, :

4.—I do not claim any extraordinary degree of accuracy for my index
xnumber, because, I think, at present with the material which is available it
is impossible to have any great confidence in any index number by whomsoever
it may be prepared. I took all the figures available. My metbod was this
I took a series of commodities. I started with commodities which are only
-consumed by the peasants and I drew graphs of the price movements in res-
pect of these commeodities in different provinces, for instance, rice, cholam and
ragi which are consumed iu the sonth, wheat and so on in the north. I iried
to get a smooth curve, eliminating extreme and quite short period fluctnations.
I adopted the same method for wholesale prices on exports and imports and
other commadities and the index number I have given is the resalt of, what I
may call, these smoothed curves in respect of the various ingredients.

©.—Vou will agree that the peasants of India largely consume what they

" wroduce ?

1.—Yes,

¢.—So, in so far as the rise in food grains is concerned the peasants have
aot benefited?

A.—1 do not think you can group all the agricultural population under one
single head, °‘peasants’. I think that you have to amalyse the apricultural
population into different classes. First of all you have, what may be called,
‘the village artisans, who are only incidentally agricolturists. The method of
remunerating them varies considerably in the different provinces. For in-
stance, in parts of Bihar they are remunerated by fixed prain shares of the
.produce. In other places they are paid practically money wages varying with
the quantity of service rendered. These different systems must be affected
very differently by the price movements in the differeat places. Then again,
we have to make a distinction between what are called landless people, as the
‘term is generally understood, and the landlord or the rvot. The price move-
ment affects these people verv differently. T think it is probably a justifiable
-statement to make that the landless labourer in Bihar has nol suffered from
the rise of prices except for the short period when the rise was very great
and the rise in prices was accompanied hy a decline ‘n the demand for lakour
owing to the bad harvests which occurred in 1518-19. Dauring that period. {
may say. | was distributing famine relief in Bengal and I found there that
wrhile prices were rising, the wages, in many cases, of the landless lahonrers
wvare falling because people who previously were fairly prosperous hired labour
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only to harvest crops; so that the demand for labour fell off. Therefore, if
yon are going to enter into details, you bave to fake into consideration cach
5f these classes which make up the agricultural population. Finally, 1 should
suggest that the movement of prices obviously affects the moderatelx Pros-
perons cultivator very differently from the way in which 1t affects quite the
poorest cultivator. The moderately prosperous cullivator is a farmer w1tha_
-surplus to marizet and he benefits by the rise of market price. The purely
subsistence farmer—and there are not very many of these—is not affected. If
he gets nothing from outside and lives entirely on the produce of his land,
he is not affected except in so far as he pays cash rent and to that extent he
Lenefits because he must sell the grain in order to pay the remnt,

Q.—Now, may I come to the central thesis which you submitted at the con-
ference? You say there has been no increase in the real revenue raised by the
Government ! .

A.—That is stating the conclusion that 1 arrived at without noticing the
-qualifications which I made.

Q.—But broadly?

A.—1 may say that the Government benefited by the fact that it did not
pay salaries and wages in proportion te the rise of prices. To that extent it
gained. 1 have no means of knowing how far Government spends its revenue

«on commodities and services respectively. If [ could get the proportion, I
can more correctly state the qualification under that head.

Q.—We are looking at the thing from the point of view of producers aund
these producers have to pay the tax, whether it is direct or indirect. The central
thesis of your paper is that—(of course with the qualification you mention)—
there has been no Jnecrease in the real revenue raised by the Government of
India. But our politicians say—for insiance, Pandit Madan Molian Malaviya
has stated so in the Legislative Assembly—that taxes have been increased to
i"e extent of 60 croves of rupees. Now you have raised s very important
issue so far as this country is concerned. Let us consider the position bit
by bit. TLet us first take the case of a cultivator who owns and cultivates
the land himszelf.

A.—He does not pay any rent.

f2.—Let us take the province of Madras or any other similar one.
He is the owner and cultivator of the land. Of course, he pays land revenue
to the Government. In so far as these people are concerned they consume what
they produce and vou say they are independent of the rise in prices. But they
have to pay taxes and on the commodities they consume they have to pay
land revenue. Do you think there has been no real increase in the public burden
that these peopls have to bear? .

A.—T feel some difficulty in answering this gquestion without clearing uap
certain points. The peasant obviously cannot merely consame what he produces
and at the same time suffer, as you suggest, from increased taxation. For example,
“in order to be affected by customs or excise duties he must purchase the datiable
goods by the sale of his produce. He does not consume all That he produces
and thus he will be affected by the price level. The question then to be
- determined resolves itself into this: whether the movement in prices affecting
the sale valuze of his produce that is not directly consumed is such as to give
him a ecash balance after allowing for the price rise in respect of the things
which he buys. That obviously i5 a question the answer to which will vary
according to the circumstances of the family budget. But speaking broadly,
T think we may say that he is benefited; because although you cafl him the
owner, assuming he pays land revenume and the land revemue for ths moment
we will assume is paid in cash, he has had a remission of taxation under one
of the principal heads under which he is taxed,

Q.—But in respect of the commodities that he consumes, for instance,
-cloth, kerosene oul,” matches, etc., which enter into the family budget, the
position would be this: on a rough estimate he is not better off or worse off
in a majority of cases. Would you agree!?

A.—No. I think he has gained thereby. The whole difficulty in making
the broad statement is that prices, as you know, bave fuctuated in the last
6 or 7 years with extraordinary violence and irregularity As far as 1 re-
member, in 1916-17, cloth went up in price very much. At that time agricul-
tural prices were not rising. Harvests were good and prices were not rising
:and the cultivator was undoubtedly very hard pressed by the rise in the
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price of clothinug. Shortly afier that cloth soméwhat cheapened in price, and?
prices of some other articles, for example, salt also came down and they began:
to substitute home made cloth to some extent. Then agricultural prices went
uwp with a rush. That probably more than readjusted the difference in the-
case of the moderately prosperous cultivator.

Q.—Now, to pass on to another class—the landless labourers. Do you think.
they are paying more or less of real revenue!

d4.—1 should say that on the whole they are probably paying less. That.
is on this assumption ; that in recent years there has been for many sections.
of the population a considerable increase in the alternative employments out-
side agriculture. You had the opening up of new mines, railway extensions-
and so on. You had more and more people employed in the manufacturing
establishments. All these things tend to make it easy for a landless labourer,
if he does not get anything on the land, to go and spend several months else-
where and earn good wages. Of course. there are many parts of India where
that does not apply at all and other parts where it applies to a less degree,
But gradually, by a permeating influence which is having its effect, the land-
less labourers have become better off to-day than they were some 20 years ago.

Q.—Do you admit that the movement in prices is much quicker than the-
movement in wages?

A.—Of course, I agree. In this couniry, as in all other countries, it is=
recognised generally that prices rise before wages rise and when prices fall,
wages do not fall at once in the same degree.

@.,—XNow let us pass on to another class. Let us take the case of salaried.
pecple or people with fixed money incomes. Do you think that in so far as-
these classes contribute to the revenue thers has {een a rise or a fall in the-
burden, or has it remained just the same? -

A.—There I would distinguish between the middle classes, i.e., people with-
moderate  incomes—either salaries or  rents—which are relatively fixed
and which cannot be easily enmhanced and what I would
call the really rich classes. In India, it seems to me, that the really-
rich class spends a much smaller proportion of its income on things like im-
ported commodities.

@Q—But in so far as they are adopting the European mode of living, are-
they not affected just like the Europeans?

4.—~Not, T think, to the same extent. For, I think the amcunt of
income spent on imported things i3 very much less than in the case of the-
middie classes, The middle classes are more and more adopting western
+habits, western forms of consumption, etc., and T think that they, in common
with European recipients of fixed incomes, have snffered very heavily. T
think that is one of the reasons why we are hearing more in our days of the-
unemployynent problem than we heard some yvears ago. :

Q.—Now to pass on to another point. This couniry, yon know, was not
engaged in war. [ want you to express your opinion about the rise of prices..
We want to analyse this phenomenon. You think there was decrease in pro-
duction during the war period and therefore the prices rosé?

d.—It is not easy to give a single comprehensive answer to that question..
Speaking quite broadly, I think production increased in some directions and”
obviously diminished in others,

{.—But commodities produced in India were largely in demand?

4.—The difficulty arose thus. You had very great potential demand,
particularly for Indian products, We assume for the moment that fhe inter--
nal demand remained unchanged. There were two powerful influences res-
training the producers from taking advantage of the grezter foreign demand.
One was the lack of shipping and the other was the difficulty of financing.
Tn this cowntry, as vou know, exchange was for a time virtually pegged.
Exchange bankers were urged by the Government not to break away frome
the official rate of exchange. " The merchants were only financed as long as-
they conld get cover. When they could not get cover, they were not financed.
I know one big merchant in Calcntta went to the extent of importing a large-
cargo not even knowing how to get rid of it. so that it would serve as &
cover for the export of his jute. We must draw a distinction between India
and Japan and America both of which made large fortunes by expanding their
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sirade. To some extent India suffered. She suffered commercially very con-
~giderubly by reason of the fact that she had not a free hand in selling those
-goods for which foreign countries were willing to pay.

—The point is this. Do you think that this rise in the cost of living or
Ahe rise of prices generally was due to the monetary policy of the Govern-
ment of India? T may stale my view frankly before you. It is no use saying
-that there has been no real increase in the revenue collected by the Govern-
- ment of India. On the other hand, there is this state of affairs: that the

~Government of India by the manipulation of its monetary policy diminished
“the real income of the people of the country by a policy of inflation of the
weurrency. Now, when we bear all this in mind, do you think it is maintain-
able that there has been no real increase in the revenue exacted by the Gov-
«ernment of India? :

A, —If T understand your question correctly—I am not perfectly sure that
‘I have—it seems to me that there are two distinct issues., The first is, yom
ask me whether the financial, or rather the monetary, policy of the Govern-
rment of India did not impose a burden on the country?

@.—Yes, they financed the war by the creation of notes.

4. —Ezxactly. Their currency policy had a marked inflnence on the Indian
JpTICeSs. .

@.—To that extent you will admit that the real income of the people of
-this country was exacted by the Government of India?

4.—To some extent, certainly. But it seems to me that the question is
qjuite independent of the question which is discussed in my paper.

@.—I want you to relate this movement in the rise of prices to the mone-
tary policy of {be Government of India during the war years and after the
- War.

4.—You suggest that the inflation of currency was a prominent cause of

ithe rise in prices? . ]

Q.—Yes.#o the extent the Government of India adopted the policy of
‘inflation, to that extent it diminished the real income of the people of the
country. Therefore, one cannot say the real revenue collected by the Govern-
ment of India has not increased.

A.—At first by a very large coinage of rapees, and, later, by an issue of notes
:against ad hoc securities, the Government inflated the currency. I agree that
.such an issue of nobtes iz in effect a ‘‘forced loan' as it has sometimes been
-called, or, more properly, a concealed tax It is an additional source of
‘income over and above that realised from the ordinary revenue.

It does not follow that the two sources of government income together
‘ﬁwe a greater real quantity of goods and services than were obtainable from
the revenue proper in 1900. In my paper read before the Economic Conference I
considered only the revenue proper, and not the income derived from loans
wor from ‘‘concealed taxation.”” When these are taken into account it is guite
poasible that Government was consuming more goods and services than before.

@—The point is this: The Government of India was consuming a
‘targe mumber of goods and services. How was that possible if it did not
involve an increase in the real revenug of the Government? In 1900
it was not engaged in war, But from 1914 onwards it was engaged in war
and it was consuming larger quantities of goods and services. ow was this
possible if it did not obtain its increased revenue by the method of concealed
taxation?

A.—In the first place, 1 do not think we know with any degree of accuracy
-whether the (Jovernment was consuming more goods and services during that
time, for which the Government itself might have paid. Buft we Lnow that
‘Government was consuming much more of certain services, for instance, am-
munition and so on. We know equally well that other services were starved.
"There was rigid economy in many directions. It economised in Fablic Works
and in various other ways. Also a good deal of milifary expenditure, which
-of course resulted in increased demand for Indian commodities, was not paid
for by the revenumes of India. 'That should also be taken into acoount.

¢.—By whom was it paid?
A.—By the Home Government. i
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t}.-—~The real cost of the war?

A.—A great many commodities which were produced in India and used for
the eguipment of the soldiers were paid for by the Home Government,

.—Except for the 100 million pounds, I do not think there is anything else.

A.—That has nothing t¢ do with it. That was only to meet the immediate
expenditure in respect of the interest. It was not capital expenditure. I amw
not denying that there was an increase in the consumption of goods and ser-
vices. 1 think that ihere was and that is why, I think, somewhere in the -
note | have offered to the committee, I refer to what I call concealed tazation

and to the dependence of the Government on the capital of railways. So-

that I only suggest that we do not know exactly to what extent the Govern-
ment of India increased, during the war period, the consamption of goods-
and services. Of course, there 1s the other question as to how far the accu-
mulation of funds in London was in effect a taxajion at the moment on the-
people of India. It undonbtedly was to some extent.

@.—~To pass on to another point. Would you agree that the construction of
this index number is defective becamse the prices quoted are not accurately
reported !

4.—I do not know whether 1 can agree that the construction of the index.
number is defective. But the data from which it is constructed are defective.
I think we can put more reliance in the figures I have offered than one might-
be inclined to think when you consider the fnaccuracy of the other figures.

The President. (.—Have yoa any experience of the system that prevails-
in these parts under which the landless labourer gets the use of a piece of
land in retorn for employment for a certain number of days?,

A.—I cannot say I have any direct knowledge of the particular practice-
in this district. But that kind of thing is characteristic of the- forms of re-

muneration in many parts of India.
@ —About the rise it wages, we were told by the members o
Board here that wages had quadrupled while prices had doubled)

19006. What do you think of that?

e Munpicipal’
at is, since:

4.—I am not surprised to hear that. When you gef down to particular
instances on a rather small scale, you may find considerable discrepancies. As-
I have stated in my paper, my opinion is that wages have risen and they have-
not fallen. Public employees have benefited.

2.—As regards the middle classes and the unemployment problem, is it not
& fact that the average man is mow getticg a very much higher wage than he
could years ago?

A.-—You mean that the average graduate gets a higher real wage or salary
than he did, or merely suggest that be gets a higher money wage?

f2.—My point is this. The proportion of the graduate class to the places
available 35 now greater than it was before.

A.—1 have not got the material to answer that. 1 do not know what the-
output of the Universities was 30 years ago. I think nearly all the graduates
at the present day get employmer§. But many of them hang on for a very
long time in the hope of geiting a superior appoiniment. I constantly find
many of my students waiting for 2 or 3 years in the hope of getting a job on
Rs. 150. Sometimes after waiting for a long time, when they do not get
any employment and when their age reaches 25 or so, they try to get the post of
a school teacher and so on.

The Maharajadhiraja Bohadur of Burdwaen. @Q.—Is it not a fact that the-
number in the waiting list is growing every day? ot

A.—My own belief is this: T am speaking withont concrete knowledge—
this is an q priori argument. The great rise of prices bas to some extent in-
ereased the number of persoms who can live on the sorplus income from the-
land. That increased the number of persons who can obtain University edu-
cation and the number of persons who can wait for some time in the thope
of geiting a remunarative post. That will, ¥ think, increase the supply of

these people.
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The President. Q.=—Is it your experience in Bengal and Bihar that the
sumber nf well qualified initia! recruits has fallen emormously and that where
vou formerly had no difficalty in securing graduates, there is now a difficulty
n. securing school final men?

A4.—] cannot say that there is anything of that sort in Bihar.

Q.—In your note, you say ' When the cinsumers belong to the classgs with
incomes not much in excess of the needs for the consumption of necessaries, the
dednction made from income by the levy of a monopely price may be at the
expense of expenditure upon necessaries. In the social interest such monopoly
price should be levied as far as possible only upon incomes with a margin above
necessary expenditure . Would you apply that to the excise policy?

A.—~1] am afraid I have only read the guestionnaire very hastily.

Q.—Short of prohibition, have you got any alternative to suggest, looking
at the matter from the povint of view of taxation?

A.—Tt seoms to me that it is impossible to discriminate with regard to the
income of the person who pays excise duty through drinking.

@.—You say in the social interest such menopoly price shonld be levied
as far as possible only upon incomes with a margin above necessary expenditure?

4,—1 think it is possibly an ideal, though of course there is another side -
to the guestion, It raises a number of difficult issues. Broadly speaking I
think the present policy with regard to excise is sound. It tazes income
which in a majority of cases appears to be able to bear it. On the other hand
it has the disadvantage which I have referred to here; bLut of course every
form of tax has some disadvantage. I do not think that in order to avoid the
evi! 1o which I have drawn attention, ithe excise duty should be abolished and,
short of abolition, I do not see any method by which you can avoid this possible
danger, Of course you can impose excise duty on whisky and champagne etc.,
consumed by well-to-do classes. But if you tax country liquors it does mot seemr
possible to discriminate,

.—But as regards your docirine at the end of the parsgraph, it would not
altogether be applicable to duties which are intended wholly or in part to
restrict consumption !

Ah.—-It seems to me that the intention may be one thing and the realisation
another,

Sir Percy Phompeon. @Q.—Would you agree that the prices of lquor restrict
consumption !

A.—Burely with some people at least it would.
Q.—Bat take the whole of India?

4.—In a iarge number of cases it might; on the other hand it will wuot
restrict, consumption smong those people who have some money to spend and
who have become addicted to the habit to such a depres that they would
rather sacrifice their other comforts than forge their drink.

Q. —Have yon set out deliberately on the policy of restricting consamption
hy increasing prices? Would yvou not consider whether this will sffect their
sabsistence or not?

A4.—1I should not vaise this question at all. If I may suggest a parallel, the-
point which I have mentioned here is a fairly well recognised point and has
been prominently emphasised in other countries apnd in discnssions over the
relative advantages of the policy of high and low licenses. I find there is one
school of opinion which wants to decrease drunkenness throngh a policy of high
licenses, and the concentration of drinking in a few places. There is another
school of opinion which wanis to leave drinking as cheap as possible;
helieving that the great majority of people would not drink to excess’
Thus moderate  drinkers would not be penalised by having a very
considerable amonnt of money taken from their pockets.” I think, broadly
speaking, it has been the experience in England and other countries.
Speaking very broadly, England is a country which has been drinking
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:for many centuries and drink has prevailed among all classes. Really
:speaking, temperance is a matter of education. Personally, I think the right
1method to attack the drink problem in this country is mot by forcible methods,
but, to educate the people and widen their interests till they realize that drink
veacts harmfully so that they will gradually control themselves. .

Q—I quite agree to that. Do you agree that the artificial inerease ‘a
price and the cortailment of facilities has had its own effect in  curtzilment
-of drunkenness?

A.—1It has had two effects, while it restrained drunkenness it increased
poverty among a few people. Rather broadly of course. It may be very few
in the total. I do not think you can avoid this.

The President. Q.—Take, for justence, opium. Opium in large quantities
is very bawmfal. Is it legitimate to make the price of opium prohibitive?

4.—Putting aside of course such questions of smuggling and illicit consump-
4ion, I feel 1 cannot answer the gquestion, I do not know whether’ a moderate
consamption of opium is harmful. So many people say it is not.

Dr. Paranjpye. Q.—1 refer you to the policy of the Bombay Government,
i.e., direct limitation of drink. It is redocing the supply by a certain percen-

e every year and keeping the income at the same fignre. Do you think
it is better from the point of view of taxation than the other policy by which
the same amount is obtained?

A.—Purely from the policy of taxation?
Q. —Yes,
4. —Do you mean it produces a larger revenne than the other methods?

Q.—Supposing the amount of revenue in the same?

A.—1 should prefer that the revenue were obtained without recourse to
duaties at very high rafee.

@ —Will you please vefer to page 7 of the Questionnaire, * human nature
deing what it i3, the increased dearness of a particular article is more likely to
have a definite eflect on the consumption of that article than an income-iax
which would tend to be saved owt of all the commodities '>. Can you say if
this applies to the conditions of India?

A.—Certainly.

Q.—You have seen the difference hetween direct and indirect taxes.
Would auy indirect tax upon luxuries affect people as much as the diract
tax? -

4.—Tf they do not consume any luxuries that cannot apply.

Q.—~Would their eraving for drink make them forgo their necessitiezs in
order to get it?!

A.—T think in many cases it does. After all the drinking public in India
is mot very large compared with the population. I understand that the drink
habit chiefly prevails only among the industrial classes, which are admittedly
small, and to certain castes which are very small compared with the total
population. But in a very large number of cases drink does not prevail at all.
Therefore I say that the altarnative is mot presented im many occasions.

@.—In your second note you say ** It is thus important as far as possible,
even in the case of such setvices, to adopt the principle of cost accounting. An
increasing number of states supply a benefit that is bolh particular and general.
Elementary education and factory inspection are familiar examples . How does
it apply to elementary education? I can understand if yon charge high fees,

‘ ‘but if you meet it hy general taxes raised in a country?

- A.—T1 was not thinking of the experience of India only. In many countries
;lementarjr education is financed by a combination of public expenditure and
ees.

Q.—In England is it free!? .
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A.—No. There are certain fees charged, I think. I am nat perfectly sare,

‘but I belicve there are certiin fees paid in the elementary schools for certain
_subjects. That was at any rate the practice a few yeurs ago.

Sir Percy Thompson. @.-—No. For the ordinary elementary education, it is
absolutely free.

4.1 quite believe that.

Dr. Paranjpye. Q.—So far as a particnlar individual is concerned, he has to
pay the education cess whether he has got a child to edacate or pot!?

A4.—Of course, what it comes to is this. In paying this tax those who have
children get something more in return from jt than they have paid. Suoppos-
ing I have a son and I pay no fee but pay a fax as we all do, the cost is
distributed between the person who has a son and the person who has not got
a son. If it were a voluntary arrangement I should pay a fee equal to .he

amount of tax whichk I pay, bat on the person who has not got a sen it will
be a tax.

‘With regard to cost accounting I think it is important to introduce it more
generally than is mow the case. Very often Government does not know what
its total outlay on a particular service is.

@.—0h yes, it knows. What about the education budget?

4.—The education budgef gives a lump sum, but I do not think it koows
what expenditure it has incurred on a particular subject. Probably it does
not know how mnch money has been speut on the teaching of economics. For
example, Government at present dues not know the cost of producing an economist.

Q.—My point is, your contention will not apply to education.
A.—T think it does apply.

The President. .—Would yon now turn to the guestion of water rates? Please

cee question No. 15, do you advocate the plan suggested in item 3 of the
-question

A, —If 1 may make a request to the Committee, T think it iz possible tha
the Committee may give me another opportunity to supplement what I am
saying now when they come to Patna. Some of the questions want detailed
examinatinn. This question of water rates, I think, is very complicated.

@Q.—You say that in raiyatwari areas when the irrigation is constantly pro-
vided the charge may conveniently be comsolidated with the land revenue.

Does not that give a large unearned increment to the landowmer in respect of
the selling of the land!?

A.—That seems to me to depend on the manner in which the rate is fixed.

Q.—Lf you are giving him half the return due to the water, are vom not

wcreasing the valpe of the land? Would yoo take a portion of this value
as » betierment tax?

4, ~It seems to me that the betterment tax might have certain disadvan-
tages as compared with the income-tax.

@.—Supposing vou take a pieca of land, which has largely increased in

value hecause it has got the advantages of irrigation. Would you not tax
the added value?

A.~—When a man gets a surplug due to irrigation it is possible to obtain
some portion by an income-tax. By means of a belterment tax, a larger share
may be gained. Therefore, if yom wish to secure a large portion of the

surplus a betterment tax wonld he more smitahle, On the other hand betterment
tax is likely to be less elastic tfan the income-tax.

Pr. Poremjpye. Q.—Thén in some cases there would not be income-tax at
A.—Yes

. 8ir Percy Thompaon, Q.—From an economic point of view, there is absolutely
“mo remson why you should not ccllect by way of water rate.

VOL. 1. B8
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4.—No. 1 see no objection. Bui I do not see how you can have a water-
rate that will yield a very large proportion of the surplus.

The Pregident. Q.—Assuming you cannot secure the consent of the raiyat to-
anything more than a moderate charge for water, what will you do? What
they may be willing to pay is something as contribution to the capital cost?

A.—That rather raises the guestion of the use to which yon are going to put
the proceeds of the tax.

@.—Is it permissible to pool the resources of the irrigation enterprises or-
should yon keep them entirely separate? s ter®

A.—1I4 is, T think, the right principle of finance in regard to irrigation works
to treat each as a separale enterprise and only to incur expenditure up to the

point at which it is balanced by income. But this principle cannot be applied to
the case of protective works where the loss on irrigation may be offset by the-

saving of expenditore on famine relief.
Q@—Yon would not consider the question of cost?

A.—] think we chould know whether we are gaining or losing.
Q.—Have you considered the question of & satisfactory substitute for the-
present artificial classification of protective works?

4.—-1 have not done so. ]
Q.—In the case of charges for water, should not the charge for the more

“valuable crops be at a» higher rate?

4. —It is important not to discourage the cultivator from growing the more
valuable crop. In so far as the difference in the rate is less than the differential*
gsin from the crop, this danger clearly does not arise.

The Maharajadhiraja Bahadur of Burdwen. Q.—Yon say that in the raiyatwari:
areas when the irrigation is constantly provided the charge may conveniently be
consolidated with the land revenme. Again that in Iﬂrmanently-settled areas the
water rate must be levied separately from the land revenue. Can yon tell me
what iz the practice in Bihar and Orissa at present?

A.—The method as far as I remember varies in Bihar. It is a separate
charge. The method of charge is not always uniform.
Q.—Does the chhrge vary according to the amount of water consumed ?

A.—That iz the principle,

Q.—If that is so, then you can only base it on the capital value in the case of”
a mew work of irrigation. But you cannot do so with a camal or a irrigation
channel that has been in existence for some years.

A4.—I do not think there is any difficulty in this.

Q.—If you introdnce that system in an old channel you will have to take the
amount that you have already collected as water .rates from the original cost.
If you want to recoup your capital outlay and charge that water rate with
the idea of recoupment, then you need not. This is your point, is it not?

A.—T agree.

Q.—Do you approve of the system of charging according to the varying:
quantities of water supplied?
" A.—T1 do mnot think I have condemned it.

0.—Whkat I mean is that you have condemned the system?

I take it that the system you have in mind is, for instance, that if a particular
kind of pelse is grown, a particular rate is charged. . Yon think whatever the
crop may be, the water rate should be charged on the amount of water consnmed.

A.—Undoubtedly, except that that omits two conditions of importance,
One is that different crops require different quantities of water. Therefore yon
may regard the crop as an index of the quantity of water consumed. To that
extent I agree. The other point is this. If youn fix water rates according to
the cost of water =mpply, then the surplus gain from the water becomes a

legitimate source of taxation.

v
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—If a raiyat does grow different kind of crops the amount that pays him
viﬂodepend op ,t;a water consumed. Therefore I say that it is wrong to charge
for diffesent kind of crops. Is it correct?

A.—Quite so.

The President. Q.—You say that the prevailing practice is to arrange revenune
demands so as to fall as far as possible upon the members of foreign States,
a consideration which is foremost in determining the expediency of levying export
duaties. :

Have you any saggestions to make rogarding articles of export that could be
monopolised like sh H ‘

4.—No.

@.—You say further down that where the monopoly revenne is paid by the
members of the taxing State it should be classed as a tax, even though the
charge is not compulsorily levied. Would yon do that even in the case of
the State performing a service?

A.—Yes. Becanse I think in the whole discussion of tax classification or
revenne classification, yon must have some ideal as the basis of your classification
of taxation. My ideal is the provision of service at cost price. If under a
modern individualistic econmomic system, certain individuals are able to charge
a monopoly price, that i8 recognized as an evil and the State aitempts to check
it. The State is ready to prevent monopoly and tax a monopoly where it can

If the State undertakes a service and levies » monopoly profit, why should then
the State refuse to call it a tax?

Sir Percy TAompson. Q.—-Would you say if that is equally trns in the case
where prices charged t:;v the Btate are less those which could be charged by
the private enterprize! -

4.—Whatever economies in production the State may achieve from its monopoly
should in an idesl condition be used to benefit consumers. It may be justifiable

tog:vy a tax npon particular consumers, but it should be frankly admitted to be
a X.

The President. Q.—Do you think in the case of State Railways, it is safe to
take the basis of profits every year, which may vary!?

A.—On that basis there may be large profits for one year and small profits

another year. Obviously you cannct judge from year to year, but must take for
series of years.

@.—Would you regard s normal dividend as eqnal to what the ordinary investor
geta out of a sound railway coocern?

A4.—You mean when private persons subseribe to the State?

I
Q.—What T mean is this. The one per cent which the Assembly has recently
voted was based on the belief that the ordmary retorn of a sound railway is
one per cent more than the return for Government paper. Therefore the
Assembly considers that they are entitled omt of their railway enterprize
the same return as the investor gets in Eongland. They think that when the
tailway yields a profit they are entitled to one per cent.

A ~Quite an unsound argument T think,

_Q—With regard to the question on Registration and Court-fees, if the fees
paid for the registration of documents do not pay for the service above the rate of

interest on ?Government. borrowing, do you regard that as & commercial serviee
or as a tax!?

A.ZTf the fees paid are not paid in
service, I would classify it as a tax.

respect of what you may call a direct

Q.—If the amount collected is less than sufficient to charges, i
there the element of tax? - : meet the » 18

4 —1 think I should classify the whole thing as a tax. Buot it ms
1 . ¥ not be
an adequate tax. In so far as the amount paid is not for an wutilit i
which the person voluntarily incurs, it is a tax, W or service

VOL. I. s 2
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Q.—You have got a regisiration office and in order (o get your titls
xegistered and the document entered in a voluma you pay a fee. It corresponds
t6 safe custody. Is there any element of tax in thai?!

4.—T think you are getting to a very fine point. Of course, all revenue may
be «aid to be collected in order to return a service of some kind. But whether
this service of registration is the kind of specific benefit which a person would
parchase supposing a State did not exist is doubiful and where you get
doubtful cases of this kind, it is better to classify them as tax.

@.—How is it doubtful? In England yom go to a solicitor for doing a similar
thing. The State relieves you of a charge which you would in any other country
have to pay. The State undertakes to do it for yon, and so long as it does not
malke a profit out of the amount you pwy, then does any question of tax arise!?

A.—It is slightly different for this reason that the necessity for the registra.
tion arises from some Government regulation. If Government passes a regulation
that a document has to be registered and ithat it may be done at a private
office and if the man goes to a private office, it is not a tax. In that case the
need for it arises from a Govertrment order. That comes under the head which
I hava classified as specific service which would not be enjoyed apart from the
compulsory action of Government., Where Government compels a man to do a
certain thing it is not voluntary and if it provides s means for performing that
action, then I think it ought to be classed as a tax.

) Q—Yon do not accept the definition of tax sas & compulsory payment for
which no specific return is received?

A.—That is a loose way of defining. After all that does not cover things like
monopoly profits, which I class as taxes. Yoa go and buy at a Government
.tobacco shop and pay twice the cost. I analyse that into tax and price.

Q.—Yor analyse the cost of the tobacco into price, which is the cost of the
service, glus the tax, which is the monopoly profit. Assuming that there is no
monopoly profit, there is no tax. .

A.—But then comes in the element of compulsion. If you pass an order
that you shall do such and such thing against your will and then yon provide
= means for complying with that order, then it is a tax.

Q.—You recognise it as a tax, even if there is a specific return for the whole
amount ¥

A.—Yes, if the consnmption of that service or mtility is mot volantary.

Dr. Parenjpye. @Q.—You speak of compulsion. There is also the convenience
of registration

A.—Certainly. I have already said that it is very difficult to distinguish when
you come to morginal cases of this kind. It is difficult to draw a line.

Q.—I only point out that registration gives him certain benefits.
A.—Yes, just like education.

@ —In England registration is not compuisory. We may distingnish
from the other man. On the other band, on all Iuture occasions it is much
simpler to have it on the register instead of merely having the title deed.
There may be the case of the man paying something mure to get his dotuments
registered privately. The other man.is probably paying less. Would you ray
that the element of compulsion in both the cases—the case where it is beneficial
to him and it is done cheaper and the other case in which it is expensive to have
to do it is such that the charge made as registration fee iz a tax?

A.—No. But I think we cannot distinguish these cases quite clearly. Again
I come back to what T have already said and say that éonnotatively it is easy
and denotatively it is difficult. I would regard ome as a fee for a commercial
servire and the other as a tax. :

Th: Piesident. Q.—-Iiave yoa reduced your definition of a tax to a formula?

4.—No. Tt is a little difficalt. I spent a good deal of time in trying to work
it out. The difficalty is that you are trying to combine a number of different
ideas-



261

@.—Now we come to the interesting discussion on land revenue. You say
‘“if the produce of land is largely marketied 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 caltivation. A part of the imepost will be transferred to consumers.”” In other
words, in this couniry the land revenve can be shifted?

A.—1 think so, under the circumetances.

The Maharajadhiraja Behadur of Burdwan. Q.—I do not go into the details
I take it that you would give us a formuls of what you call a tax. But the
general trend of your note on land vevemue is that you consider it to be a tax?

A4.—Yes. I class it as a tax. .
Q—Then do you think it is & heavy or light tax?

A.—It is difficult to answer a question like that in ome sentence but I
ahould say it is a light tex.

@.—What are your grounda?

4.~ think it is a very light tax in a majority of cases. Because when
you say that a tax is heavy or light it seems to me that you are asking how
much does it detract from the income which the man paying the tax would enjoy
in the absence of the tax. Now, in the absence of land revenne, as I hava
suggested, the person who in a ryotwari area actually pays the tax, that is
a cultivator, would pay at least an asqumivalent, under a regime of competition,
. to a land-holder. Therefore,” in effert, where the tax has heen in existence
for a long time, he does not pay anything at all; there is no detraction from the
income which he would enjoy, suppose hs did pot have the tax.

Q.—As regards the difierence between the ryotwari holder and the tenant in
the permanently-settied area, in the ryotwari area, whatever may be the percentage
that the tenant pays, it is a direct payment to the Government. In the case of
the permanently-settled tracts, it is very difficult to get at the real percentage.
Perhaps the zamindar pays very heavily so far as he is concerned. But if you take
into account what the tenure holder in the permanently-settled area pays to
the zamindar, you may say that it is not heavier than what the man pays in
the ryotwari tracts. In a case like that what is your suggestion with regard to
the man who pays comparatively lightly! How would you meet the inequality?

A.—The difficulty is that yon cannot distinguish between a man who has a
real surplus and the man who has invested the money. Yom have %ot. a man,
for instance, who has paid for the land some long time before. Yt will be a real
surplug to him. But you cannot go back mow. Yom cannot change the existing
methods, though you can tackle fotore cases.

8ir Percy Thompson. Q. —With regard to the illastration I have given, can
yon give any economic reason why a man making & profit of Re. 4,000 cut of a
tenure should not be taxed?

A.—None whatever, the only reason being that hitherto the public have had a
reasonable expectation that the income would not be taxed and they have invested
money on that assumption. If now you tarn round and say ' we will reverse our
policy and impose a heavy tax on this kind of income’', it seems to me you are
treating that man rather unjustly becamse you have encouraged a reasonable
expectation to the contrary.

Q.—Don’t you do that every time you raise any tax?!

4.—Therefore I say it stoald mot be done at once. You can start doing s
from now and go on gradaaily. Yon muost allow a reasonable time for the
adjostment of things. If you tax him lightly at present and give him s warning
that you are poing to increase the tax, I think it is justifiable,

- @.—Now I will make one or two assumptions. The first is that land revenue
is in every case less than the economic rent. T do not now go into the question
whether the State is the landlord or not or whether it ia a rent or tax. Then,
can such a payment be called a burdensome payment? You are s person baving
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wc land. I have got land and I make a payment which is less than the
<economic rent. Now can you say that as compared with the other man, I am

maki’ng a burdensome payment, when I make a payment less than the econmomic
rent?

A.—The answer is obviously, no. But the balance, efter paying the tax to
the Government may be so little as to leave the man no real surplus, That is,"
sappose you have gol a cultivator who bas a piece of land for which he pays a
tax or rent which is less than the economic rent. Now yonr ask, is that in any
sepse a burden on the individual?’ It may be a very real burdem indeed and
any enhancement of it may be an excessive burden.

. @.—Now suppose you have got a sma!l shop in Benares, say a guarter of the
size of this room; and it will be let for Rs. 500 a year. I go into that shop and
turo it into a cotton factory for which it will be guite unsuitable and I find it
very burdensomne to pay Rs. 500. But does it really make out a case?

A.—Therefore, my whole line of argument would be this : that to argue as
to the burdensomeness or otherwise of the land reverue from the effect on a
particular person in a particular situation is completely fallacions. I agree there,

Q@.—1 do not pretend to know much aboni the principles on which land.
vevenue is levied. But I understand it is levied by taking a certain percentage
of what is called the net assets, say 50 per cent of the net assets. The assets
-consist of the gross produce less the cost of production. Is this equivalent to
the remuneration for the cultivator's service plus the surplus?

A.—The net assets, 1 take them to be the gross produce minus the cost of
production including the cost of keeping the cultivator’s family at the atandard
-of life which corresponrds to that of the marginal cultivator. -

Q.—1I think it is only gross preduce leas cost of raising that produce.
A.—He nses hia labour, ’

Q~—Yes. He must pay his family & wage. He feeda his family which is
practically wages. .

A.—Yes. The cost of supporting the family at a rate determined by the
standard of living of the marginal cultivator should be taken inte account.

Q.—8o0 if you take 50 per cent of that yom are not trying to get at the
«economic rent, because you are taking 50 per cent of the surplus, whereas yon
can take the whole of that surplus leaving the cultivator’s profit. So that, the
land revenune collected must be below the econmomic rent. Now suppose it is
higher than the economic rent. Then surely one of two things must happen.
The land must go out of cultivation or the people must live on a lower margin
of subsistence. That being s0, wounld yon say that the system nnder which land
rovenne is assessed is right or wrong?

4. —First of all, I think that the system under which the land revenue i
assessed is nothing like so precise in the working. For instance, in deciding
rents in Bengal, there is no attempt to get at the net assets really., The reference
is to the prevailing rate and in other cases where as in the Central Provinces they
tried to assess according to net assets, the calculation of the cost of production is,
{ think, very defective. I have also written a few words on that aspect of ths
matter. I think that there is a great need to have a standardized practice. The
settlement work varies in the different provinees and io the different districts
of the same province. I know many szettlement officers and I have read several
settlement reporis and they have the vaguest ideas as to what should be included
in the cost of production. Sometimes they omit very important items and in
practice you get very varying resulis. In some cages the assessments have heea
mnch below the total economic rent and in other cases they are much higher.
Of course, they try to he on the margin of safety. It is a historical fact that the
land assessment has often driven lands out of celtivation. ’

The President. Q.—Can yon give any instances of that!
A.—The Pringle settlement in Bombay.
Q.—That was long ago.

A.—That is why I say that it is & historical fact. But probably in individual
cases you can find that to-day also, .
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Dr. Hyder. Q—We have also got the book, ** Forty Years’ Progress in the
"Madras Presidency,”’ written by Srivivasa Raghbava lyyengar,

The President.——That also takes us half a century back.

8ir Percy Thompson. (.—Assnming that all these calculations are maide
-correctly, is it still a wrong method to arrive at the land revenue!?

4.1 agree that you cannot at present get at the assessment of land revenue
without Laking into account the umit of cultivation.

The Fresident. (.—Where the land revenue is a heavy burden, is it becauss
of the uneconomic natore of the holding?

A.—Yes. It may not always be true that low assessmepts are for the benefit
of the cnltivator. It is said that higher rents sometimes compel a better type
of cultivation and that makes people more prosperous. Such statements are only
half-truths; but they are noi negligible. Higher rents tend sometimes to good
-cultivation and prosperity of the people.

Q.—Professor Jevons has defined the land revenue as a tax on rent.

A.—Broadly, T think that is correct. It seems to me that when you coma
down to econcmic facts it is hardly ever possible to pin ourself down to broad
statements like that without a certain amount of reservation. One point which
I would mention in this connection is that I do not think land revenue falls
-only necessarily on the surplus. That is a fundamental fallacy so many make
when they call land revenue a rent. That is the reason why I eall it a tax.

@.—In your note you say ‘ In the case of a long standing impost on surplus
income from land, as with a new impost on waste land, the principal fact of
-importance is that it prevenis a remt-receiving class from coming into exisience,
.and so far does not reduce income per head.’ ¥s it the long-standing impost
‘that prevents this?

A.—What I was thinking of is this. Supposs you have land with different
degrees of fertility already cultivated and developed. The rent-receiving class
will be in existence. ¥ou may impose a tax and drive them out. But they ara
in existence. If you had =n absorption of surplus by a public body for some
cousiderable period in the past, so far the people who might have lived on that
surplus do not exist.

@.—I1 thaught the implication was that the permanent settlement prevented
- rent-receiving class from coming inte existence,

4.—No. It is exactly the opposite. But the permanent seitlement merely
meant that Governwent refused to absorb the economic rent in the future or

o take any increments. It has to that extent emabled a rent-receiving class to
-come into existence. ’

~—In your er to the Conference, have referred to the land revenue
ben?g a coﬂ)merg?ts service. How is that’:m

A.—1 was merely thinking of the alternative between the land owned and
‘managed by the State and land which is privately owned snd mansged by
“landlords or farmers. To that extent the land is & commercial service and the
revenue representa the working expenses. Any balance that is left is the taxa
~tion.

Q.—If land revenue is a reat?

A4.—1It does not matter whether tﬁe profit from a commercial service is a rent.
You may have a Land Development Company and its profits are merely rents.

Q.—But it is a commercial service in case the State is the owner of the land?

A —Yes, It must have some conirol over the land. I shonld like o make
myself clear. When I protested against the controversy as to whether the Btate
ia the owner or not, I did not shut my eyes to the fact that the functions whick
‘it performs relative to its ownership are quite distinct in many cases from the
~functions performed by it as Sovereign.

@.—You have referred to the taxation on land values.

I.A.—I should prefer to deal with that subject ir detail whem you come to
tna.
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Qs. 1 to 8—] don't consider any useful purpose will be served by under-
taking an investigation on a large scale or legislating on the lines suggested in
question Na, 6. i there is any legislation or investigation required, it is in
regard io the methods of improvement of the production. The present statistics
are fairly reliable so far as they go, but there is no doubt that the area and the
yield are both capable of immense improvement and it is on these lines that I
strongly advocate the investigation as distinctly pointed ont in my lecture at
Simla, and in my book ** Agricaultural Problems of Inaia ' copy of which T have
already suppliel

€. 10.—Can best be answered by the Financial Commissioner. Bot I strongly
object to the land revenue being called a tax, becauss no tax can possibly be-
justified amounting to 50 and 65 per cent, as it is now levied on land. Jun all
the Government publications that I know, the land revenue is always called »
share of the production which Goverunent is entitled to take as super-landlord.

Q. 12.—The revenue from Forests is certainly misleading, as most of it is
derived from the sale of old trees, in which the Forest Department had po hand,
yet that department gets the credit of it.

Q. 13.—The system of decentralization should be largely introduced for inter-
provincial dealings of revenue. Every province should have full powerr of dealing
with its own revenues, giving any share to the Government of India, that may
be fized. 8o far, the province of Bengal enjoys the permanent settlement pro-
ducing revenue quite nadequate to meet expenses and the Government in the
past, have been taxing other provinces most unfairly for meeting their demanda
for carrying on the work of the Government, and the same remark applies to
frrigation works as the canals of Bengal are mostly being ron at a loss, and the -
Pun)ab canals are paying the deficit.

@e. 15 and 16.—In the Punjab where new lands are being brought under
irrigation, the assessment of land-reveune iz made on a fallacious principle. In
other words, the revenue is assessed on tte production of land while that produe-
tion is due to the water supply for which the water rate is separately paid, thus,
the demand of such heavy revenue is a fallacy in circle.

@ 17.—The result of all Tenancy Laws, to which may be added also, Law
o_f Pre-emption and Land Alienation Act, tends to retard the progress of produc-
tion, and 1 am strougly of opinion that the land is capable of yielding immense-
production if all thess retarding influences are taken away.
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Q. #1.—India is most unsmited for direct taxation. The majority of people-
are not educated, and I strongly recommend that such measures should be thought
of, which may bring mecessary revenue to the Government aud yet the people
may not feel the effect.

Q. #2.—Amongst direct tazes, the land revenue and the income-tax are the
most unpoptlar, especially tlie latter.

Q. 24.—Tax upon entertainment and one on railway tickets will be a good
source of indirect taxation,

Q. 26.—1 don't know what is meant by whole scheme of taxation. The main
squrce of taxation is land revense which I wholly condemn. T bave already
given two methods of dealing with it, one, the excise duty on the surplus by
charging at the railway station, and the second, by_ redemption by l‘and revenue:
at 3 per cent. I have submitted literature to explain both the principles.

Q. 268.—The tax should be indirect.

@. 31.—8uch taxes will be very difficult to realise and the cost of collection-
will be very heavy.

Q. 82.--Very objectionable.

Q. 3f{-—As it is not stated in the Annexurs ‘‘E,” whether the figures of
percentage in England are pre-War or after-War, therefore I can not answer this.
question.

Q. 28—The income of landlords derived from agriculture and sohject to
permanent settlements must be taxed. The income of such pessants-propristors
who till the land with their own hands, should be exempted. The net izcome
of landlords who do not till the land with their own hands and employ tenants
either on cash system or participation (Batfei) system, should be taxed, provided
their income is more than two thoumsand, but all this is subject to the condition
that the land revenue is abolished.

Q. 39.—The estimate given in this question seems to be mere guness, and
therefore I cannot give any definite opinlon.

¢. 40.—The limit of two thousand might be reduced to one thousand, pro-
vided the tax is levied more egnitably. !

§. 44.—My opinion is that all Government securities should be income-tax
free, as it will facilitate the further circulation of these papers in commercial
undertakings, a3 a man may not keep the security all through the year which:
wonld involve complication at the time of making statement of income.

@. 45.—I have alrendy stated that the tax free security shounld be encouraged.
Tn addition to the present system of the securities, I suggzest a method which will
further induce people to invest their savings in the Government security and
this method is, that instead of paying the income-tax half yearly, the totsl value
should be calculated at the rate of interest given on the security (compounded).
For instance, money will double itself at & per cemt, half yearly rest, com-
pound 'interest in little over 11 years, therefore it miecht be suewested that
the form of promissory note might be ‘‘Government of India promises to pay
douhle the value of this coupon after 12 years or eo, as the case may be." 'This
will lessen the work of the Finance Department and the Tax Deoartment. Tt will
encourage the people to invest the monev for the benefit of their children or-
expenditure of education and.marriage in » convenient form.

@ 47—I prefer assessment on the previous three years’ average so as to
minimise the trouble which people are put to in having to deal with the income-
tax officers every year.

Q. {8—The only article on which the direct faxation can be cbtained and
which touches all classes, is salt, and there will be no harm, notwithstanding,.
that there has been good deal of opposilion wn the Legislature, in regard to the
increase of this tax. The net additional butden on the poor is very small and’
the tax can be safely raised to Rs. 2, and the charze shounld be in the average
at every railway station, as 1 had advocated some time ago. The denatured salt
for cattle should ba devised, which will enhance Government revenue to anv
great extent. ’

Q. 49— see po objection in charging excise daty on seversl of the articles-
mentioned in this question.
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Q. 52.—1 accept the statement that it is most difficult to devise any other
-duty in general incidemce, less oppressive than salt tex.

Q. 59.—1 am in favour of action on those lines.

©Q. 81.—Tota] prohibition is not possible. In case of adoption of the policy
-of total prohibition, there wui be illicit distillation.

Q. 97.—It is perfectly correct that the prosperity of the cultivation is largely
affected by the land tax.

Q. 98.—T perfectly agree with the four canons of sound taxation advocated
by Adam Smith.

Q. 100.—The fracticnisation of holdings is a serious item and is likely to
cause a very great harm to the guestion of production. In this respect I draw

;lsae attention of the Committee to my lecture delivered at Simla in 1923, see pages
to 47. :

Q. 1091 agree entirely with the criticism on the octroi duty, and yet no
satisfactory form of tax for the local need has been devised. No objection io
the terminal tax but the octroi should be retained, only exempting the collection
on the small articles.

Q- 112.—The house tax and reat tax may be levied, but certain minimpm
limit should be laid down below which the tax shouid be exempted. In all
- cases the house occupied by vbe owner should not be tazed, -

8ir Ganga Ram gawe oral evidencs as Tellows : — -

The President. Q---Sir Ganga Ram, you are a practical agriculturist and
your speciality is land revenue!?

4.—Yes, Sir. .

¢-—Yoa don’t comsider any useful porpose will be served by undertaking
-an investigation on the lines suggested in our question No, 67

4.~ do not think eny nseful purpose will be served by any such investiga-

“tion. If any investigation is required, it is in regard to the methods of improve-
ment of production

@.—You perhaps agree with the statement made recenily by Mr. Baldwin
that the prosperity of a country depends om the pecple themselves rather than
-on the Government?

A.—Yes, Bat it Jdepends on how much increased effort people can put in
All depends on what brakes you put on their efforts. I consider that the pre-
- sent system of settlement of land revenus iz a great brake.

@.—Do you comsider the present statistics reliabla?

A.—Yes, they are fairly rellable.

Q.—What sort of investigation would you prefer? .

A.—It is in regard to the methods of improvement of agricultural productiom.

@.—You helieve that the produce can be immensely increased? )

A.—Yes, it can be immensely increased.

Q.—Have you read Professor Bickerton’s remarks! 1 will just read it for
you. He says “‘in New Zealand it has been proved by actual test on a large
farm, that a man by his own labour, us‘ng the hest appliances, produced enough
grain, meat and wool to feed and clothe fifty people. What was required in
India was that the people shovld have clear ecompmic viewa and clear ideals

and that they should be able to pnt those ideals into practical mse by taking
advantage of every scientific principle that is known '".

A.—~You will find in my book that I agree with the finding of the Irrigation
Commission Report Lhat .4 of an acre is qguite sufficient to produce enough
food and other necessaries for ome person,

Dr. Paranjpye. @Q.—Irrigated or non-irrigated? —
4.—I mean irrigated.
The President. Q.—What aboot the application of modern appliances?

'
i
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4.~—Tt is a mistake blindly to say that modern appliances are going to
4lo any good. They are to a great extent unsuited to this country.

¢.—Why, you have yourself made certain remarkable experiments with
modern methods of irrigation?

A.—Yes, only with modarn methnds of irtjgation, but not witk any appliances.
1 have always found our own appliances quite good enough for the present
porposes, There are lots of things which can be done, apar: from irrization,
for example, tha system of preserving bhwsa in silos. I have often drawn the
Agricultural Department’s attention to thess facts. At the time of famine,
reople sufier mot so much for want of food for themselves, but they suflar
because their cattle die for want of fond. When T say that the produce can
be enormously increased I have in my mind chiefly the system of rotation. The
agricultural  Department has not vet been ahle to solve this auestion. _At
present one thing that is mostly ignored is that by producing the same kind
of crop over and over again the land pets deteriorated to a very great extenmt.
We must find out what chemical properties the soil loses and what cl{em!pal
properties it gains by having a particular crop so that we can devise a scientific
rotation by which the soil may retain its fertility.

Dr. Paranjpye. Q.—Is it not fairly well known that if you plant pulses
allornately the fertility of the soil will be retained?

A.—Yes to a cortam extent, but I have seen generally people going on
planting the same crop such as wheat, the reason being that the rabi crops
require verv little wafer as compared with the kkarif crop. T therefors say
-that by jodicions and scientific methods of rotation, you can keep the fertility
-of the soil and get better yield.

The President. (.—We understand that you are entirely opposed to the
present system of land revenue?

A.—Yes, Sir,

) hQ-——At. the same iime you say in yonr pamphlet that the tasation is very
‘light ? :

4.—No douht it is very light, but it is wnevenly and ucfairly distributed.
Q—But you do rot call it an intolerable burden?

d.—Anyvhow it sericusly retards a man’s effort. 1 won’t speak of permnanent
settlement here as in our case we have not got permaneni settloment, bat
I kmow that when the periodical settlement is approaching, people beain to
get lazy and in fact they purposely leave off cultivation sc that they may
-show ]e»m:l average. This they begin to do four or five years before the settle-
‘ment is due.

Q. —That is one of yeur objections : would yon tell us the other objections?

A.—The other objections I have given in my book. Land Revenus often
weighs very heavily on the people and I have quoted Lord Curzon's resolution
«on revenue policy. ‘... nor can it be denied that upon the incidence of the
land revenus colection must the prosperity of thosa agricaltural classes in a
great measure depend’’. Tt is clear from the sbove that it affects the peor
more than it affects the rich.

@.—May I invite your attemtion to the quotation you have made regarding
the fluctuating assessment?! T think it exists in a few districts,
 A.—Yes, only in a very few districts; otherwise fluctuatior in land revemue
is not possible.

Q.—Again, you say the Government of Tundia have attempted the gross
produce staudard. Tt was the saogestion of Mr Datt, it was not the system
followed by the Government of India. .

. 4.—Land revenwe i3 based I think uvn gross produce of the lands. Thers
.18 no justification to charge 65 per cent on net assets, or one-fiftth the gross
produce.

Q.—But where?

A.—Why, it is so in some provinces, I think. 65 per cent in the United
Provinces and 50 per cent in t{he Punjab. :

Sir Percy TAompson. @ —Even that 50 per cent is mot on the groes
produce, but only on the net produce.
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A.—J think on the sbare of the landlord, but I understand it ia based om-
the assumption that the Government share is ome-fifth of the gross produce..
That is the assumption on which thé land revenue is bused.

The President. @ —It is Mr. Dutt »/ho is respomsible for it, bnt not the-
Government of India.

4.—Then it is only Mr. Duit’s adsumption.

Q.—In ths summary of the conclusion the Governmens of Indis say ‘“‘in areas
where the State takes the land revenuwe from the coltivators, the proposal to
fix the assessment at one-fifth of the gross produce would result in the imposition
of a greatly increased burden upon the people ™.

A.—T thought it was the Government of India’s assumption.

Q.—No, il was Mr. Dutt who said one-fifth. The Government have said
in the “Land Revenue Policy of the Incian Government” that *“‘Mr. Dutt,
when speaking for himself urges that, the impracticable rule of realising
ene-half the net produce or one-third the gross produce be abandoned, and the
rule of fixing one-fifth the gross produce as the marimum of remt be adopted’.
So you will see that if the Government of India were to adopt Mr. Dutt's
Froposal it weald be more, '

4,—Yes,

@.—Now, can yon say the reasons why a very large portion of the land
in left fallow?

4.—One is the fragmentation of holdings, which is responsible for lot of
land being left fallow. There are cases where the owner leaves his land because
the area is too small and goes elsewhere to earn his livelihood, and pays land
revenue still keeping possession of the land. There are thomsands of strips of
land lying fallow.

Dy, Paranjpye. Q.—Why!?

4.~1f a man has got a share, he simply keeps it jusi as a hereditary
memento.

Q- —Yon mean, for the pleasure of possessing it.

A.—Yes, I think yos have read Dr. Mann's article Hua said within 72
years of British rule holdings have dwindled down from something like 27
acres in the average t¢ half an acre or ome acre. This question of possessing
land has a very great significance in village society. The other day in the
Punjab a sweeper's wife was insulted by a peasant’s wife who said that the
former's husband did not possess any land and hence she had no status. In
the next auction the sweeper bought half a sguare of land equal to 14 acres for
Rs. 35,000 simply to meer the taunt of the peasant’s wife, - She said ‘‘mow that
I am a malik (the part-owner of the vil'age) vou should not talk to me again
m the same way as you did’’. In this way, the pride of the inhabitants of a
village makes them keep the land, and the land remains fallow a: the area.
is too small and they go to serve elsewhere *

The President. Q.—What do yon think of the policy of charging only when
the crop grows?

A.—That is what we call the fluctuating policy. That is a betier policy than
the policy of anticinating 20 or 30 years average, though it is not an ideal.

Q.—What do you call it; a forward or a backward policy?

) A.~T1 know in many cases a lob of corfuption takes place The =ettlement

reports are very defective as yoa do not tell the people how to increass their
groduce. You simply take the average. Bui if you take the settlement of
the whole district you will find the charze per acre very unevenly divided.
The settlement report should deal with defects in the yield, canses and cure.
In fact there should be a development chapier to conclnde the report.

¢.—T1hen you mean to suggest that the penalty is put on the poor cultivator.
That is quite contrary to the principles of setilement. Is it not?

A~—Yes.

*That is the reason why 1 advocate the French syaﬁm that is, that cne
plough land should not be partitioned.
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Q—You want to tax at railway stations on the surplus of gross produce.
“Would not that deter peaple from producing s surplus?

A.—It will make no difference. Every man wanis to get more. The tax
will not he felt by the people. Fluctnation in price is so great that it covers
it many times over. 1 tell yom a1 instance; cotton is grown and therg are
fluctuations in its price. Yom ao not know al the time of sowing what will be
the price of it when it is sold. It entirely depends on the foreign demand.
Every charge is calculated on the foreign rate minus all expenses.

Sir Percy Thompson. {.—Supposng it is calculated on the surplus, that is
to say, Government does take one-sixth, will it not be s aeterrent?

A1 have already said that this method is suicidal for those who produce
large quantities, but it is an ideal system for the poor.

The Maharajadhiraja Bahedur of Burdwan. @.—Just now you said that one
of your objections to the present system of settlement iz that four or five years
before settlement takes place, the people do not pay the same attention to their
cultivation in order tc prove that their rental or produce i3 not so much as the
Government think it to be. Apart from the remedy you have suggested by
abolishing land revenue, have you got any other remedy 1o suggest?

A.—1 have given vou two methods of dealing with it, onr, the excise duty
on tha surplus by charging at the rai'way clution, by which you are sure to pet
-donble the revenus which you at present get, (see statistica in my pamphlet),
and the second, by redemption of lard revenue at 30 years purchuse.

Q. —What I was going to say is this. You say that in the last four or five
years, the people become lazy for the set parpose, namely, to prove that the land
did not produce as much as the Government may thiuk it to have produced, so
that they be benefited therehy. What 1 want to ask you is, suppose land revenue

is not abolished, how woull you stop this? T take it that the actual producer
does not bring the crop for sale.

A4.—No, He brings it vo the *‘mandi’ tor sale. For instance wheat is being
sold for Rs. 4 delivered at station, and if you tax at the railway station eight

annas, the mandi rate will fall to Rs. 3-8-0 so that all the pecple living in the
vicinity will get the benefit of it.

@ —At the same time you wi'l get a bigger revenune?
A.—Absolately double the figure. 1 have already proved it in my book.

Q.—Very often this attack is made that the permanently-settled areas ara
very lichtly assessed. Just now you mentioned that 65 per cent is charged
in the United Provieces and 50 per cent in the Punjab, When you made that
statement you had in your mind assessment in temporarily-settled areas?

A.—Yes. ~

" Q.—Have you any idea what the average is in permanepily settled areas
in the United Provinces!?

A.-—I have no idea. I know in certain places, for inztance Benares, the
average output is much less than in the Punjab, yet the soi! admits of greatly
mcreased production,

¢.—Toes it not depend npon the soil?

* 4.—No. Cod has given Uniled Provinces good scil and good rainfall also.

The President. .—Then you say that soil in the United Proviaces is much
better than in the Punjab?

A4.—Far better.

The Maharajadhiraja Bakadur of Burdwin. Q.—Is it not a fact that rice is
more grown in the Ubited Provinces than wheat? What I was trying to get at
is why should they not grow wheat as you grow it in the Punjab?

A.—T do not kmow.

Q.—One more point. You just now mentioned to the President the result

-of survey and settlement and said that it is not worth the paper on which it is
written. What is your main objection?
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A.—My main objsctinn is that tho settlement officer cvrght to show to the
renple what developmen:s are necessary 1 a district and what develupments
are possible. The people are not sufficiently educated aboul the advantages of
rotation and improved methods of agricultnre. At present the settlement officer
never takes the trouble to investigate this side of the problem.

.—As you perhaps know, when you have ordinarily survey and settlement.
in % district, {I am only speaking from my experience of Bengal), generally
what happens is this; the tenant gets defined his plot of land, the landlord
knows the number of bighas of land occupied by his tenant, he gets the benefit
of settlement in this way. In the same way the tenant gets security and gets
h.s boundary put right. In Bangal the recent settlem=ots are criticised for
two reasons. First of all in certain areas the incidence of recoveries is very
hiavy. For that reason it becomes very expensive. Anoiner reason that the
thing i#s so prolonged that a great deal of irritation is kept up for many
‘years.

Just now you said ikat the Settlement Officers do not demonstrate to the-
people what profit they get out of their lands. Sc¢ far as I understand, the
survey and settlement department is wnot responsible for this, 1 think the
agricultural department is responsible for demonstrating to the people what a
particnlar field can produce, what particnlar crop and so on. The settlement
department is only meant to define the position of the landlord and the tenant.
May I know what other thing makes the survey and settlement nnpopular apart
from the fact you mentioned?

A.—I am quite aware that the function of the settlement is to define-
the claims of differeat parties. But I was referring to the produce guestion
when I said that the sattlement iz enpopular. My chief complaint is that the
‘getilement officers never even try to say in what way further development
1 possible.

Dr. Paranjpye. (.~-Ceming back io the guestion which Bir Percy Thompson
asked about the discovragement of puiting in labonr and capital if produce is.
taxed; suppose a man puts in Rs. 100 and as a result gets Rs. 300 additional
crop, you will say that Government shonid charge 50 rupees out of that addi-
t'onal- crop. If he puts in another humdred, that hundred may not bring 300
bnt it may probably bring less. Supposing it brings only 200, Government will.
charge on that one-sixth, that is 33, so that the net profit he will make will be
166. Supposing he puls in ancther hundred and that brinps 150, Government
will charge 25 rupees so that the net profit will be only 125 and puts another
£0) and profit is only 120, I mean the gross return, Government will charge
Rs, 250, so that the only Rs. 100 will remain with him. What do you say to this?

A.—Provided your hypothesis is correct i every case, I tell you that if youm.
put in a hundred rupees the benefit will not be only obtained by the immediata
crep, but it will go om giving further increase next year. The result wild
not be for one year only.

“ ¢.—I do not mind if the benefit is spread over five years?
4.—T am afraid this hypothesis will not hold good in rrodoce.
- Dr. Hyder. @Q.—Yoa say that the produce will be inlefinitely good?

A.—T1 cannot say that.

@.—Then?

A.—1 cannot exactly say the result of the produce for so many years to
come. We cannot foresee that. In the Punjab our best revenue officers counld”
not say that. For instance, Sir Denzil Ibbetson, then 'Mr. Ibbetson, fixed
40 rupees an acre, os the reserve price of colony land, whereas the land is
werth now-a-days a thousand rupees an acre. . He could not have foreseen

this result.
- @.—I think before irrigation?

A.—No, after irrigation.

Dr. Paranjpye. @Q.—There is a tendency to put less capital inio lands if the-
produce is charged. Is it not so?

A.—Anyhow the tendency is only .increasin% and not decreasing. With all,
onr education snd scientific developments, the land is sure o give more than

wkat you are getting now.
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Q. —Can this process go on indelinitely !
A.—1 cannot say that. All I can say is even our best Settlement Officers:
did not know that.

Lr, Hyder. Q—By a certain amount of money you raice a certain amoumk
of produce. Do you mean to say that if you double the amount, you will
get double the crop?

4.—1 do not know if it is right for me to give any answer on hypothetical
questions like this,

¢.—Your propesals wiil discourage further cultivation®

4.—~No, it cannot, )

Q.—We are not talking about the value of the produce; what I wish ta
suggest is whether you can double the produce by doubling the expenditarel

A.—There are hundreds of ways by which the money value can bs doubled.
It is not necessary that the wheat crop should be doubled, but I may grow
a more lucrative crop.

Q.—~If one man grows a lucrative crop, everybody may do that?

A.—That is why, when I say put in more capital and increase the produce,
I mean the increase of the value of the produce. The value of the producs
can be increased indefinitely, but that aleo is subject to limitation as I have
pointed out.

Dr. Paranjpye. Q.—You say only when the produce comes to the railway

station, it should be charged. Don’t you knmow that all produce does noi come.

to the railway station?

A.—Yes, but that is the easiest way db taxing without any cost, To tax a%
the railway station, oo expenditare need be incurred. Only you have to add
another column in the railway receipt as imperial charge.

@—In that way you will exempt all other people who do not bring their
produce to the railway station?

4.—But that will be a very small amount. I do not think it is so very
difficult . to find out the qunantity that does pot come to the railway
station, it can be thrashed out by experis. After all such quantity will be
negligible in the aggregate, and to the benefit of the residents of the locality
where the prodace occurs.

The Premident. @.—About your gross produce tax. How are you going to
deal with the produce when it is dealt with at the railway stations several times?

A.—1 am afraid T cannot answer this. My peint is that with least trouble,
you get double the revenue. The details can be worked out by an expert com-
mittee. My proposal is one of principle only. By the lowest computation you
will get more revenue.

Q.—Would you not get into great difficulties. Take rice, if it is shifted from
the districts of cultivation to other Qistricts? ’

A.—All that is a quesiion of calculation. Tf it pays the produecer to do
that, he will perhaps do it. I am not prepared to give you all the details
in such questions,

Q-—On page 7 of your lecture, you have given some figures about the guantity-

of seed required per acre. Might T kmow the origin of these figures?
4.—~From Government statistics.

@.—But 1 see it is verr much higher than some other calcnlatiops. Take
wheat, you say 24 seers, Dr. Balkrishna says 20 seers?

4.—24 seers is quite correct to allow for some bad grains whick will not
germinate.

@.—1 have just worked it out, 1t comes to 2 per cent; Professor Shah takes
it t0 be 2.7 per cent. Can you say the origin for these figures?

4.—1 am unable ‘o tell you now, Bir, but when you come to Lahore I may
be able to give you the figures,

Q@ —Then with regard to your proposal fox redeeming the iand reveuus, can.

you tell us the advantages of the schere!
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A.—It is s very important one. Sir. Some advantages I have given in my
book and some I have ngf giveu. One preat advantage from the Government
gide will be that you will draw the masses to your side. You will not be sub-
cted to the Swaraj lecturers saying that once you pget Swaraj you will get
vour lands free of tax. The second advantage is that theie is the lower class
of people who are tenants now, who hoard their money and they will not take
out that money except to buy up this pernicions land revenue. I would start
from the bottom. Do not give the benefit to the big landlords. I say that there
are poor people who are subject to more sufferings than the rich people. 8o
1 say start from the bottom. For instance, a map paying one rupee a year,
according to my recommendation, has to pay anly Rs. 30 to redeem his revenue.

Sir Percy Thompson. @.—Please refer to the table you have given in page
52 of your book. In order to he free irom land revenus for ever, I am going
.40 suggest an alternative, suppose he invests this Rs. 9,000 at 4 per cent!

A.—But does he invest it?

@-—He can do that.

A.—He can, but does he?

Q.—Would you put this Rs. 9,000...... ?

. A.—I personaily may not, but that is not the question That is why I said,
_start from the bowwom. After all it is a privilege which cannot be claimed by
anyone, it 15 an option with the Government, I say, first of all start from the
boitom, give the privilege to men paying Rs. 10 a year, or Rs. 20 a vear, and
earmark that money ior new canals and improvement of canals which will pay
you 15 or 20 or perhaps cven 50 per cent.

¢.—Would you pay Rs. 9,000 in redeeming land revenue?

A.—1 say, only try it. Try in one district. 1 guarantee yon can get crores
of rupees.

Dr. Paranjpye. (.—Would you attach any condition that the land should
be kept under cultivation? He has paid his money and after redemption he
might think that the laud is not sufficient and may not cultivate it at all?

A.—That is a wrong hypothesis. If he cultivates under this oppressive land
revenue system, why should he not do that under new corditions.

Sir Pearcy Thompson. @~~—You know there was a similar scheme prevalent
in England during the Napoleonic wars when the land tax was four shillings
in the pound and people were allowed to redeem under favourable conditions.
But this redemption scheme did not succeed?

A.—The circumstances are not analogous here. I have asked many people
in the Punjab and they are quite willing to readily take up the scheme.

Q.—Would you pay!?

4d.—Certainly I would, The other day I was induced by Sir Louis Dane,
Lieutenant-Governor, Punjab, to take on the contract sysiem some land in Ganga-
pur, comprising an area of 2,500 acres, and he asked me to go on improving
it as bhard as possible. He gave me & 20 years period. I agreed bul when it
came into the hands of the Financial Comumissioner, he reduced the period to five
years. May I say what they have done; after elahorate calculation they had
fixed the revenue as Rs. 4,000 and water raie at 5,000 rupees. From Rs. 8,000
it has been raised to Rs. 22,500 in five years. 1 did my best to improve the
land and this is the result. When this is the condition, T do not see there should
be any trouble in accepting my recommendation.

@¢-—You ask the Government to fix first of all the period of settlement at
thirty years, and make a uniform rule that after evers thirty vears there will
be a 25 per cent increase in the land revenue? But if a man were to put this
wm a Bank at 4 per cent, at the end of thirty years, perhaps he may get more
than the increased land revenue assessment.

A.—~No, Sir. My figures are not quite understood. I did not mean that
the man wonld pay 25 per cent -more at the epd of 25 vears, all I snid was
that the investment will admit of 25 per cent increase every 25 years. Please
examine my figures again. There is at present, no inceative for me to bring
my knowledge and science to bear on the production. Always the sword of
Damocles will be banging on me, At present the land revenme system is mot
-at all popular,
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Dr. Hyder. Q-—With regnrd to your scheme, are there any assamptiona
won which this table is based?

A.—None whatever.
Q.—Yon take the rate at 4 per cent?
A—~Yex.

@.—And you are looking over a period of 90 years? -Is ii not a vital assump-
tion you make thst the rate would be constant for 90 years!

4.—For the next 25 years, at any rate, I think the rate will never go down
and by that time you can afford to invest at 3 per cent. T only put it as a
hypothetical figure in order to show that I am treading on safe ground. But

you can earmark the amount for the improvement of canals and I can guarantee
a return of I5 per cent.

@.—Suppose the (iovornment earmark the money. You know that you camnot
increase indefinitely the area under caltivation. There is a certain Lmit to that.

A.—In the Punjab, =t any rate, I can assure you, the whole of the land
revenue can be spent in that way.

Dr. Paranjpye. @Q.—You think that in the Punjab you can invest the whole
of the land revenue on the purchase and improvement of the land?

‘A.—Yes, you can easily do it. The Indus Canal itself is going to cost some- -

thing like 20 crores of rupees. .
@.—How many such schemes can you have?

4.—S8everal such schemes. Natare’s bounties are so great in the Punjab that
you can spend any amouni of money there.

@Q.—If there was so much scope there, why has not the Government done
-anything so far?

A.—Perhaps Government has not got so much money.

@.—Till recently they could borrow at 4 per cent.

4.—No, they could not.

Dr. Hyder. @.—You admil , that this assumption of 4 per cent. is very
important ?

4.—Yes.

Q.~Secondly, you think that if all the land revenns were redeemed all this
sum can be remnvested?

4.—Yes.

@.—Will pot the problems of occnpancy rights, tensncy, ete., arise again?
A.—All these laws are only vacunm brakes to progress.

Dr. Paranjpye. Q. —What would you do with the permanent setilement in
Bengalk.’] You are again putting certain problems which may be very difficult
to tackle.

A4.—Personally speaking, I am against permanent settlement. There is no
secret abont it.

Q.—But similar problems would again arise after 100 years.

A.—No. By that time, y& will bring such a prosperity to the people that
there will be many other industries. *

The Maharajedhiraja Bohadur of Burdwan. .—Suppose yomr policy of
redemption were adopted I understand that you will begin from the bottom.
That is, you would first redeem people who have, say, one acre?

4.—-No. T will bagin first with people paying Rs. 10, then Rs. 20, then
Rs. 50 and so op.

Q.—What is going to happen to that land afterwards? N

4.—Covernment gets, insfead of land revenue, a lump sam. Government

will have no more conttol over that land, thongh the elaims as to inheritance,
participation in land, etc., will remain the same.

©.—That is where I am not quite clear. Suppose I happen to be the Gov-
-ernment and you possess 100 acres of land. You redeem: it. I divest myself
of the proprietary right. I am no longer the proprietor of that land, whereas
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¥You become proprietor. What is the gnarantes that yon and your family wilF
be the proprietor of the land always! What is the gunsrantee of its mot being-
sub-divided and its not passing into the handa of those whe are pon-agriculiurisis ™™

4.—The same guarantee as there is with respect to any other property. 1
do not know what diffeience there iz between landed property and any other
property. Buppose a man owni a house, he i3 the owner of that and he has
every right over it. .

¢.—I am asking what will be the resnit if the Government sells its pro--
prietary right.

A.—TI suppose you do not mean to say as one Goveinment officer once said.
He said “ in that case, if we go to the village nobody will salaam ws.”* I think-
that sort of control mighi go. Otherwise the control is always therg,

Q.—What I say is this. Suppose you and I make a iransaction. It is =

commercial transaction. I sell lyou the proprietary right. But thers may be
many difficulties in what you call redemption in cases where the sub-infeudation
is great. There may be three or four middlemen hetween the Goverament and:
tenant. In simple cases your scheme may apply as a gemeral proposition. It
may apply very well in the Pnnjab. Bat in other cases how will you meset
the difficulties?
. 4.—There may be some difficulties in the permanently-settled districts, say,
inz Bengal and I think those people slso will be wise in adopting this scheme-
and the great stigma which lies on their head will ba thereby removed for
ever, and Government revenue will steadily increass by 25 per cent. avery
25 years.

Dr. Paranjpye. Q.—Would yon have also the laws of alienation, tensncy,
etc., in operation aftnrwards? v

A.—I am not prepared to answer that now.

@—Would you have also income-tax imposed on profits of agriculture?

4.—I am not prepared to answer that.

Dr. Hyder. Q.—In answer to qnestion No, 17 you say that the produmction-
can be increased if some cf these restrictions are.removed?!

4.—Yes. For instance, my fenmant can buy land, whereas I cannot. ¥ belong-
to the non-agriculturist class.

@.—You can buy the land becanse you possess capital. But the other man-
does not possess capital. So the vital thing is the want of capital?

A4.—Yes, exactly. But how can you provide capital? Yon are, by the Land’
Alienation Act, turning agricultural people into bankers now. ‘

Q.—To the extent to which they have become bankers, they utilise the capital’
in the purchase and improvement of land?

4.—No, not on the improvement of land. They only want to increase the area..

Q. —Looking at the thing for a period of years, what do you think?
A.—All I can say is that the potentialities of land are now wasted absolutely.

The President. @.—With regard to water rates. In page 33 of your pamphlet
on the agricnltural problems, you refer to the Wroduction of the measured”
system. .

A.—Yes. It has been introduced in the Punjab. But it has not become
popular, the reascn being that they had to face the difficulty of dividing the
water amongst the tenaunts. That is the trouble and the question is now
being discussed on a co-operative basis. The Registrar of Co-operative Societies-
is asked to devise some means of distribeting water equmitably amongst the small
holders. In some parts the Chief Engineer has already offered to sell the water
at Rs. 3 per cusec and some people are iaking it. But the trouble again arises
in this way. For instance, I asked for 25 per cent more and they would not
give it. .

Q.—Is there any difficulty in measurement?

A4.—No, there is no diﬂ‘icultg. The meters have been devised now to measure-
up to one causec. The reason why it has not been extensively used is this, There
is difficalty in tbe division of water in one village consisting of several proprietors.
Suppose in one village a man is not entitled 10 a cusec’ s day. That is, they
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" give a cusec for 300 scres and if s man has got only 50 acres he is only
entitled to a smaller proportion. But you cannot sub-divide it.

Dr. Hyder. Q.—8ome people tried to have a proper formula and they
found’ that the system was not paying. Is it not s0? They wasted a lot of
water?

A4.~T do not want to criticise other people.

The President. @Q.—Do I understand that under the system it is not possible
for an agriculturist to say just how much water he is going to take and pay
for that?

A.—No. T am entitled to 2 cusecs in my village and I said that if they
wouald give me 2§ cusecs, I would take it. But they would not.

Q—They give a certain quantity of water to a tertain area of land and
the cultivator of that paiticalar ares cannot say, ‘I want more water’?

4.—No. They will not give it, becanse it affects other people.
¢.—So, it is not guite like the Jtalian system?

4.—No, Here it 15 limited by the desirs to economise. In fact, that desire
militates against production. They base their calculations of the canal on the
lowest supply of the rivar and a lot of water is wasted. Look at what happened
this year. There were floods. 1 bhave given in my book the methods of stop-
ping these floods. That is, raise the bund by, say, one foot. Now a lot aof
water is being wasted. If you only see that no land is left unploughed and
that it is ploughed once at least, then all the benefits of nature will go
into the sub-soil. There being no forests to absorb the water, floods oceur.
The water should be collected in the hills by bunds and other systems.

When you come wo Lahore, I will show you the new system of pumping
water. Many people think that they can get water from under-ground. That
may or may not happen. The sure source of water is rainfall. o have fonnd
by experience and by scientific calculations that we want 15 inches of raiufall
for evaporation and the sustenance of plant life and rest of the rain water
goes into the sub-soil and the reason why the canal irrigated area gets water-
logged is that the sub-soil water is not used. T will show you the demonstration
when you come to Lahore if due notice is given to me. I also invite the Com-
mittee to come to my village, Gangapur, where I can show some of the improve-
ments I have introduced. I draw the attention of the Committee to one or
two important things. For instance, there is a great deal of talk abont rural
sanitation.

@Q.—At page 48 of your pamphlet, yon suggest a formula.

A.—Yes. I am cursed by everyone for giving that. I am sorry for having
given it. All the revenue officers gquote my book. Even with one anna in the-
rupes, T think Government can get much,

©-—You think Government is entitled to take a commercial profit on the
water ? .

A.—Yes,

Dr. Hyder. Q.—In answer to question Nos, 15 and 16 yon say, “ in the
Punjab where new lands are being brought under irrigation, the assessment of
Iand revenue is made on a fallacious principle.’” You think that the GGovernment
charges the suma thing twice over?

4.—You are aware that thess colonies produced nothing 40 years ago. So
that this extra prodwcs now is entirely due to the water. Look at the way
I am trveated. In the case I have given the land revenu- has gone up from
Rs. 9,000 to Rs. 22,500 while water rate will be about Rs. 10,000. If you
gombive the two charges, I shall be too happy. Now you have it in two ways.
The first is the land revenve under which you get a lior's share of the produce
and the other is the value of water.

¢.—But sl] this extra produce is due to water?

4.—Yes, it is entirely due to water.

@.—Therefore, the Government being in the position of a capitalist can exact
all that extra produce and you can have no cause for complaint.

A4.—Then, where 13 land revenue? People are paying enormously sas water
rate pluz land revenue.

YOL. 1. T3
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. Q.—In the discussions in the Punjab I;egislative Conneal  the zamindar party
.said that the tax-payers who formed the lerge majority in the Punjab were
already paying the interest on this irrigation debt and that therefore there is
no reason for the Goverrment to charge them. Do you think that is sound?

4.—1 canmot say it is sound. Some of them already getting 100 per cent

The President. @Q.—You gave us an interesting tabls of water rates in the
different provinces. *

4.—Yes. In Bombay they charge Rs. 50 an acre for sugarcane crap. We
Pay from Rs. 15 to Rs. 20. In the United Provincas, 1 think if there was
water availsble for 3 months, the area under sugarcane will double itself.
‘The whole trouble is in March, April and May. If there is water in these
three months, God will take care of it afterwards and the sugarcane crop
will increase,

Q. —With regard to salt, you have made certain proposals. Would you mind
explaining them briedy?

d4.—1 give you the whole file of correspondence tiat passed between Sir

* Basil Blackeit and myseli. I see no reason why we should not sell salt at
every rallwax station at & fixed rate. 1 calculated roughly and I found that
we conld easily sell it at Rs. ‘5 while it now sells in some of the very poor
districts in the United Provinces at Rs. 7 or Rs. 8  On enquiry I learnt that the
profits of middlemen were very great. The Government duty plus railway
freight up to Simla came 1o Rs. 2-4.0 and it is selling there at Rs. 5. The
middleman takes Rs. 2-12-0. 1 will leave the whole file with the Committee and
the Committee, if it likes, may further examine me in Lahore.

@.—The difficalty is the cost of the staff involved.

. A.—~Yes. But all that can be calculated very nicely. Suppose a poor maw
lives somewhere about 60C miles from the salt mines. Why should he not get
it at the same rate as apny other man? I think it must be sold at a uniform
rate at every railway station. Then there will be no middleman’s profits.

@.—We tried a certain scheme in Madras in consultation with the railways
Bat we could not sell it n the railway statioms.

A.—The petty shop-keepers will buy it.

@.—But even then he gets profits.

4.—Buat not so much.

@.—The difficulty is that people won't go there and take the salt.

A.—T won’t venture to give any opinion on that point.

Q.—To turn to denaturation. You realise that there is very strict contro] im
France?

A.—These are all details which ought to be worked out.  There is also some
difficulty in finding salt for cattle. Perhaps if it is mixed with some other
article, it will be convenient. Some chemists have offered 1o try the experiment.
That question also may be examined.

Q.—Would you like 1o make further proposals about these points at Lahore?

4.—Yes.

Q.—With regard to excise, you say that total prohibition is impossible. Bat
already the Punjab Government have reduced the shops and they have raised
the taxation on spirit to Rs. 18 a proof gallon,

A.—Nobody is allowed to keep more than one hottle of Indian ligmor buot
they may keep any number of bottles of English liquor.

¢Q.—But is it nol possibla to prohibit that one bottle also!?

A.—Then they take to English liguor and English liquor is sold now at the
same price as the Indian liquor. I kmow iz the Punjab there was a large
of Cooper’s Brandy, the greater part of which is methylated spirit. I do nat
attach much value to ths gquestion of consumption. In Lahcre in a particzlae
place T know that in the famine year the shop got an immense sale. That
shows what the value of liquor is someiimes.

@ —What is your experience about illicit distillation?

A.—You cannot stop it. Whoever goes to find it ont will himself get intq
€that practice. .
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‘ Q.—Twenty years age it was mentioned in the Punjab Administration Report:
that more than half of the liquor consumed was illicit.

4.—71 cannot say anything about that. But I know that illicit distillatiom
doss occur. T canmot give the proportion.

@.—Yon are strongly opposed to anything of the mature of direct taxation?
A.—Yes.

Q.—What is your reason!

4.—The simple reason that people cannot bear it and there is such a hue
and ery over it. Nobody can feel the burden of indirect taxation. There is
the question of taxation at {he railway stations. I think that will never
discourage exports. The rates have nothing to do with the guestion of consump-
tion. They depend on the demand for the article.

Q.—You think that people will bear such taxation?
d.—Yes, Last year we sold cotlon at about Rs. 98. Now it is Rs. 45 or so0.
@.—Youn think it is impossible to intrcduée direct taxalior for local purposes?

A.—For local pucposes it may be all right, hecause there is no other way.
Let the octroi be charged on the railway freight, that is. added to the railway,
freight. The house tax will again give you some trouhls. The poor man who
owns a small house will find it very difficult to pay bouse tax. There are large
numbers of people whbo own small houses just enough for their shelter and
they make their living sometimes by begging in the stveets.

¢)—Yon think they will pay an octroi duly rather than a tax on the house.

A.~Yes, I think sz. But I may also say that I am ncy very competent tar
give you an answer to that. *

Dr. Hyder. Q.—What about t:x—eiempt- securities !

A.—I have already given you my suggestions. Yon will be able to issne
Government paper in a very convenient form which will induce people to
invest their money in Government paper. .

@ —That 'is one advartage of tax-exempt securities  Are there any dis-
advantages?

4.—I do not think there are any.

@—~—Thas under your scheme you will have in courss of time a class which
pays no tax. That means you increase the burden of the people who do not
invest in these securities. Therefore, if your suggestion is adopted, don’t you
think that there will be tiouble in course of time?

4.—1I am not quite prepared to answer that. But I may say this. I have-
already given you the formula and suppose Government undertakes to pay double
the amount after a certain period, then people will be willing to invest their
money for the benefit of their children, i.e., for their education, marriages, ete.

Note by $ir Ganga Ram on the Question ot Sali.

I find from the Adminisiration Report of the Balt Revenue Depariment, for
192223, that the pgross revenue of the Deptt. was Rs. 2,06,33,501, thiz in maunds
would be 20,633,501, divided by 1-25 equal to in round figures 17,000,000 maunds ;
divide this by 33 crores of hmman population, the consumption per head is -G53
of a maund, and if the cost of salt including Government duty, freight and
middlemen’s profit is Rs. 4 s maund, the cost per head would be annas 320
per head per annum. In my opinion this tax can stand easily doubling, i.e.,
the duty could be increased to Rs. 280 or at least Rs. 2, and in that case the:
cost per head will be a little less than 4 annas per head.

I bhad been looking for a long time for some recipe by which the salt could
ba made into a shape that will not be fit for human consumption and vet it
would be acceptable to cattle and horses. Happily I find the formuia "given
in the Annexure “ G " of the Questionnarie, page 3l. Buch salt required for
cattle food is technicaily called '* Denatured Salt”, and in that Annexure there
are four formulas. Of these fomr, the formula No, 1 seems hopeful and is
recommended by the Veterinary Department. It will be five parts salt and one
part oil-cake, all ground together. )
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1 consolted Col. Walker, Principal of the Veterinary College, and asked him
iwo guesiions ;—

* How much salt per diem is absolutaly necessary for keeping in gevod
health for (@) horses, (b) cattle? ) ¢
To this Col. Walker lias replied :—

‘““It is advisable to give horses and cattle salt to keep them in good
health. Horses, one onnce eack daily and cattla two ounces each (full
grown animals) ™.

The second guestion I put him was :—

“Does the deficiency of salt affect the milching qualities of cows and
sheep, If B0, to what exient could it be jucreased?

To this he gave the following reply :—

“In dietetic doses as above, the milk should be increased to some extent.
Toxic doses would be harmful.’’

Now I find from the Statistics issued by the Government of India (the latest
I have) for 1912.13, that in British Btates (see table, page 6) the number of cattle
are as follows :—

Bullocks and bulls .. e e ... 46,982,900
Cows .. ... 35,711,600
Baffaloes—male e e, 5,235400
Buffaloes—female ... 12,472,100

Total ... 100,402,000

Sheep and goats omitted. Roughly speaking say ter crores. Allowance should

be made on calves and young stock, therefore the item of cows and female

buffaloes may be divided by 2, in which case the figures will come to roughly

8 crores. The required quantity of salt at the rate of two ounces per day egaals
iﬁ"ag: = gs , or say half a maund per head, by calculating the quantity

x
8 crores of cattle into half a mannd mesus 4 crores maunds per annum, Then
allowing for waste, etc., the cantions figure will be, say 3 crores.

The horses and ponies in the British States are .—

Horses and ponies . T ... 1,564,700
Muoles S, 81,000
Donkeys . ‘an v - ... 1,363,800
Camela w  4456,100

Total e 3,445,600

nz say 34 lacs.

As the dose for horse is half the cattle, therefore, at } of a maund per head,
for 25 lakhs, it will be 6} lakhs maunds.

In Indisu States (see Vol. 1I, of Statistics of 191213, page 87) the. figures
are as followa :—

Ballocks A, o 3,924 387
Caws rer ... 4,287,839
Buffaloes—male .., . 263,901 .
Buffaloes—femala . .. 1,465 877
Tolal .. 9,900,000 (in :6und Agures).

e e —_
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Figures for young stock of cows and buffaloss are given separate in  the
“Btatistics, as 3,852,236, let this figure be halved, say 20 lakhs. Thus total number
wf cattle be put down at one crore 20 lakhs maunds, hence salt required will be
460 lakhs maunds,

The figures for horses, ponies and camels in the Indian States are as
follows :— -

Horses and ponies - . .. 169,336
Mules and donkeys e 170,053
Camels o - ... 52,708

Total .. 382187

Call it 4 lakhs. At § maund per head per annum is equal to one lakh maunds.
Recapitulating, the requirement of salt wonld be :—
British States.  Indisn States. ToTar.

«Cattle . . 8 crorea.' . 60 lakhs . 360 crores
Horses . e Glakhs , ., -l lakhs » 7 lakhs.

N Total .~ 43 crores

Say 4 crores. In other words, the least requirement of cattle and hLorses is
-4 crores maunds of salt.

Ii duty of 6 annas per maund was levied or a guarter the duty for human
-gonsumption, the additional revenue will be one and half crore rupees.

Sir Ganga Ram’s figures are for Northern ¥ndia only.

Appendiz 1].—The actual issue of salt for Northern India in 1922.23 was
13,603,230 maunds duty paid and 191,422 duty free.

Table 72 of Statistical Abstrnct.—For the whole of India in 1821.22 the
“balance of issues and imports over exports was 48,128,000 maunds. :

The population being 318,942,480 the consumption per head is ‘15 maund.
At Rs. 4 a maund this works out to 9-6 annas a head per annum.

8ir Ganga Ram was again examined on the 26th January 1925 at Lahore,

The Presideat. (.—You have made certain very interesting calenlations.

A.—~I made a mistake so far as the first part of my notes is concerned. I
-thought that the Administration Report was for the whols of India. So we
need not take the first part into consideration at all,

@.—You hase your proposals on one of the French arrsrgements. You adopt
.o formula for denaturing salt; but do yon realise that in France first of all
a certificate has to be got from the Municipal authorities’

A.—That is only with regard to manura.

Q. —No; for any denatured salt it is reguired.

4.—TI think that is only for manure. I have suggested that somas factories
might be cpened and 1o those factories salt dust and impure salt may be issued
:at lower rates. The salt department will be able to say that a certain quantity
of salt would be issued for the purpose.

Q.-—And you would leave it free when once it i3 out of the factory?

A,—Yes. It will noi be useful for human consumption. The factory will
sgrind the two articles together, i.e., 6 parts of salt and one part of the cake
.and issue the mixture in the form of powder.
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@.—Then sll that tho person has to do for making it fit for human consump—
ficn is to dissolve it i water, .
A.—Buot he cannot get any salt out of it

Q.—You konow how salt is made cut of salt earih.
A.—But in the salt earth you simply take away the salt from the earth.
Q.—If you disspive this mixture in water you can aeparate the salf.

A4.—1 think you cannnt get the salt if you dissolve it in water, But anyhow
I will myself try the experiment and let you know the result in a month. But
I don’t think it would be worth the trouble. The valne of the eake is lost.

Q.—The cake too wili be all right.

4.—But it won't be of any use. Unless perhaps it is done om a large scale,.
nobody will 1ake the tiouble and the dose is really very small.

Q.—On the coast of Madras at one time the peocple took the trouble of
boiling the sea water and getting the salt, and we nsed to prosecute a number
of people every month.

Dr. Paranjpye. (.—That is also my experience. Peaple take the earth after-
it is dried in the fields, dissolve it in water, strain it and use that water for
cooking purposes. '

A.—They are doing it in France and I do not see any reason why we shounld
not do it. I was also speaking with Col. Walker and he also agreed with me
that this was the only proper formnla. !f people kmow that it contains some
foreign material—a . hemical substance—they will not use it. They will say
that, it contains a poison. Ho what I suggest is & simple formula and people
will be willing to buy the powder. '

The Presidont, {.--In France you must first of all get a certificate from
the Municipality. Then you have to get the salt from a depit and have it
mixed under supervision and separately stocked so that an officer may come at
any time and see that you aré feeding your cows with it and not using it
for any other purpose.

4.—We can simpiy give a license to a factory to prepare this mixtare. The
factory will run mach:nery and prepare it. It will then put it in psckets
and sell it, R

@.—1 think it should be in the form of crystals.

A.—Tt is not necessary. You can give the powder to the catitle very com-
veniently every day. In the Punjab we use oil cake with fodder and call it
Guthavre. We mix it with any kind of fodder and it will be used.

@.—I1 am afraid that inctead of doubling the revenue, yon will halve it.

4. ~Why?

¢.—Because nobody would pay Ra. 140 for this when they can get the
salt for annas 6 ordinarily.

4.—1 den't think so.

Q.—How is it they eat less salt in the Punjab than elsewhere?

A.—I do not know that.

@.—The ration of salt for s prisoper in the Punjsb jail is 2/3rd of that-
in Bombay. . ‘

A.—1I did not know that.

Q.—Perhaps i1Fat is doe to the greater consumption of wheat here.

A.—That may be. ' .

¢.—Wae will be interested to hear the result of your experimenta,

A4.—~Yes. Col. Wailker also told me that my formula would increase the-
quantity of milk by at least 20 per cemt. I had been looking a long tima-
for such a formula ani I have now come upon it. I have high hopes of its
success. I will grind 1h: mixture in the proportion I bave mentioned and I~
wig1 als_ottry the expermment of dissolving it in water. I will also consalt
@ chemis
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22nd January 1925.
Delhi.

PRESENT :

Sir Cmaries Topsuntzr, K.C.8.1., I.C.8,, President.
Sir Bray Cuanp Maprss, G.C.LLE., K.C.8.1., L.O.M., Maharajadhirajv
Bahadur of Burdwan.

Sir Pzecy Tuomeson, K.BE.,, C.B."~
Dr. R. P, Paparieyr.
Dr. L. K. Hyoer, ML A,

Professor MULK RAJ KOHLI, M.A., Professor of Economics,
Mohindra College, Patiala, was examined.

Writien memerandum of Prof. Mufk Raj Keh¥.

1. Most of the existing statistics are untrustworthy as they are based on the
estimates of singularly ill-qualified persons. They are also Inadequate for the
purpose of estimating the wealth and income of the couniry as they do mnot take
account of the value created by large pumbers of peopls engaged in trapsport
and trade. How, for example, would the value of the labour and skill of the
carpenter, goldsmith, tailor, mason and blacksmith be adjudged? How would
the contribution to production of the middleman be estimated? And what about
the numerous class of people who perform services alone, whether those services.
be of an intellectnal or manual type? How would you evaluate home-ginning
and home-spinning which are quite common, at lesst in the Punjab?

2. Of the estimates given in Annexure B, I consider Nos. 2, 4, 6 and 8 as
the most trustworthy. If allowance is made for the rise of prices that has.
taken place since 1831 it would be apparent that the four estimates of income
referred to point to very nearly the same condition of things. I should say
positively that Nos. 3 and 5 are hopeless underestimates.

3. Yes, I agree; there are no corresponding figures to base the estimate on.

4. No. :

5. The task would be hopeless in an agricultural country like India. Y do-
not consider conditions for such a census ripe. The game is not at all worthk
the candle.

6. Y would advocate legislation in No. (1). Nos. (2) and (3} shonld be investi-
gated by honorary non-official agency. Regarding No. {3) I should like to point
out that the movement of rents may be in opposite directions in twe towns
within the same province. Rents may be rising quickly in Lahore, Lyallpur
and Rawalpindi, they may be falling in Multan, Hazro and Rahon and they may-
be stationary in Jagraon, Hoshiarpur and Karnal. All-India legislation would be
useless; local Governments may form mixed boards of enquiry as in the Punjab.
I would however like the Punjab Board of rural and urban enquiry to take in
more non-officiala,

7. They are helpful in so far as they aid the adjmstment of the burden of
taxation %;-om time to time.

8. Exact measuremnent of incidence is impossible; only a rough estimate is
possible and that is all that » legislator needs. Suth a rough estimats is
certainly possible on the basis of the intensive enquiries referred to. In taxzation
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the aim of the legislator should be to aveid palpable ineguity; he camnot even,
if he wills, hold the scales absclutely even. No Government has dome it, no
Government can do it. Pope said the last word on it in his oft-quoted
epigrammatic couplet. :

1 should however suggest two points im this connection. In the first place
the systems of taxation prevailing in the Indian States should be studied and
compared with the British Indian system. This comparative study has not only
<contemporary but historical value too for a moment’s consideration would show
that the existing systems of taxation in Indian States are largely the survivals
of pre-Britiah systems. The systems prevalent in some of the hill States of the
Punjab, and some of the out-of-the-way States of Rajputana and South India
would take us back even to the later Hindu period.

In the second place I should like to point out that the present system of taxa-
tion in British India like the systems in Indian States, though of course to a less
extent, is open to the serious charge that it has imposed comparatively littla
burden on the people earning say between Rs. 600—Rs. 10,000 per annum. This
is & pretty big class and 1 myself belong to it. If 1 were a political autocrat
I would transfer a good deal of the burden of the lower claszses on to this
<lass. I would rather incur the wrath of the politically-minded class which
mainly falls in this category than perpetrate an age-long injustice.

9. T should roughly divide them as follows :—

(a) Landless labourers; (b} Peity landowners like the small peasant-pro-
prietors of the Punjab; (¢) Low-type artisans like the potier, the
cobbler, the weaver, the poorer types of blacksmiths and carpenters;
(2) The higher type artisans like masons, better types of carpenters
and blacksmiths, goldsmiths, etc., the lower classes of clerks and
ordinary teachers also fall in this category; (e} The intellectual
middle class which may be subdivided into the lower and the higher;
(f) Landed magnates and the Napoleons of industry and finance.

* 13, Broadly speaking the effort should be to secure a commercial return. The
only exception I would make is the Post Odffice which should be run on the
principle of the ° bare return ’-for its indirect educative value is immense.

14. None except in the case of profits on coinage.
15. I should prefer the second one of charging a fair commercial profit.

The first is unjust as between the owners of canal-irrigated and well-irrigated
and non-irrigated lands, the third is complicated, the fourth is impracticable and
the fifth involves an element of uncertainty both fo the Btate and the landowner
and a good deal of ‘ intermediate oppression.’

On the whole it is certainly not more than adequate.

16. The State should appropriate at least Aalf the increase in value. This
T suggest as a compromise for, left to myself, I would appropriate the whole
becanse the owner contributes nothing to the increase. As for the method of
sharing the increase I would leave the choice.as between ‘a lump sum’ and
* & betterment tax ' to the owmer,

. 19. In some cases the levies should be treated as *commercial charges’® but
in others as in the cases of educational and medical cesses they shounld be
treated as ordinary taxes.

20. T. would treat the local bodies in the same way as 1 have treated the
<central body under 13 and 14.

2l. No, nome should be excluded in estimating tae burden apon the tax-
payer but much sympsthy should not be shown to classes that contribute largely
to excise and the luxuries tariff.

23. Generally speaking ‘I agree bnt it shonld be remembered that expenditurs
on smoking and drink very often reacts unfavourably on expenditure on the
necessities and comforts of life.

24. A tax on entertainments I would liken to a tax on smoking or on
moderate drinking but a tax on railway tickets is of an entirely different type.
U would really be a combined tax on business, religion, {itigation, social
«<ustoms, family connections, mobility of labour and a host of other things. As
such.I should very strongly condemn it.

25. No.
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26. ¥ shonld meke the following additions to Adam Smith's canons of taxa-
wtion :—

{a) The tax system should not be such as to seriansly discourage the growth
of capital in the country. .

(b} It should be elastic.

{c} * No tax should be levied, the character and extent of which offer, as
human nature is generally constituted, s greater inducement to the iax-
payer to evade than to pay.” )

{@) Repression. The following quotation from Prof. Carver will make ils
meaning clear. ‘‘In case there are undesirable businesses which the
Government does not csre to prohibit, or undesirable habits which the
Government doés not care to suppress, the repressive power of foxation
may be used. Men may then be made to pay for their folly to
avoid taxation. In extreme cases complete suppression is doubtless
better than mild repression; in milder cases, suck as luzurious com-
sumption, ostentatious dressing, etc., the mildly repressive effect of a
tax is desirable.”

#e} It must present itself as a system, and not as an aggregation of
independent and unrelated acis’.—Carver.

f) ** There must be harmony and balance between the central and loosl
Governments, between the local Governments themselves, and between
the several organizations of local Government ’.—Csrver,

{g) Its burden should be made to fall, as much as possible, on the rental
eloments of the different factors of production.

(A} The question of equity in taxation is inseparable from the question of
governmental expenditure. I should, for example, cease to look wupon
the land tax as burdensome if the rural population were to get 'in
return for it more education and better medical facilities.

27 and 28. Yen.

29. Either. 1 should prefer a direct tax but it is herdly practicsble at
spresent. :

0. No.

31 1 am strongly opposed to the first three but I may retain the fourth for
Tocal bodies.

2. More objectionable excepting possibly octroi.

33. Considering that India was not directly involved in the war and also
-tbat the rates given in Annexure E relate to the period affected by the war, I
should be inclined to view the rates for higher incomes as rather excessive,
[ should lower the tazable minimum and increase rates below £2,000. I wonld
‘however introduce the system of abatements.

34. No, it is not at all satisfactory. T should teke advantage of other schemes
but, tfrra'me my own with special referemce to the peculiar conditions of this
«country.

35, Yez, I would.
36. In Indis it is rather difficult but I shonld try it.
38. T am emphatically in favour of the removal of exemption.

40. T consider the present limit as decidedly higher than subsistence tevel.
"I shouvld lower it to abont Rs. 600.

N 41i2;I'he objection is undoubtedly true. No. (1} has been effective but nci
0. (2).

42. In view of the peneral illiteracy of the people 1 should not try it
tgen;ral]y. But I should be inclined to try it in the case of bigger landlords and
-traders.

43. The English practice would not only reduce frands but reduce petty
~official oppression too. In spite of difficulties I should very strongly recom-
mend its trial in India at least in selected areas.

4. T appreciate the difficnlties of Governments but I should put my foot.
-sternly on such incometax free securities.

45. Yes, T approve of the device of collecting the tax by a stamp daty.
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46. Not so far as Indian States are concerned in spite of the recent circular,
The statement of the income-tax officer in the Siate should be accepted as final-

48. Yes, 1 agree.

48, I shouid try tobacco.

50. Buch graduvation is practicable to some extent. I wonld for exam?:z-
make a distinction bhetween cloths of higher and lower comnis. I would a
tax motor cars and cyeles on the progressive principle.

51. Yes, I do accept it.

52. Ditto.

53. For normal times I do consider it a little too high.
55. Yes.

56. I shouldn't make salt normally dear to the poor Bengalee.

. 58. Though I am theoretically in favour of the proposal, I am sfraid it wonld'
in practice lead to favouritism in the Punjab. On the wbole I am averse to it.

60. I shuld consider it practicable so far as industries are concerned.
61. No.

62. T consider total prohibition for at least a decade as entirely out of the
qu];:stion. But if prohibition is decided on I am in favour of Dr. Mathai's
scheme.

63. While taking exception to such parts of the ststements as ‘‘the large:
consumption of which is not merely a presumption of the possession of super-
flaoys income” (Ird statement), 1 may say that on the whole I accept these-
statements.

64. It falls short of what I wonld approve.

66. Not much,

68. Yes.

71. Yes. In the United Provinces, for instance, where bhang is almost univer-
sally consumed I would like to get a big income by imposing a high rate. [
wouald tax peoplea’ folly.

72. It is not unsatisfactory where licenses are sold.

73. Yes. Moreover it gives rise to less corrnption and favouritism. ;

76. It possesses no special advantage.

78. It should cover a variety of articles in order to make the burden of

taxation more uniform. But if the latter purpose can be achisved with fower:
articles so much the better. But I doubt whether it is practicable.

80. Yes, on cotton goods of superior varieties snd on wooilen and silk goods.
generally. Motor—cars and cyeles, etc., also fall in the same category.

82, Cotton, especially in view of shortage in its production and increased
world-demand for it.

83. I would have ad valorem duties wherever possible.

87. I would prefer taxes on betting (racing), entertainments, motor-cycles-
and motor cars.
~ 89. 1 don’t accept Bentham’s position so far as civil justice is concerned,
I should however look upon the cost principle as the limiting principle. The
charge should never exceed the cost of rendering the service.

90. No, I don't. In many cases transfer furnishes an excellent occasion for
taxing ability, To my mind it does not impede business.

95. T should prefer to see a more general extension of the tax.

9. The Indian land revenue undoubtedly comes out of what we economists
call ¢ Economic or Pore Rent ." I can say this positively of the Punjab and the
- United Provinces and what is true of these provinces is most probably true of
other provinces. I could prove to the hilt that even in the worst lands under the
ryotwari system the land revenue comes out of Pure Rent. I should
characterise it as a faz on renf, As such it is an ideal tax but unfortunately
on account of the great pressure of population on the soil a large part of the
tax comes from a class of hopelessly poor people. If there were alternative
.avocations open to the agricultural classes I would be the last man to advocate
any diminotion of this tax, It is an old tax and is one that fafls on wvelue



285

’

that Society as a whole creater and as such is singularly fitted for India and is
tharoughly in accordance with modern economic thought. The difficulty of the
small owner can be solved by bringing the taxable minimum in the case of
ineome tax to Rs. 600 and treating agricuitural incomes like other incomes with
this difference that they should be taxed at a higher than earned incomes. The
unearned increase in the value of land that would take place as a result of
the foregoing proposal should be appropristed by the State to the extent of
50 per cent. as suggested in reply to question No. 16, and this should be
constituted into a special fund earmarked for agricultural development and
improvement of rural educaticn and sanitation.

97. It is affected not largely but considerably in the case of poorer classes
-of cultivators. The chief causes that affect it are (i} usorions rates of interest,
(i3} litigation, (iil) ruinous expenditure on marriage, fumerals, ete., (iv) drink
and last but not least excessive pressure of population on land.

08. The land revenue assessment doe: not ignore ‘ the ability to pay ' of the
snbject except in the case of small caltivalors. The enjoyers of wunearned
increment are cbviously the people best fitted to pay.

That the assessmen