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PART V.-
PROCEEDING OF THE COUNCIL OF THE GOVERNOR GENERAL OF INDIA.

Abstract of the Proceedings of the C’ozmcnz'l of the Governor General of India,.

assembled for the purpose of making Laws and Regulations under the
provisions of the Act of Parliament 24 § 25 Vic., cap. 67.

The Council met at Government House on Wednesday, the 17th April 1872.
PRESENT:

His Excellency the Viceroy and Governor GENERAL oF Inp1a, K.T., presiding.
His Honour the Licutexant Governor oF BENGAL.

His Excellency the Commander-in-Chief, G.C.B., G.C.S.I. |
The Honourable Jou~n StracHEY.

The Honourable Sir Ricuarp Temere, K.C.S.I.

The Honourable J. Firzsames Sterney, Q.C.

The Honourable B. H. ELLis.

Major-General the Honourable H. W. Normax, C.B.

The Honourable J. F. D. Incris.

The Honourable W. Rosinsox, C.S.I.

The Honourable F. S. Ciapsan.

The Honourable R. Stewart,

The Honourable J. R. BuLLEN Syurh.

INCOME-TAX BILL.

The Honourable S1r Ricusrp IEnpLe presented the report of the Select Gommittee on

the Bill for imposing Duties on Income.

He also applied to His Excellency the President to suspend the Rules for the Conduct

of Business; and, on the suspension of the Rules, moved that the report be taken into consi-
deration. He said that perhaps he could not do better than to read out the report of the
(‘ommittee, which ran thus :(—
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“ A difference of opinion exists amongst the members of the Commiittee as to the
propriety of re-imposing the income-tax in any form. Accordingly, we express no opinion |
upon this subject, but confine ourselves to the details of the measure, assuming that a

“ majority of the Council decide that it ought to be passed. We think that if thisis done,
the best course is that adopted in the Bill, namely, to re-enact Act XIL. of 1871, with
the verbal alterations necessary to adapt it to the present year, and to exempt from its
operation incomes below one thousand rupees per annunt.

We have added a clause to section 22 by which persons who were, under Part V. of
Act X11. of 1871, assessed on incomes of one thousand rupees and upwards, will continue
to be assessed at the amount which they paid under that Act; such persons will, how-
ever, be able to apply for reduction or cuncelment of their assessment.

If this recommendation be adopted, the inconvenience of a re-assessment will, in a
large number of instances, be avoided.”

He had now to ask that the report be taken into consideration. Regarding the general
merits of the question before the Council, he had in his recent Exposition of the Budget
Estimate said all that he had to say. Therefore he would not now say anything on that sub-
ject.  Whether or not he should say anything would depend upon what fell from his honour-
able colleagues. If there should be a general concurrence of opinion in favour of the Bill,
he should not trouble the Council with any remarks; but if thereshould be made in the course
of the debate any observations'which seemed to call for reply, he hoped he should be prepared
to offer such explanations as might be necessary.

The Honourable Mr, BuLLeny Smirn said—¢ My Lord, although I adhere to the views i
have previously expressed in this room when other Income-tax Bills have been brought for-
ward, it is not my intention to offer any oppusition to the measure now before the Clouncil.
Had it been proposed, as has hitherto been the case, on the plea of absolute financial necessity,
1 would, on the figures contained in the budget statement, have challenged any such assertion ;
but the Council has been distinctly told by your. Excellency aund by other members
of the Executive Government that this budget is not to be considercidl on its merits,
but to belooked upon as provisional, owing' to ‘the peculiar. conditions under whick
the Government of India is being carried on. After such a declaration I do not
think it my duty—indeed, I should  hardly consider it consistent with the respect due
to your Lordship as the present licad of that Government —to propose any substantive
amendment upon the consideration of the Bill now before the Council.  This Bill contains
1wo modifications upon its predecessor—one raising the limit of exempted incomes to
Rs. 1,000, thereby carrying out the proposition made last year by our honourable colleague,
Mr. Cowie, with how muelr’reason and moderation the ficures now Dbefore us show. The
second modification to which I have alluded is that iutroduced by the Committee, in

-accordance with which payment of the tax will be accepted from all who so desive, on the
basis of lust year’s assessment, without further inquiry or trouble. This, my Lord, I consider
emphatically’ a move in the right direction. 1 believe that by it friction, extortion, and
opportunities for evil in the working of the tax, will be diminished ; and-1 believe that it will
be thankfully accepted in this light by the district ofiicers. It is of course a concession pure
and simple on the part of Government, but a concession which I believe will not cost them
much financially, while in other respects it will well repay them. 1 am heartily glad that
Govermment las seen its way to these two important modifications of the Bill lately expired,
and I freely admit that thus modified the income-tax comes before the Conneil in a much less
objectionable form than previously. I consider, however, that the annual introduction of au
income-tax measure is a great and almost an uumitigated evil, tending.much to keep alive
and foster the large amount of bad feeling which the tax has undoubtedly provoked, and
forbidding that finality and certainty as to what they have to pay which, [ believe, the
people of this country greatly desire. In this scuse, therefore, and without in any
way committing myself to au opinion or course, 1 do join with wmy honourable

~ colleague, Mr. Ellis, in hoping that if the subject of an income-tax is again brought
* forward, it will be 1in the form of total abolition or retention, I do not say per-
~manently, but at least for a term of years at a fixed rate aud on continuing assess-
ments at the option of the assessees. "1 have always admitted that there were pros
and cons in this matter— that there is something to be said in favour of a light tax with a
liberal figure of exempted incomes. [ know that some honourable members Lold that there
are laxge classes who benefit much by ouv rule, but who caunot otherwise be made (o pay
anything like a fair quota to the State.  Some hold thut there areother interests calling more
urgently for relief, while my honourable friend Mr. Robinson, holds strong views as bto the
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entire cxemption of certain classes, whatever the amount of their incomes. All these views
form fair ground for inquiry and consideration ; but whatever may be the result, I utterly
deprecate the continuance of this tax asa varying budget-adjuster, as we have been lately
accustomed to see it used. Whatever may be said upon direct taxation, that at least ought
not to be its character in this country. 1 need not say how covdially I join His Hounour the
Lieutenant-Governor in hoping that if this income-tax is agaiu brought forward, it may be
at an catlier period of the Calcutta session of the Council. I shall rejoice if the Govern-
ment find themselves, as the current yearadvances, ableto give up this income-tax altogether;
and 1 am disposed to cousider Government morally pledged to abandon it, when the plea of
urgent financial necessity can no longer be urged in its behalf; but, if not, then letit come
forward sufficiently early to have bestowed upon it the matare examination and consideration
to which the importance of the subject entitles it, but which tlhie Council have never the
opportunity of giving, when the Bill is, as on the present occasion, moved for, introduced,
considered, and passed, within the limited period of ten days. Turuing for a few minutes
from the consideration of the Bill immediately before the Council to the budget statement, or:
exposition, of whicl it is the practical result, and is primarily arrested by the enormous figure
‘of the cash balances, about which we have read and heard so much during the last ten days.
The honourable member regards them, when standing at24} millions, as satisfactorily high, but
not too high, although elsewhere the figure is spoken of as one at which they ought not to con-
tinue. Lo the outer world they appearextravagantly and wastefully high. The honourable
member apparently considers his overflowing treasury the crowning glory of his finance, while
to other minds it forms the chief reproach of the budget—the portion of it, ahove all others,
of which the least can be said in the way of approval. I have spoken elsewhere of the un-
fortunate character of the honourable gentleman’s estimates, and this is strikingly illustrated
the matter of these cash balances. 7That of 1870-71, which was estimated at 10§, becomes 16
millions ; and that of 1871-72, estimated at 17}, issues in 241, or somewhat more than double
what Mr. Massey six years ago estimated was ample to carry on the service of the country, the
tendency being to decrease.. By way of apology,apparently, for these enormous diderences,
the hounourable member tells us that they result from the adjustment of a vastaccount ; but un-
fortunately the errors are vast, even beyond the vastness of the account, being to the extent of 50
percent.in the one case, and 40 per cent. in the other. It is impossible that discrepanciessuch
as these can escape unfavonrable notice, and the honourable member can hardly complain if his
estimates generally are regarded with disfavour, aud his declavation that without this income-
tax the receipts of the year are likely to fall short of the espenditure considered as a mere
opinion, not a fact. The public kuow that 44 millions of this money are the bond fide surplus
of the last two years, and they naturally refuse to believe that: halt_a million of income-tax
cannot be done without, and that 6} lakhs of rupees is the utmost relief this bursting treasury
saan afford.  The honourable gentleman’s capacity is well known aud famous for writing re-
ports ;but I confess that [ have not been able to find in his exposition any sutisfactory nccount of
these cash balances, or rather why they have been kept at this enormous figure. It can scarce-
Iy have been necessary, in view of the five-per-cent. conversion, which operation would then be
to my mind, dear at the price: and it is curions that while 24} millions is now cousidered not
100 high, the estimated amount of seven millions less was announced this time last year
without any misgiving. In reading over the part of the exposition relating to these cash-
balances, it strikes me that the honourable gentleman is himself not quite comfortable
regar liny them —that he recognizes the fact that a country, the revenue account of whicl
can, by his own account, barely be squared, has no right to have an accumulation cqualling:
nearly half its entire income.  Allusion is made to a full treasury and high State credit, but
1 find nothing in this exposition to shake my opinion that with a much smaller cash-balance
thie State credit would have been quite as assured, aud the service of the country have been
quite as efficiently carried on.  Accept this view, aud we find in these enormous balances no
real source of satisfaction, but on the contrary, an indication of unreliable estimates and bad
finance. Closely allied to the eash-balances, is the subject of loans, and under this head the
exposition puts before us another peculiar financial feature.  With more money here than
could be employed or was required, we have actually during the past year been adding to
our loan.liabilities in England. We are told that although the Secretary of State had un-
nouuced his intention of borrowing 2% millions, he has actually only borrowed [4; but the
question arises naturally, why has anything been borrowed atall?  The honourable gentleman
puts in his exposition an apologetic sentence about * times and seasons for I)orr()\\'iug" whiecly
have doubtless been well considered ; but I scarcely think he can be in earnest when he asks
us to accept this as a reason for late loans.  ‘That must be a cheap money market indeed whi

: : 5 ; 5 ich
offers inducement to raise loans for which there is no need, present or nearly prospective, and
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I confess 1 have never known the money-market in that delightful condition for borrowers,
which would iudeed indicate a rate of interest hardly more than nominal. Take for instance
this new loan of 14 million, which was not needed for the past year, and is not likely to be
wanted for the present, but may ¢ome into use in 1873-74. The rate of interest payable is not
mentioned, but if we put any saving under this head by this happy choice of time and season
on one side, and on the uther the saving of no interest at-all for two years, I apprehend the
calculation will show a transaction mot very profitable to the State. When last year the
honourable member stated boldly that the Secretary of State had intimated his “intention. of
borrowing 24 millions, 1 put to the honourable member the question, whether such loans are
contracted under requisition from the Government of India and with their consent—a ques-
tion, I think, clearly within the province of any Member of this Council, whex_l he is asked to
give his consent to new taxation. That question, with Your Lordship’s permission, I would
to-day repeat, although I fear the reply, if any is vouchsafed, can be but in one sense, as I
cannot conceive it possible that this Government can have asked for any addition to our loan
liubilities during the past year. In this view I desire to renew my protest against this system
of quiet borrowing at Home, and to repeat what I said last year as to the vital importance of
Indian Finance having ouly one head, and. that head here. In the records of the Parlia-
mentary-Committee now sitting we find no lack of reference to requisitions from India, when
expenditure has to be explained or vindicated. Let the same rule apply to matters financial ;
-let the Secretary of State be in this, as in other respects, practically. the Agent of the Goveyn-
ment of India, with whom rests the real respousibility. - As matters now are, it appears that
the financial plans of that Government ave liable'at any time to derangement, and the loan
liabilities and other expenditure of the country to increase, at the discretion of an absent and
irresponsible authority, subject only to such control as is at present exercised by Parliament,
the value of which we have uot as yet had' much cause to appreciate; = In conclusion, my Lord,
1 wish to say a single senience as to the conversion of the five per cent. loan alluded
to in the budget exposition. We are told that the stock-holders were offered the option
of transferring their holdings to a new. 4% per cent. loan.  Theoretically all certainly
had this option given them, but practically it was denied -to many, the Financial
Department having attached to the option conditions which put it absolutely beyond the
reach of many. These conditions were. forcign to all previous practice: of the Government,
and foreign to ordinavy business custom, and'therefore such as the stock-holders had no
reason to expect or prepare for. A simple alternative measure, which could not have affected
in the smallest degree the success of the conversion scheme, nor imperilled a rupee of Govern-
ment money, was proposed to the department of which the honourable member is the head, but
at once rejected. 1 do not say that bare justice was not done—far from it—but I hold that
in matters such as these the Government should exercise the utmost liberality consistent with
the interests of the Stute; and I exceedingly regret the harsh line adopted by the Financial
Department on the occasion in question.”

The Honourable Mr. Stewant said :— My Lord,—1 do not intend to occupy the time
of-the Council by any endeavourto follow the Honourable Finance Member through the mass
of statements and figures contained in his Budget; T shall rather select for remark a few
points which seem to me important, both in themselves and in relation to the policy with
which they are connected.  And first 1 would acknowledge the clearness and ex])licit;‘less of
the Honourable Member’s exposition—an exposition which deals with certain facts which I
cannot regard as altogether satisfactory, and asserts certain conclusions in which T cannot
but whiclu is, on the whole, very plain und intelligible. I agree with Sir Richard Tem ple
in his remarks regarding what he has termed *¢ windfalls,”” both in regard to the lichtin which
they should be regarded, and the wauner in which they should be treated. 1 see 1o objection
“to their being included in the general revenue se long as they are clearly entered in the
accounts, and Dbrought to ugiice in dealing with the financial position ; on the contrary,
I see some advantage in this course, for, if these items are dealt with separately and
exceptionally, we must expect that certain items of expenditure will also be dealt with
exceptionally, and this [ think would be to admit a dangerous principle, and one which under
pressure might lead us further than could be justified or forescen. * My Lord, not the least
striking fact of the accounts before us appears to be the Jarge and uuexpeeted surplus disclosed
alike in 1870-71 and in the year Jjust closed—a surplus amounting to 1% million in the

former, and 23 l.nillious in the latter against a Budget Estimate of a surplus of £200,000 and
£9§,000 1'espectlyely. j No“:, there is liere a very wide divergence between the calculations on
which the financial policy of the past two years was based, and the figures which represent the
actual or regular estimated receipts of these years, and I am not prepared to accept as an

agree,
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altogether satisfactory explanation of this extreme divergence the variations in the Opium
receipts and the other incidents which the honourable member has offered as its justification.
I fully admit that Opium, as it is a very large, so it is also an extremely speculative consti-
tuent in the receipts, and one which it is probably impossible to forecast with exactness; but
I think it is almost as unwise to err on the side of too great caution as of too little ; and, when
I reflect that during the five years ending with 1871-72 the receipts from Bengal Opium have
been under-estimated four times, and that not by small amounts but by sums varying from
half a million'to a million and a quarter per annum, and averaging, 1 think, about £850,000,
and that they have only once been over-estimated by an amount of £330,000, I think I may
fairly conclude that the error of our finance in this matter has been not an over sanguine but
an unnccessarily gloomy measurement of prospects. I will not deny to the Administration
and to the Finance Department the credit of those reductions in expenditure which they claim,
and which have doubtless contributed to the surplus of the last two years; on the contrary, 1
would acknowledge these reductions, and express my carnest hope and full belief that the
Government will not halt in their anxious endeavours to reduce expenditure still further where
that may be practicable. What [ do say is, that I think these reductions should have been
more clearly foreseen and more generously allowed for. In estimating the financial position
for the present year, I think that this error of over-caution is again visible. I cannot think
that an estimate of Rs. 1,200 for Opium is sufficient in view of existing values, of the quantity *
to be disposed of, and of prospects generally. I see nothing in the prospect before us to
render it necessary to base the estimate on so heavy a decline from present currency ; indeed,
looking at the matter broadly, and at the same time cautiously, and making cvery reasonable
allowance for contingencies, I think that the estimate of the year might fairly have been
taken at at least Rs. 1,250, and even that I should consider low. To my mind there is
something re-assuring in the opinion expressed by H. M.’s Consul at Hankow, in the report
lately published in the Gazelte of India, that the consumption of Indian Opium is not likely
to be seriously affected by any increase in the growth of the indigenous drug, the consumption
of the two descriptions resting on the tastes and requirements of entirely different classes of
the Chinese people. I think that inasmuch as the average sale-price of Bengal Opium daring
the last five years has been Rs. 1,284 per chest, and inasmuch as there seems to be nothing
to warrant the expectation ofany very sudden or extraordinary fall, Rs. 1,200 is too low, not
as the honourable member puts it, ‘a safe and moderate estimate.” I think that, judging by
the past, we may at least be satisfied that the ecstimates of receipts for the current year are
not overstated, and that the estimates of expenditure are not under-stated in the matter of
Opium. I have said that I think the receipts are under-estimated, and, on the whole, I am
prepared to anticipate that the result of the honourable member’s proposals, if they are accepted,
will be another year of surplus. And this brings me to the subject immediately before the
Council—the revival of the income-tax. My Lord, [ shall not vote lightly in the matter, but
I must vote agaiust this proposal. I am of those who think the income-tax, a tax un-
suited to this country, intensely disliked by the masses of the people, and a tax above all
others the most likely to lead to injustice and oppression. It is a tax which, however, it
may since have come to be regarded, was imposed in the first instance to meet a great fiscal
emergency, and under it if not a pledge from Government, at least a strong and justifiable
conviction on the part of the public, that the Government regarded it as temporary measure.
The Right Honourable Mr. Massey, in 1868, described an income-tax in the words of the
greatest of living financiers as a “ mighty engine” of finance. My Lord, it is a mighty engine
of finance; it is au engine, in my humble judgment, suited above all others to emergent
circumstances,—but is an engine which especially in this councry should be reserved for such
circumstances, and I do not think that such circumstances exist at present. I have not had
the advantage of considering the working of the tax in the light of the full information which
1 should have liked to possess on sograve a subject ; but, viewed in the light of such informa-
tion as I have before me—in the light of the circumstances which attended its original
imposition and subsequent renewals—in the light of what I conceive to be the present
financial position, and the purpose for which such a tax should be reserved, I do not feel
justified, even on due consideration of the exceptional position of the Government (and [
assure your Lordship that I have fully, considered this subject), in voting for its revival. I
do not overlook the fact that if the tax be not re-imposed now it may be somewhat difficult
should the Government hereafter determine on proposing it as a permanent part of our fiscal
system to re-impose it in normal times; but I should be glad to see the machinery broken
up, for I think the tax unsuited for times of peace and plenty, while I do believe that should,
unhappily, a time of grave emergency or disaster again overtake us, the people of this country
will cheerfully consent to its re-imposition, all the more cheerfully and all the more readily in
that they S\El)ere relieved from its burden when its burden could be dispensed with. If, however,
V.— )
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this Bill should pass, I shall have satisfaction in thin'king that it has been materially modified
in the right direction, for I regard the exception qf incomes between Rs. 750 and 1,000, and
the acceptance of last year’s assessments as the basis of the payments for this year, as two most
wise and important concessions,—concessions w_hlc]'l, as regard§ the present year, will go far
to mitigate, though they cannot remove, my objections to the impost, or reconcile me to see -
it still occupying a place in our fiscal system. My Lord, I have heretofore understood that
the object of our finance was so to arrange as that revenue and expenditure within the year
might about balance each other: and no doubt this is still the object, but there are certain
expressions in the honourable member’s statement which lead me to doubt whether this is now
so singly and directly as formerly the end that isarrived at. In referring to the surplus
of 1870-71, the honourable member remarks that that surplus was wanted as a partial set-off
against the deficits of former years ; and, again, ‘our hope is that on the combined result of a
series of years there will be a sufficiently even balance between the incomings and outgoings of
the Treasury.” Now, I fear that with such an aim, or even—for -1 do not think this is the
aim—with such a tendency as this, we might drift into a condition not to be contemplated
with satisfaction, for if one year there is a surplus we may be told that it is required to
compensate for former deficits; and if another year there is a deficit, we may be told, though *
I do not think we will, that the deficit may stand against a previous surplus. The only safe
system, as it seems to me, is year by year to finance for an equilibrium or slight surplus, and
if, as doubtless there will be, there is on one year a surplus and on another a deficit, to
allow for or recoup that surplus or deficit in the year following. The honourable -member
has referred to the trade of India in termns of satisfaction. I regret that-as regards the
import trade of Bengal I cannot share in his satisfaction. '

“ This trade for a long time past has not on the whole been profitable to those engaged
in it, and it should be borne in view that had it not been for the cheapness of money in
England and the consequent facilities for enterprise of this nature, the imports would
probably have been even smaller than they have been. The cash balances have been refer-
red to by the honourable member as ¢ satisfactorily large though not too high for the require-
ments of the country, persent and prospective.” Now the cash halances amount to over 24
millions, and this seemsin the light of probable requirements, and of the declarations of
previous ministers, an amount altogether excessive and out of proportion. Previous Finance
Ministers have stated 10 to 12 millions sterling as the balance required for the current expenses
of the State, and I think that it hehoves us to inquire what means have been adopted to
utilise the excess? what return has been received from this large capital, part of which is
admittedly derived from the proceeds of interest-bearing loans? I cannot find in the explana-
tion of the honourable member that these sums have not been lying idle, but have been made
to subserve the interests of commerce, any satisfactory reply to this inquiry$ for I submit
that it is no part of the duty of the State to serve the interests of trade at the expense of the
whole country, and that if the principle laid down be adopted there is nothing to prevent its
further expansion, nothing to prevent the justification of an impost on all classes for the
benefit of one class, or even of one section of a class. If the surplus cash balances of the past
year had been utilised at even the most moderate rate of interest, the result would hive been
a very considerable increase in the revenue or 'decrease in the expenditure ; and I hope in
view of the large balances, which I infer the Treasury is likely to be filled with durine the
current year, that some means will be taken to make use of the surplus over requireglems
with such an end in view as any prudent private individual would endeavour to arrive at in
his own case. It has often seemed to me that it would be advisable to publish a statement of
{he composition of the cash balances, that the public might know what portion of these is
liable to be called up, and what portion may reasonably be reckoned on as more or less
p}«f}'man_ently available ; and 1 would venture to call the” honourable member’s attention to
an tho e contali 1 s vaments bt Wit § mgms ek e geteral nformation
i ; at 1 suggest 1s something more specific and

*“ My Lord, I cannot think that such general explanation as that time has been required
for the elaboration of Canal projects and for determjnation of the Railway gauge, and that
there are * times and seasons for borrowing’ are explanations which can justif?v such a course
as that of raising loans in anticipation of requirements. I think, on the contrary,
:haé; the country has a right to expect that moneys, the interest of which it is called upon
ls\)“ea.r.' bslhall_ not be raised until it is clear ‘that they can be at once utilised. My
né&g& ; %if'nend has alluded to the politico-economic defects of our fiscal system, but he has
lam}:mahfe z_lway to propose a remedy. Al can understand the disadvantage at which recent

= Siteumstances have placed him in this matter, and I shall here confine myself to
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expressing a hope that next year he may be able to tell the Council that he has taken these
_ defects into his consideratior: with a view to definite action towards their removal. ‘There is
only one other point, my Lord, on which I desire to say a word—the subject of Local and
Municipal taxation. The former I see has increased within the year by about three quarters
of a million ; respecting the latter I find no precise information. Together I have‘no dm_x!)t
they form a sore burden on the people, one which shoul&l by no means be lost sxght of in
determining the amount and incidence of our taxation for imperial purposes. I think, too,
that we shall do well to consider carefully and with extreme rigour any legislation to facilitate
the raising of local and municipal taxes which may be asked at our hands by any of the local
Governments, for I agree with my honourable friend Mr. Chapman in pnuch gf what !1e said
on this subject on a late occasion, and 1 do think that the power of indefinitely taxing the
people, even for purposes in themselves the most laudable and desirable, is a power which
should mnot be lightly committed, and which, when commxtted,. shoul(! not be lightly con-
tinued to any local administration. My Lord, the finances of Indxq are an enormous subject,
and I am aware that, probably under any circumstances, and certainly with .the limited ti.me
and opportunities at my disposal, it is impossible for me even to attempt a satlsf_'actory review
of the subject. I have, however, deemed it my duty frankly to express my views, anq if in
doing so I have spoken too strongly, I hope my honourable friend will believe .th_at this h.as
not arisen from any desire to .under-estimate or overlook the arduous and most difficult duties
of his great position.” . S
The Honourable Mr. Cuapryan said :—¢ My Lorb, looking to the exceptional position
in which the Government of India are placed in consequence of the deplorable calamity which
has so recently befallen the country, 1 do not consider your Lordship in Council could with
prop(ll'iety have pursued any course in respect to the Income Tax other than that now pro-
posed.

It scems to me that the issue is-of far greater magnitude and importance than the
mere cousideration whether the Government could or could not afford to forego this compara-
tively small sum of £570,000. In my opinion the whole question of continuing direct
taxation is to a great extent involved in the decision, for I am satisfied that, if the Govern-
ment had decided onabandoning the income-tax this year, it would be impossible to re-impose
it next year, and this would have embairassed, to an unjustifiable extent, the action of your
Lordship’s successor in dealing finally with the question of direct taxation. Therefore, my
Lord, on these grounds alone, I am fully prepared to support the Bill under consideration.

“But [ feel that it behoves me to go further on this occasion, and to state it as my firm
conviction, that the system of directly taxing the wealthy non-agricultural classes of the com-
munity of this country ought not to be given up. I cannot reconcile it to my sense of justice

“that traders and other rich inhabitants of our presidency towns and large centres of commerce
who are entirely dependent on the stability of our rule for their enjoyment of this world’s
good things, should not contribute their fair share towards the public burthen. Whatever
the defects of our government may be, there can be no question that we have afforded the
most perfect protection against violent outrages and crimes, and I do think the wealthy classes .
ought to pay for this inestimable benefit.

¢ I do not say the income-tax is the best way of reaching them, but I do say that, until
some better and more effectual means of getting at them can be suggested, I for one should
be loth to see it abandoned.

‘I have said ‘that, to my-mind, the question whether the Government can do without
the tax this year is not the main point. Ior my own part, looking to the extremely cautious
and prudent manner in which the estimates have been framed, I am inclined to think the
Government would probably not have run much pecuniary risk if they had foregoneit. But
I am very decidedly of opinion that there are other interests and classes possessing a far
stronger and preferenitial ¢laim to relief than the income-tax payers. There are first, the
Sugar duties in Northern India, which, as I said on a previous occasion, are nothing more
nor less than the most barbarous transit duties, and which realised £163,500 ; there are, next,
the export duties on rice, realizing £500,000, thelevy of which is directly opposed to the very
first principles of economic science ; and there are the claims of subordinate Governments and
Administrations to additional contributions towards their provincial services, not with a view
to enable them to increase their expenditure, but in order to allow of their reducing the
burthens, which, insome partsof the country, have been recently enhanced. Then, there is
thé great and most important question of the equalization of the Salt duties ; for I take it
that, if the facilities of communication continue to increase at the rapid rate they are now
doing it will be simply impossible to maintain much longer the existing inequalities—Bengal
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aying Rs. 3-4-0; the North-Western Provinces, the Central Provinces and thePanjib Rs. 3;
and Madras and Bombay Rs. 1-13-0 per maund.

¢The manner in which these inequalities can best be removed is a most difficult pro-
blem, thesolution of which will probably inyolve the sacrifice of considerable present revenue.

“The injustice-and impolicy of maintaining these transit duties on Sugar, these export
‘duties on Rice, -and these unequal duties on Salt, are so patent, that I cannot understand
how any one can for a moment defend them. Nor can I understand how any one can
seriously say that, because we hear no complaint from the payers, because their is no loud
outcry, therefore there is no necessity to afford ‘relief.

<My contention is that the Government, supposing them to be fin a position to deal
finally with the question and to remit the income-tax (which I altogether deny) ; and sup-
posing: them to be able to do without this half million (which [ am inclined to admir), could
not, with justice to the claims of other classes and interests, have'given up the tax.

‘« My Lord, the objections to the income-tax are chiefly hased on the evils alleged to be
inseparable from its administration. - I admit these evils to have been great, but I do not
admit that they are altogether irremediable.” 1 consider they have been removed to a great
extent by raising the minimum to Rs. 1,000; and by the decision the Government have
wisely arrived at of not interfering with existing assessments. The only wonder to me is
that, considering the haphazard manner in which, at the last moment, year after year, the
tax has been imposed on the country, the abuses have not heen infinitely greater. Nothing
could possibly e worse than the system by which the payers were subjected to all the oppres-
sion and annoyance incidental to an annually recurring assessment.

My Lord, I do hope the suggestion thrown out last year by His Honour the Licute-
_nant-Governor will be carefully weighed, and that the Government will lose no time in
taking into their earnest consideration the best means of dealing with this diflicult problem
of direct taxation on a bread and sound principle. I may state that, if the income-tax is to
be retained then, I think the best system of assessment should be carefully devised, and the
Test procurable agency employed ; in short, that the same care, trouble and expense should be
bestowed on this_most difficult operation as is now done with such marked success on the
assessment. of our land-revenue. The assessments thus made should hold good, as against Go-
vernment, for a fixed period of; say, five years, and no income of less than rupees one thousand
should be liable. I would absolutely exempt all incomes derived from lands the settlement of
which is subject to periodical revision; I would keep the tax at one per cent, in ordinary times, and
I would notallow it to be increased merely to covershort-returns from Opium or other sources
of revenue, as was done by my honourable friend in 1870-71 ; but I would hold it in reserve for
great national catastrophes, like war orinvasion. 1 donotattach much weight to the objection
that no Government would venture to impose an unpopular tax of the kind in times of extreme
national danger, because I think that the interests of the classes who ought alone to be taxed
are identical with those of the British Government, and that they would cheerfully and loyally
come to theassistance of Government. I believe that in times of real danger, a couple of mil-
lions might without difficulty be got by the tax. The Government have a year of plenty in
which tomature their plans, and I do say that, by thistime next year,if my honourable friend,
Sir Richard Temple, is not prepared to deal once for all with the question of direct taxation, the
country will have just cause for complaint. * I cordially agree with what has fallen from my -
honourable friend opposite, Mr. Bullen Smith, as to the grave objections there are to these
irritating annual discussions. Such are my views on the income tax. I believe: we have as
yet everything to learn as to the best way of administering it. I believe tl:e abuses to which
it has given rise have been much modified. I believe a great deal of the odium it has
occasioned is due to the unjustifiably high rate at which it wasimposedin 1870-71. Ibelieve
the tax to be thoroughly just in principle, and I believe that relief is far more "pressingly
required in other directions. What I did object to, and objected to most strongly, two years
ago, was the unnecessarily high rate at which the tax was then imposed. There is, I need
not point out, a very considerable difference between an income-tax at 3% per cent. on incomes
- of rupees five hundred, and a tax at one per cent. on incomes of not less than rupegs one
~ thousand. - ' .
o
' '!"}2;1 })’gg‘to di'a..“: the speci_al attentior} of my houourab].e friend, Mr. Inglis, to the follow-
Weste ct containing the views of His Honour the Lieutenant-Governor of the North-
: _kxovinces, Sir W. Muir :— :
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Sir William Muir has never condemned the main principle of the income-tax (if
* additional revenue must be raised) in its application to the moneyed classes and wealthy

traders. It is apparently the only way in which they can be specially reached, and it is
but right aud fair that these should freely contribute to the expenses of a government in
the benefits of which they so largely participate. But it may be questioned whether the
tax should be made (as it has been to some cxtent of late) the mainstay for the adjust-
ment of [mperial finance, resorted to as a means of squaring the accounts of the year, its
rate and reach varying with the amount of the annual deficit of the prospects of the
coming revenue. It would seem wiser and more statesmanlike, in dealing with a
people so impatient of inquisition, so suspicious of change, and so difficult to reach by
our explanations, to make the tax precise and unvarying, both in its reach and in the
conditions of its assessment. In short, [is [lonour would urge on His Excellency’s
Government the principle that the rate of assessment, once fixed, on a wide view of the
temper of the people and the capacity of their resources, at a reasonalile figure, should
remain so without variation ; and that neither condition nor rate should be lightly changed,
otherwise than on the occurrence of a great emecrgency, such, indeed, as would both
justify the change in the opinion of the people, and be capalle of easy explanation to
them. As in the assessment of landed profits, so in the assessment of incomes, the more
fixilty and permanency arrived at, the greater will be the feeling of rest and confidence,
In proportion assuch astate of comparative permanency can be approached the suspicion
and irritation, the fraud and oppression, and the other evils now incident to the tax,
would be diminished, the pressure on the people would be lightened, and the action of
the Government would be better understood and its motives more fully appreciatted.,

« [ am happy to believe that everything I have said has the sanctiou of that eminent
authority.

“I shall now notice, very briefly, what appear to me the most salient points in the
regular estimate for the year just closed, 1871-72.  Of the total surplus of two millions and
three quarters, three-fourths are due to Opium, and my honourable fricud takes credit for
three quarters of a million as direct saving in expenditure. 1lis explanations vegarding the
latter will be fouud at pages 9 1o 11 of his statement. 1 wish I could sce any indications of
these savings having been effected by direct economy. A good number of the items are,
I apprchend, mere adjustmeuts. Thus, for example, the sum of £90,100, entered as a
decrease in the allowances payable to village officers in the Bombay Presidency, is, [ appre-
hend, due to an alteration in the manner of bringing these charges to account. Then, the
reduction of £198,000 in military charges appears to be due, cither to the estimates having
been wrongly framed in the first instance, or else to outlay oun account of the purchase of
stores having been postponed. [t really is impossible to arrive at any clear understanding:
from the gross entries in these statements. I shoald like to know, for example, the several
items that constitute the sum of £82,200 under Administration. On the whole, [ am willing
to give my honourable friend credit for having done his best to be economical ; and [ am
willing to believe that if, on the one hand, no actual savings have ULeen effected, no eonsider-
able increase of expenditure has been incurred. And here [ may remark that [ belicve the
much-abused income-tax has practically cffected much indirect good by checking extra-
vagance. The Government are, as a rule, not likely to receive much support in their efforts
towards retrenchment and cconomy from those classes of the community who direct public
opinion in this country ; but it is surprising how virtuous all connected with the administration
become when they know that increased expenditure may render it necessary to increase the
burthens of thesmall but influential body of income-tax payers.

¢ As regards the estimates for 1872-73, I shall only remark that they are characterized
by that extreme caution which has marked the financial administration of my honorable friend,
and which has resulted, during the last two years, in surpluses, respectively, of 14 and 23
millions, I cannot help feeling that the Finatcial Department has gone to the extreme of
control. Opium is, of course, the difficulty in their estimates ; and I am not going to he
presumptuous enough to state that my honerable friend is wrong in estimating for a nett de -
crease of 21 millions, namely 14 under recéipts, and # uader expenditure. Speaking with
very imperfect kuowledge of the subject, it does seem that as the average price last year was
Rs. 1,338, a higher figure than Rs. 1,200 might have been taken. 1t would have hLeen
satisfactory to have had some detailed explanation, as'to theitems composing the increase in ex .-
penditare of £56,500 under Land-Revenue; of £10,660 nnder Administration ; of £56,100
in minor Departments ; of £70,700 under Law and Justice, and of £44,000 under Political

v.—81 ; '
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Agencies. A good number of these are, I dare say, account(:d for by ?Sljtl§l[|11?xnt§f{ z?s 1q.sec

the charges under the hiead Miscellaneous are entered at £1 19.3'00 less than L‘l().b‘e of the I')lds:

“ year. It would nevertheless be satisfactory if my honorable friend would fUlI)ls!l a (luta} elr

statement of all bond fide increases of charge. I think_ if such a statemenl{ were "11131'1:1'41 %

. published it would be satisfactory to the Council, and might not be altogether inoperative as a
check aguinst extravagance.

- Al .' < 4
¢ As regards the question of the cash balances, it seems to me the Council are en titled
to some more lucid explanation than that which my honorable friend has given. As far as
I can understand the explanation of the surplus—seven millions—it is this -—

« 9 millions are due to.the closing balance being better.

<9} million to positive and direct increased prosperity.

<2 millions to the extraordinary expenditure having been less than was
anticipated.

“3 of a-million held in deposit in India on account of money received for bills
purchased by the Secretary of State in England which have to be paid for in India.

¢ I think the Government of India ought to furnish the Council and the public with a
plain and simple statement of their assets and liabilities, and 1 think we should be told the
minimum sum that prudence demands should be kept in hand to meet the ordinary current
expenditare, the sum which, 1 suppose, a private firm or company would describe as working
capital. If this were done, and liabilities—such as sums held on account of money borrowed
for extraordinary works, and on account of deficits payable o demand—uwere clearly distin-
guished, then I think the existing mystery would, in a great measure, be solved, and t}le
public would know what they are far from knowing at present, namely, the exact finaucial
position of the Government. ~Till this is clearly placed before them, it will be impossible for
them to know whether the burthen of taxation to which they are subjected is or is not in
excess of the exigencies of the State.”

The Honourable Mr. Roninson said :—*¢ My Lord, I have resolved to vote against passing
this Bill to revive the dead income-tax in any form. I will do so because there is nothing
whatever in the state of the finances of India which can in any way justify its revival and
continuation, in order to maintain the credit or to fortify the position of the exchequer; aud
because the proved cendition of the balance-sheet of the State finances and of the treasury
condemns in the most absolute manner the legislation of the past year in this respect. 1 will
vote against this Bill because I think that in the very prosperous state of the finances and of
the country the Government is pledged to withdraw this emergeut tax—imposed asit was for
the-definite purpose of restoring an equilibrium which was attained two years ago, aud of re-
moving a deficit which no longer exists—and because the proceeds of the tax have gone to swell
undue cash balances, or are being applied to purposes which were not coutemplated by the
Legislature when it sanctioned this emergent impost—such as liquidating past deficits, paying
for public works extraordinary, improving the position of bank-shareholders, financing in loans
to municipalities, and the like. I shall vote against this Bill because a general income-tax
is inequitable and unjust as respect all incomes derived from land and vents in this country,
and because I believe that an income-tax which is theoretically defensible as respects incomes
derived from public funds, professions, mercantile pursuits, and the like, cannot be admi-
nistered in this country in anything like an eflicient, fair or inoppressive manner. * I shall
vote agaiost the Bill because I believe that the income-tax has' proved financially, morally,
and politically a serious failure, because its enforcement is lowering the tong and impairing
the good influences of the public services, because it is almost universally condemned by ex-
perienced official and inofficiul public opinion, and is repellant to our native fellow-subjects.

‘¢ Now, my Lord, it is not easy to discuss efficiently a subject of this kind in the absence
of the papers which it has pleased your Lordship to withhold, and I do not wonder that our
‘honourable colleague shrinks from examination under that sore light. TFurther, I think that
the interval of a week—a week sorely burdened with other important legislation—or ten days,
“has been insufficient for the examination of so extensive a matter. Why, a reply could not

- be had by return of post from Madras within thé time.

by

- “Lwill venture in limine to recall to the memory of the Council the hard things which
were said, aud wrong motives which were imputed to me and others of my collcagues who
Vc“‘t'“"red“;@;adv,ise this Council against continuing the income-tax last year, but I do so
merely .30‘“3.‘919 me to. disavow honestly and conscientiously every unworthy motive or in-

~



295

fluence in respect to any remarks I may now venture to offer for the consideration of this
Council.

¢ The first question which I would ask is—will this Council endorse, by deliberately
reviving special and emergent direct taxation, the astonishing assertion that the revenues of
India fail to evince a safe elasticity? Why, my Lord, just twelve years ago, Mr. Wilson
was dealing with an income of £37 millions only, and our honourable colleague has had aun
average income of 50 millions during the last three years.- We dare not, my lLord, deli-
berately belie the economic facts of a country whose income evinces an elasticity almost with-
out precedent anywhere. °

«« My Lord the facts disclosed by the statement to which we listened on the 6th instant
prove, | think, beyond cavil, that there was nothing in the state of the finances of India
during the past year which can justify the honourable member in having come to this Council
for a law to continue an emergent and obnoxious taxation during the year that has closed*
"These facts likewise conclusively show that there is nothing in the prospects of the future to
justily an appeal to the legislature to revive or continue this emergent legislation and taxation.
The siugle plea for imposing or maintaining an income-tax from year to year has been that
the budget of income fell shiort, or threatened to fall short, of the expenditure of the year.
This plea was, in fact, in a great measure, lacking in the year 1870-71. It was absolutely
wanting in 1871-72 ; and its application to the circumstances of the year before us, is, 1 feel,
utterly indefensible.

““The upshot of the financial year 1870-71 was a surplus of 14 millions, the whole of
which was derived [rom the income-tax—-which having been inconsiderately dealt with in
the previous year, was needlessly maintained at unduerates in 1870-71. The proceeds of the
income-fax in that year were 2 millions, and fully account for the surplus now proved to
have existed throughout in that year. I will not go through the debits and credits of the
budget-statements for 1870-71 : suflice it to say that the honourable member failed to present
the budget of income for that year within anything like its fair proportions—proportions
which might very fairly have been estimated with reasonable exactness—and that even un-
budgetted expenditure was more than met by the revenue realised—the balance being a large
surplus derived, as 1 have remarked, from undue emergent taxation alone.

1 now come to the budget-statements of 1871-72, and the taxation whiclh has been
kept up during the past year, in consequence of the very unsatisfuctory representation of the
financial prospects of the year made by our honourable colleague.

<] earnestly warned this Council, when the discussion- of the Income-Tax Bill took
place last year, that the budget of income had been'seriously under-estimated, that the pros-
pective needs of the public service were overstated, and that the whole budget of expenditure
was disfigured by evidence of relaxed economy. I therefore conscientiously argued—in vain,
1 regret to think—that a continuance of the income-tax, with those inherent evils-which 1
and others endeavoured but too feebly 'to describe, could not be justified. Results have
verified anticipations far beyond my coufideni hope—the obvious deductions which I ventured
to make from an examination of the budget-statements.

¢ The regular estimate of 1670-71 had shown an income of 51 millions (£51,048,900)
—an amount which has been exceeded by the actuals. Yet the budget-estimate of income of
1871-72 was taken by the honourable member at 49 millions (£49,098,900)—a sum which the
regular estimate for the same year (£49,976,500) now shows to have been practically an under-
* estimate of well-nigh one million on the income side of the account alone.

“ When we come to the expenditure side of 1871-72, we find a budget-estimate for ordi-
nary expenditure of 494 millions (£49,500,000) while the regular estimate now shows that 474
millions (£47,276,500) was what was really required to carry on the State services, and this
outlay include such “ windfalls” as the uubudgetted Looshai expedition, the Delbi camp of
exercise, &c. &c. The actual result arrived at by an under-estimate of income and an over-
cstimate of expenditure is a surplus which will not fall short of 2% millious, and may possibly,
when all actuals are brought to account, reach: near on 8 millions. Of this enormous surplus
considerably more than a clear & of a million (£824,600) accrued from the income-tax alone.
Now, I ask, have these results justified the legislation of last year, or ratified the pleas under
which it was instituted?

¢ And yet our honourable colleague again comes before this Council with the conclu-
sively negatived assertion that he cannot make ends meet without reviving this obnoxious,
but dead, emergent impost,.
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A I must withhold my confidence from the honourable gentleman’s statement, and
decline to be guided in my vote by one whose assurances have been so signally belied by
vesults. And'l do not think that this Council can again fairly endorse the only plea for
reviving the income-tax, and enforce on the people the wrong conclusions which our honour-
able colleague asks us to accept. [ therefore earnestly urge this Council to spare the people
from a bootless revival of a tax by which, I confidently assert, they have been uecdlcssl,y
plagued during the past year through. overweaning confidence in our houourgblc colleague’s
guidance ; and [ beg this Council not to endorse, with lcgislatlve_approvul, the under-estimate
of income and over estimate of expenditure which have chm'actonscc.l t.I'n(‘a st.atmuents of past
years, nor a state of cash balances for which there is no conceivable justification.

«T think that our honourable colleague is wrong when he tells us that such ¢ aqtun] sur-
pluses cannot be justly held to invalidate the policy of those special measures of taxation
which were resorted to in that year;’ on the contrary, I say that {hcy cun?luswely cqndemn
alike the system followed by him in framing his budgets, and his propriety of asking the
legislature to legalise special and emergent taxation both then and now.

Qur honourable colleague scems to hold that it is right to secure surpluses in this
manner to counterbalance, as he states, the deficits of years past. In other wo‘rds, he is ask-
ing this Council to revive this needless and vexatious taxation to recoup deficits of three or
four years back—in fact, to pay off debts. Now, I ask, is it the (lehbe.r:fto intention of this
Council to tax the people anew for such objects, under the plea of raising money to mect
shortcomings which have no existence whatever ?

[ now come to the budget-statement which the honourable member submits for the
coming year, ou the faith of which he asks this Council to revive the i})come-tnx. As already
ghown a surplus of well nigh 3 millions accrued in the year that is pust. The actuals of
1870-71 show the State income to have been 51% millions (£51,413,685), including
2 millions of income-tax. The regular estimate of the year just closed shows that its income
will not fall short of 50 millions (£49,976,000); and yet the honourable member asks this
Council to accept a budget of income for the year before us of 483 millions only (£48,771,000),
ot 2% millions (£2,742,685) below the actuals of 1870-71, and 1} million (£1,205,500) below
even the anadjusted regular estimate of the year thatis closed. - I confidently reject this
estimate in the preseut state of the country and its finances and of the cash balauces.

< On the side of expenditure for the ordinary State services the hononrable member
shows a budget-estimate of 48} millions (£48,534,000) for the year which is Lefore us.  Now,
the military and the civil services of the country were fully and economically met during the
year that has closed by an expenditure of 474 millions (£47,276,500), including the unbudget-
ted expenses of the Looshai expedition, the Delhi camp of exercise, &c. &e. Lt seems to me
utterly. unreasonable to ask the Council toaceeptsuch a budget at such a time, and with it the
penalty of veviving the income-tax against the country, What is there, T ask, in our prospects
which could justify an iucreased expenditure of 14 million over last year ?

¢ As the result of this prospective financing operation, a small balance of £237,000 is
clicited in favour of the exchequer. But the budget of income includes £570,000 as the
expected proceeds of the income-tax proposed to be revived under the bill before the Council.
So it is made to appear that if the Council reject  this bill, there will be an apparent deficit
of £333,000, utterly unreal and fabulous—as I beliecve—which cannot be overcome without
reyiving this miserable and contentious impost.

“In short, my Lord, I cannot accept the hudget-statements before us as affording any
justification for last year’s legislation, or for reviving or enforcing exceptional an emgrgel;t
taxation at this time—taxation which is in so many respeets thoroughly objectionable, and in
the eyes of the people odious and repulsive. '

“T must now venture to trouble this Council with some remarks on the details of the"
budget of revenue and receipts for 1872-73. :

¢

¢ forests.—1 view, my Lord, an increase of the revenuc under forests with serious
jealousy and apprehension. I know not what may be taking place in the Forest Department
in other parts of the country, but I confidently affirm that much—and I believe in general
.]‘_ﬁ'&—_imtation is at this moment caused throughout South India amongst the rural popula-
“F“"}?_F'Onseqpeyce of progressive and inconsiderate foreclosure, if not practical confiscation,
* ot communal propeity and rights by the Forest Department, by invasion of immemorial
easemenls].and. privileges, Dy the enforcement of licenses and revenual changes for State, not
COmUUNAL purposes ; by interference with village woodlands and pasture, and with the supply
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of fuel and manure, &e. &c., and by the disposal of firewood, in respect of which the people

" probably have claims, to what are practically for the present State railways, at prices for
which the drain could not be replaced. The burden of these things on an agrarian population
is not easily estimated, but it is great and searching. I hope the changes which have bcqn
proposed by the Madras Government may place these popular and very important inlc‘l‘qsts n
safer hands than they have been for some time past, and that Iegislation in the local Council,
where the rights of the people are known, and their interests ave represented, may lead to a
wholesome political condition in these respects. The regulation of popular and communal
rights, and the conservancy of woodlands in the interest of the country and of the people, are
needed ; but the thing must be done in a very different spirit from that which has prevailed
hitherto. ‘These things are not beside the subject before this Council, when the question is
the needless revival of another cause of popular irritation. :

<« Bucise on Spirits—1 doubt also the sufliciency of the budget-estimate under excise.
Allowing for the transfer of reccipts for opium retailed in India, I find that our honourable
coileague_has bndgetted, as appears to me, tor an absolutely stationary condition of this head
of revenue, if we compare the budget-estimate for 1872-73 with the regular estimate of
1871-72 and with actuals of 1870-71. The state of the country does not justify this, and I
think that following the safe precedent of realized revenue in a former year, the budget-
estimate of 1872-73 might safely be bettered by £10,000 or £12,000.

¢« Customs.-——The next thing which T think deserves notice is customs. The actuals of
1869-70 were under 2% millions (£2,429,000), and in 1870-71 exceeded £2,610,000, showing
thus a steady and vigorous increase. The budget-estimate of 24 mitlions for 1870-71 hag
been more than sustained by the regnlar estimate (notwithstanding the adverse circumstances
of the year), and I think that instead of showing geod grounds for the loss and stationary
estimate adopted for the year which is before us, our honourable colleague has presented facts
which justify confident expectation that the customs revenue of 1872-73 will, at all events,
touch the actual of 1870-71 (viz. £2,610,789). The difference would add £40,000 to the
budget.

‘““ [ am glad to find that no argument has been preferred by our honourable colleague in
support of reviving the dead income-tax, on the ground of relieving the transit duties
on sugar, &c., in the North-West Proviuces, or the esport duties on rice in Bengal and
Burma ; but the thing has been alluded to in this spirit. Both duties are of course thoroughly
bad as a part of our imperial fiscal system, but the claim of neither entitles them to tax the
incomes of all India for their respective relief.

« I do not know much about the sugar duties in the North-West Provinces, but their
indirect practical effect is of course to raise the cost of production of the article so taxed, and
they may fairly enough be deseribed as a guasi land tax on the soil producing the (:umrﬁodity.
Now, considering that the assessment on Janded income and the land-tax of the North-West
Provinces has recently been, oris now in course of being, very largely enhanced by a revi-
sion of settlements, it is sufficiently clear that these exceptional burdeus on the land should at
once be merged in that operation, and be removed altogether, in consideration of the largely
increased revenue which is being obtained from an enhancement of the land-tax. At all
events, the question is a local one, and has no right to consideration with reference to a
general income-tax. :

 As vegards’ the rice duties in Bengal and Burma, I suppose I may at once assume that
these are likewise in their incidence very much of the same nature as an additional land-tax
on rice-producing land.” Now, these export duties are paid almost exclusively in Bengal and
Burma. [ cannot say, and suppose no one can tell ne, what is the average acreable land-tax
on rice-land in Bengal, but no doubt it is moderate. 1 have, however, under my haud, what
enables me to calculate the average rate of assessment per acre on rice-land in Burma. [t
amounts to about Rs. 1-10 per acre. ‘The rice-duties levied in that country, if trangposed
into an additional tax on the land on rice-lands, would raise this burden to about Rs. 2,12
per acre. Now, the average land-tax onrice-lands (excluding rice duties from considegation) in
Madras is between Rs, 5 and Rs. 6 per acre, and | believe that in Bombay—I speak under
correction—the average acreable rate is even higher. I need not therefore tell this Couneil
that it would simply be preposterous to go on levying an income-tax on the people of ali
India generally, in order to relieve Burmese land of a comparatively light assessment, or to
further relieve the still more lightly assessed rice-land of Bengal. . }

v.—82
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¢¢ Salt.—sir Richard Temple has treated very liahtly on the subject of salt. I observe
that in 1869-70 the actual revenue was close ou 6 millions (£5,889,000), and few branches °
of revenue were more elastic than this was up to that date. In 1370-71 there was a slight
increase (£6,106,000) in revenue. The regular estimate (£5,996,200) of the year 187172
shows a slight decline last year, and the Honourable Member has now estimated for an
absolutely stationary condition during the year that is before us.  Now, I think that I am
justified in asking the Honourable Member whether there are any grounds for inferring that
this very unhappy result does mnot arise from the measures taken two years ago for greatly
_increasing the burden of this heavy demand on the incomes of the poor and labouring classes
of the country? The imperial ducome has just been maintained, and no mrore, since the:
change ; but the people have had much ' less of this necessary of life, If this be so, the
financial policy of the past issemplatically to be condemned. The salt manufacture of Bengal
has been translerred to Cheshire. Has this proved a wise policy ?

¢ have been much struck Dy reading the sagacious resistance of’ Lord Iawrence’s
(iovernment to any increase of this very serious tax on the incomes, comfort, and health. of
the poor; and I venture to remind the Council that these are all matters which require their seri--
ous consideration while weighing the question before us-—wiz., that of reviving, the income-tax.

¢ Opium. —I1 venture to think that the opium-estimate for the year is likewise too low.
The opium revenue has been shown by Iinance Ministers who have preceded our honourable
colleague to be an adnormal but by no means precarious or uucertain source of revenue; and
the result of my enquiry about Bengal opium alone shoivs that, with the exception of oue unfay-
ourable year, the prices realised during the last five years have been very far in excess of the
budget-estimates of their respective years. In fact, the average priee of the last five yearsis nearly
Rs. 100 per chest in excess of what our honourable colleague has assumed in the budget for
this year. Now, judging by results and the recent official reports from China, I venture to
think that our houourable colleague has crred in repeating the oft-refuted mysteries abous
danger to this head of revenue, and that the year’s estimate, which is neaily Rs. 200 per chest
below the actuals of the last year, is assumed at an unnecessarily low rate for a time when
the grave question before the Council is whether the people should be relieved from objection-
able” emergent taxstion or mot. The addition of Rs. 50 to the price of each chest would
almost wipe out even the imaginary appearance of a deficit which, 1t is said, might be created
by the rejection.of this bill: Fancilul caution is out of place here:
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I§QI-GS 47,250 1,150 5,43,37,500 | 47,999 | 1,332 6,39,27,309 | + 182 | + 95,89,809*
1858-69 | 48,000 i 1,250 6,00,00,000 | 47,235 | 1,376 | 6,50,21,769 | + 126 | + 50,21,769
1859-70 | 43,689 l 1,330 5,80,94,400 | 45,680 | 1,200 | 5,47,82,625 | — 100 | — .".3'111775
1870-71 | 49,000 | 975 4,77,75,000 | 49.030 | L2t | 5,49,89,179 | 4+ 1456 | + 7'.’j1AJ 179
1871-72.| 52,470 | 1,075 5,G4,04,000 | 49,695 | 1,390 6,89,75,308 | + 315 | + .'711.".()‘\'
1872.73 | 44,175 { L200 | ©530,10,000 | ... [ | [ l N
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been making inquiries about this matter, and am told that the cost of .litign'txon, in respect
to land at all events, has increased by several folds under the legislation of late years. A
carefully drawn comparative memorandum which 1 hold in my hand shows that the increase
may be as much as five to six folds above the cost of some years back. I speak 1_lnder correc-
tion, but I think, however, that the incidence of this increased taxation will require very early
investigation, and that the Council should not pass a taxation bill until such things are fully
before them.

« Public Works—Irrigation.—The only other item of revenue on which I'would venture
to make a remark is that derived under the head of Public Works—Irrigation.

« The actual revenue derived from this source in 1869-70 was £535,000; that in
1870-71, £485,500; and the regular estimate of the year just closed shows a decreas-
ing revenue of £476,600. Thus we have a steadily falling revenue during three yeavs.
The budget estimate for 1872-73 is still below the actuals of 1869-70 and of 1870-71. No
wonder that the Honourable Sir Richard Temple remarked that such fallings off, notwith-
standing the heavy expenditure of capital on these works is not satisfactory.” I admit that I
entertained great apprehension from the imformation accortled last year, that the Government
of India are pledged to borrow some 50 millions to be spent in this manner, and [ ask where
the interest is to come from ? 1 only trust that His Grace the Secretary of State’s prohibition
against laying on compulsory general ¢ guarantee taxation’ will not be offended against, and
that this is not one of the objects for desiring to maintain needlees emergent taxation like the
income-tax.

“On the whole, my Lord, Tam thoroughly satisfied that no good ground what-
ever exists—considering the very prospevous condition of the country and the state of
the cash balances—for estimating the incowme of the year which is before us at 48} millions
(£48,771,000) when the average of the actuals of the last three years (including 1871-72)
is 503 millions (£50,767,088). We must not, I am sure, estimate for a declining revenue
wlen every indication justifies the reverse prospect. I cannot vote for a hill to raise the
income-tax under assurances which neither fact nor fair iuference justifies. Nor do I feel
that we are right in endeavouring to justify in this manner, in the eyes of the tax-payers, a
policy of withholding relief at such a time from an impost which can only be said to be
reasonable under very serious financial difficulties.

““I will now venture to make some remarks on the expenditure side of the budget before
us. In my remarks on the hudget of expenditure for last year, I noticed that the proposed
additional outlay under a number of heads of civil services gave cause to fear a serious relaxa-
tion of economy ; and I ventured to indicate a variety of heads under which, by persistent
frugality in administration, that equilibvium which should enable the Government of
India to dispense with the income-tax even last year would have been secured. I am rejoic-
ed to find that not only was the increased expenditure budgetted for last year not, on the
whole, necessary, but that the cconomies. enforced during the -year that is past have far
exceeded my most sanguine hopes; for, irrespective of decrease of expenditure under the
head of opium of nearly half a million, the difference between the budget-estimate of expendi-
ture under other heads and the regular estimate show a saving of well nigh a million of
moncy. Now, I think that this fact reflects thre highest credit on the administration of the
expenditure by our hounourable colleague during the year that is past.

“But I must demur absolutuly to the foliowing assertion of our honourable colleague,
viz., ¢ that these deductions are largely, if not wholly, derived from real savings of varions
sorts all over the country, apparently small if reckoned singly, but making up a considerable
aggregate when taken collectively.”  The apparent reductions are, on the contrary, in the
main, I believe, attributable to over-estimate and want of sufficient foresicht in retrenchino:
budgetted expenditure. I regret to think that these errors of estimate were not sooue’:‘
checked, for they went to make plausible (if they could not <justify) the taxation which as |
held last year, and still believe,. was being again needlessly and unwisely forced on the people.

« I think that this Council must be fully sensible of the justice of the remarks made by
the Honourable Member in respect to the military expenditure of the year, for the budeet
estimate has not been exceeded, although the Looshai campaign has been carried to a s:lvc(i<_
ful and honourable issue at a cost of £200,000, and the ‘expenses of the Camp Of'(:\;:rci';t
(£40,000) have been defrayed—in all about 3 of a million of unbudoettod expcndi‘ture_::
within the budget for the military services of the year that is past. No. instauce of a more
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satisfactory result is probably on record. The military budget of the ensuing year is likewise
moderate. !

<] trust that His Excellency the Commander-in-Chief will not think it out of place in
me to remark that the branch of Ier Majesty’s service which he so hon'oul‘ab]y commands is
in no way responsible for the special ermergent taxation of which he estimates the evnl‘s,_ and
spares the necessity of the past or coming-year. The defence of the empire and the efficiency
of onr armies needed no special tax last year, and call for none in the one that is before us.

These things are due to the civil services and their budgets alone,

““When we come to the budget-estimate of expenditure under Civil Services, we find it
breaking out all over with increased expenditure. There are 25 heads of Civil Services, and
in 22 of these an increase of expenditure has been admitted and budgetted for, at a total
addition of upwards of 1} million over the ample expenditure of the year which has closed.
This obvious relaxation of economy, while special emergent taxation is plaguing the country
deserves the gravest remark. And I do not think that the Council ought to be satisfied that
any sufficient reason whatever has been shown for this want of economy, or that we can
fairly be asked to revive emergent taxation while objections so patent stand on the face of
estimates which are put forward as a justification for such legislation.

Upwards of £700,000—a sum which more than absorbs the whole of the estimated re-
receipts for the income-tax for the year—appears in the budget as proposed to be laid out for
the extension of the opium industry. Thus, this ohnoxious tax is proposed to be kept on for
a purpose absolutely alien to it, and at a time when nearly 2% millions have actually accrued
within the last two years, mainly under the head of opium, and the cash balances amounted
1o 24 millions.

“ My Lord, if anything like the same economy be observed in the ensuing year which
marked the yeav that has closed, the half million of money that is sought to be raised by
reviving the dead income-tax never can be needed.  If it be persisted in, the tax-payers will
assuredly infer from its revival—in the face of 2 millions surplus and enormous cash balances
—that the Goyernment of India are not minded to grant the relief they need, and are
determined to spend up to any income that may be raised from them, from whatever source
derived, and under whatever plea imposed, -

‘“There is only one individual item of this expenditure to.which I would draw special
attention with reference to the remarks made on the subject of local taxation in the financial
statement and the discussion which followed on the exposition. 1t is the transfer of £51,800
to Provincial Services.

*The glossy and fragmentary character of the remarks of our honourable colleacue on
the subject of local taxation were, I think, very unsatisfactory. I can only tell this Coun-
cil that facts and things important beyond all compare with what the Honourable Member
calls “the expression of satisfaction on the. part of local authorities,” are involved in these
things. Local taxation has been stimulated far beyond what the Honourable Member wished
us to understand in his exposition, and can be carried, under the laws recently passed, far

- beyond what has occurred in this, the first year. The matter has, indeed, a side which is
absolutely the reverse of what the Honourable Member sketched. The Honourable Mem ber
has proba_bly no complete knowledge of these things and his heart is light about them : but I
can tell him and _this Council, that the people of the town and rural districts alike m'e,diesa-
tisfied under the increased burden of taxation which has been laid u pon them by the recent
financial policy of the Government. ! ' Bl :

“The Honourable Member has not yet communicated to the Council the total of these
burdens. His attempts to sum them wup in his budget statement was fragmentary and
incomplete, and [ believe that there is nothing more important than that this great matter
should be fully before the Council before any bill for special imperial taxation is passed.  No
income-tax legislation should berevived until this matter is thoroughly before the Legisiature 5

. “I venture here to recall to the memory of the Council an incident whi rred i
}llie;(!e_bate‘on the passing of the Panjab Munigipalities Bill, The Honourableli\lfir(.)'ccsntle)elclle;n
: }?\’b ::p?'el‘x?ilt’advefmnbg on the conduc.t of certainﬂMembex.'s of .this Council, observed that thé
el gh:f. ?n :ul: 300 towns in the Panjab was nnp}erllle(.l by the delay occasioned in
hot t‘tn,h}éf-h,i‘mtﬁ\;;ggec_}t)_em:xauent. Ngw, my Lord, I kqu with almost absolute certainty
s ) ‘a;n‘ d\.ez tlln that province which are fit objects for u.lunicipal administration,
AR e R mumclpal_ taxes. I feel a strong'lmp.ression that the local
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authorities may be driving, under this specious name, special ¢ city-taxation’ among rural and
possibly village communities, in the teeth of Lord Lawrence’s assurance that su_ch s_hould not
be the case, in the debate of 1857. The thing requires the careful examination of the
Legislature and Government. Judging from the returns from some parts of Bombay, 1
believe that there, too, local authorities are in the same boat. Now, my Lord, you are aware
that in Madras, with one-third more area and population than theve is in the Paujab, we have
only been able to find-45 towns-to Which faxation of this characfer can with any reason !’fe
extended. Is it then to be wondered that some of us entertain a very anxious feeling i
regard to taxation which has been thrown oft in relief of the imperial finances, and saddled
with increasing stringency and weight on local Governments and their populations ? And" I

hope that this Council will give deep consideration to this thing before they admit the revival

of harassing special and emergent taxation for imperial purposes. My Lord, I listened to the

Honourable Member's statements, which treated so cheerfully, but so incompletely of these

things, with much misgiving. 3

¢ As connected with this matter, I think that the Government was, to a certain exfent,
pledged to abandon at least a part of this branch of taxation when the financil policy of last
year was inaugurated.  The Ilonourable Mr. Laing was specialiy struck in 1861 by
the absence of local taxation aud the dependance of the Central Government which
characterised Indian adwministration, and he first mooted the transfer of certain sources
of taxation—amongst them the income-tax—with certain brauches of administration, to local
Governments and their populations.

¢ The thing was further noticed from time to time between then and 1867, when Lord
Lawrence’s Government imposed the license-tax, which was in fact a part of this ¢income-tax
in disguise.” In the debate on that tax, the Honourable Mr. Massey said: ¢ I mustadd that
the Government, without giving a definite pledge, does not propose that this tax should form
a permauent source of imperial revenue. During the first year the duties will be collected
and credited like any other tax, but, in our opinion, a tax of this nature is better suited to
local purposes than to the general purposes of the State.  We intend therefore in another
year to transfer is—modified, if experience should suegest such modifications, together with
the corresponding amount of charges of a local character—to the several Governments and
their adininistration,’

“The charges he here alluded to have been transferved with very inadequate assignments
from the general fix, and the Governments have been told, in the words of Mr. Laing in 1862,
—<Take what we are able to pive you, and for the residue take certain powers of local
taxation and raise it for yourselves.” But this branch of the imperial income-tax has not
disappeared under the pledge then given, and several local Governments are at this present
moment, [ believe, raising a second income-tax on the same incomes for those local purposos
which Lord Lawreuce’s Government then contemplated.

¢« am inclined indeed to agree with the views expressed by Iis Honour the Licutenant-
Governor —as [ gathered them from what fell from him last year at this time—uiz., thatif an
income-tax, in the only form in which it can be tolerated, viz., on incomes other than those
derived from land, can succeed at all, it might do so as a local tax administered by local
Boards and local Governments.  And iu this form it might be tried. Indeed, I am inclined
to believe that HHis Honour is right in surmising that these taxes are local taxes in their
nature; for the immemorial income taxes of Madras—the Martata and Vessabuddi—were
origivally a local #dvuli, or watch-and-waid taxes, and of a purely local character.

¢ But this is not the quesiion here.  There can be no doubt that as an imperial tax, an
income-tax in every form has proved, and must continue to prove, a failure and a blunder,
and ought to be abrogated.

«“ My Lord, I will not weary this Council by quoting the numerous assurances and
statements of former Finance Ministers, and others of a distinet and authoritative kind as to
the temporary and emergent character of the income-tax. They are to be met with all
through the debates and public correspondences which have taken place fromi time to time on
this branch of taxation—assurances on. which doubtless former Legislatures have relied, and
from which the tax-payers throughout the empire have assuredly and reasonably inferred a
pledge that the income-tax shall not be continued beyond the time when real and urgeut
financial necessity for it exists. >

““This time has fally passed, and I partake in the conviction that we are bound to
abandon it forthwith, To my mind an endeavour to evade or explain away this emergent
v.—83 .
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and cmujirional character of the income-tax is to endeavour to' deny the facts, the history, and
the recorded evidence of our financial policy ever siuce the Right I'I.n'nou)‘ul')lu Mrs Wilsonts
time. 1 must vote in accordance with this my belief, and faith—the faith which | feel assured
is the faith of the whole country. ;

¢ T pepudiate the argument that if we relinq‘u_ish the i‘m:on.lc-tax now, we cannct again
résoit to direct taxation or tap this «“great reserve™ in vase of emergency. Idonot think 5'“”‘
1his is the case, but be this as it may, we are bou‘m.l by present obligations.  Nor do 1 bel':cve
in the policy of keeping open a needless .b]ls‘l'(,’l' in order that we may at @ more convenient
time apply to the same a still severer stimulant. l..c‘t us keep in_llh wnhqthc country now,
aud when emergency again arises—if ever—let the subject be c;u'(:lull'y and h':}ukl)‘ d(jult with
on its merits. 1t will be again loyally accepted by the people when its need is established.

< This is the more important, as what fell from the l']'un()uru])lc Mv. Ellis in the debate
of the Gth instant will, I think, be read in the country as indicating that a covered infention
to make the tax permanent is really at the bottom of this attempt to revive the income-tax
at this time.

¢ But, my Lord, the main objection to the revival of the late income-tax lies in the fact
that it was inéquiml)lc and unfair as regards incomes devived from land. [ alluded to this
objection last year, and must solicit a fuller hearing now.

¢ Incomes and profits derived from landed property and cultivation already pay an ex-
ceedingly heavy burden of taxation throught India—a tax more or less equal to from 30
per cent. to 60 per cent. of the whole rental or nett yicld, and often more—in fact, one
4 to 2 of the whole property ol these persons in under quasi-sequestration to public uses.
There is, therefore, no parity in the coudition of property or of incomies in this country, as
there is in England, which can justify an equal demand for income-tax against all alike, in-
cluding the lunded interests, simply because it is vight or is desired .to reach the incomes of
fund-holders, merchants, bankers, and professional men, or the profits of various industries,
which are not directly connected with the land, and do not happen to contribute to the pub-
lic exchequer.

This, of course, is not the place for the discussion of the principles and conditions of
property, or the incidence of taxation in this country. Siill the fact remains that its landed
classes dn already contribute very largely and most unequally to the wants of the State; and
that they are subject to what may be termed a peculiar law of imperial taxation applicable to
themselves and their incomes. They cannot, thereflore, with fairness be taxed over again on
the same incomes on equal terms with those who now pay nothing to the State. Nor is this
the place for the discussion of the great weight or the dnequality of the existing burdens on the
rent-roll of the country in many parts of the Bmpire. Suffice it to say, that both these existing
considerations constitute very serious and aggravated objections against including these classes
in a gencral income-tax. There. can be no doubt that the long-continued poverty of the
agricultural classes, that the persistent backwarduess and slow development which have on the
whole characterised the people of India, notwithstanding its genial climate, prolific soil, and
industrious peasantry, are in the main due to an evorbitant demand of the State on the land, and
to the sore gripe which the imperial tax-gatherer has long held on the very vitals of national
wealth.  But we inherited these evil conditious from extortionate predecessors, and have never,
perhaps, been able to afford to repent.  So things must stand now. But we can eschew, on be-
half of these heavily-burdened classes, the grave ervors and obvious injustice with which the
dead income-tax was fraught. e can now let past wrongs sleep, and do right for the future.

“ Now the reiterated wrongs of the past ten years in respect to landeil incomes have been
. . h g « & " - . : . .
wflicted by our Finauciers alone—for Indian economic science and usage hasnever erred here.
P _ el s, .. . . . ey
l'hese have clearly recognised the peculiar and exceptional position of landed property aud

income in India in respect to taxation. 5

In the well known programme of the sources from which revenue may be drawn under
the immemorial law and usage of India, which Mr. Wilson drew up, the double income-tax
on the landed interests finds no place. ‘That right honourable gentleman justly said that that
fo_H of Fare was indeed *enough for the most needy exchequer, and for” the most voracious
‘ministers,” a Bill of Fare which suggested to him the idea that (to use his own words)—¢ the
nue Laws of the ancient Hindds must have heen contributed to the sacred compiler (Menu)
very needy Finance Minister of the day—¢still not so greedy as to tax twice the

sam‘e’.?“ 1'96“ Butt GES a x
R A v refurn to th OO s rein stated that €the revenue conistss
ol a si%;\ Bt e programme, it is therein (:&1* . b evenue conistss

»

Stain, and of all other agricultural produce.’ ¢ The following are the
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rates of taxation on grain :—one- twolfth, one-eighth one-sixth, according to the soil and
labour necessary to cultivate it. This may also_ be raised as far as one-fourth in cases of
emergency.” The other landed resources of the State, enumerated in that programme, are
escheals and royalties only. No imperial right to tax the sagricultural incomes over again,

or to assume the rights of a great hndnwncr of the soil, are assented to by the ancient law

or immemorial usage of the (.ountly So much for the tax on land and landed incomes.

¢ In quite a separate calegory ave shown laxes on commierce and trades, and on the
incomes ol mercantile and plulc»unml classes, manufacturers and the like, and the rates at
which these taxes may be demanded, viz., two per cent. of the income.

¢ There is no confusion here, my Lord, about the sources of revenue. No uncertain
cound about the claims of the Statc on the different classes of its subjects and their
property.

“ How far, and at one time how cruelly, our danand on the laud has transoressed, in
most parts of India, the ancient law and usage of the country, is not« the subject “before” us.
But it belongs to it to state that, in South India at least, we have recognized in the main
these immemorial laws and usages, and have practically ratified these |nmu|)lea of taxation.
The heavily-taxed owners and_ cultivators of the soil have enjoyed both under Native and
British rule immunity from those other general State taxes which have been enforced against
non-agricultural classes and industries, and they have enjoyed a variety ol agravian privileges
and immunities as regards sites for houses, supplies of wood, tuel, &e., services of village
servants and the like, which were #of accorded to ll()ll-dﬂll(.llltlll-ll classes.  Zhese fucls, and
others taken in the aggregate, indicate conclusively that the State has recognized that it has
no further claim against thase landed classes for genzral Imperial purposes.  Let us not again
transgress on those rights and obviously reasonable immunities.

¢« Mr. Wilson, it is trae, committed in the first few months of his carcer the error of
confounding the sources of revenue and classes of persons who might fairly he subjected to an
income-tax. e was hungry and in sore distress. But his error was recognized and it was
allowed to pass away. And succeeding Financiers and Governments declined to continue or
respect it.

¢ Lord' Lawrence’s Government absolutely refused, though earnestly pressed, to do that
unfair thing again in 1867 and in 1868.

<« Mr. Massey said in the debate of 1867,—¢ that it was idle to discuss the question
whether the land-holder contributes his just proportion to the needs of the State.” They
already paid, he held, very largely, and could not be included in the rough income-tax
(the license-tax), which Lord Lawrence’s Government assented to re- -impose in that year on
non-agricultural classes and other industries alone.

30 recently as 1868, Lord Lawrence again firmly refused to add to the burdens of those
who live by the land; and in the debate on the certificate-tas made the following pregnant
remarks :—¢ It cannot be denicd,” he said, ¢ that the burdens which that class bore were very
high, and in fact were un(lom'xl)l) areater than auy other class had- to bear. There is no
d(mbt ’ he gaid, ¢ that the land-tax is very large ; in fact, the burden in former days in many
provinces was so great that it seriously impeded the improvement of the country by preventing
the cultivation of the soil and the investment of capital in land. He (Lord Lawreuce) could
well recollect the day when when in the Upper Provinces, in Madras, and all over India,
except Bengal, our laud-tax was so high that it had a most serious effect on the progress of the
country and the condition of the people. That day had passed by, buat nevertheless it was
undeniable that even now the land revenue bore a wer y large pmpunmn to the rent.” Lord
Lawrence’s words but feebly describe what I have myself witnessed in South India.

Mr. Massey, in the same debate, maintained that a general income-tax could not he
imposed on the land-holders in [ndia, because that class, he said, already pays largely, ¢ It
is merely,” he added, ¢ a war of wm(ls- to say that the land-tax is rent. The fact remaius that
land-holders, whose title is indefensible so l(m-x as they pn the tax, contribute 20 millions a
year to our revenue.” ¢ It may be,” he added, ¢ “that the land-tax is not sufficient ; that those
who pay it, at least under the B(‘ngul sut]cure it, have made a very good bargain.  DBut v is
a hargain, and we are bound by it.’

¢ There is an honest ring about these words of Lord Lawrence’s Govertnment.  And they
appear to me to dispose of the partialund local plea—curious error it secis to be—put forward
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for the income-tax, viz., that it has at least the virtue of catching the Bevgal zémindérs and
taxing them, in consideration of the comparatively easy terms on which they pay land revenue.
Even if this plea were sound as respects Bengal, it cannot justify such a tax-being cnforced
where the ¢ Bengal settlement’ does not obtain, viz.; in four-fifths of the whole Empire. Of
course Lord Lawrence’s and Mr. Massey’s remarks had no reference to quasi-country-rates for
local purpuses ; neither has the argument for which 1 am endeavouring to obtain a hearing.

<t In short, Lord Lawrence’s Government would not hear of any general income-tax
which should include the already heavily-taxed landed incomes of the community. Were
that sagacious and discriminating statesman amongst us this day, we should not, I think, be
discussing the propriety of reviving this needless and dead income-tax against the heavily-
taxed landed interests of the country, ata time when the revenue isin surplus and cash
balances very large. _

“We are happily again in that position, in regard (o this part of the tax, in which
Lord Lawrence left us. The income-tax is dead. Let it lie, and let us refuse to endorse the
errors of the past, which he condemned, but which the Bill secks to revive.

It is a very significant and scarce credible fact that I find, in endeavouring to analyse
the incidence of this branch of the late income-tax, that the A ccount Depariment ave absolule-
ly wgnorant alike of the amount of the taxation raised by this doable tax on landed incomes,
and of the number of assessees enrolled on the Collectors’ hooks.

¢ I should guess that one-third to one-half of the whole amount has been collected from
the incomes of land-holders. But I fear that no fairly accurate conjecture can be made as to
the number of those who pay the tax on incomes wholly or in part derived from land. Butitis
not a few who are oflended against in this respect, and I fear, my Lord, that truth and the
reality of things will, in many instances, multiply Sir Richard Temple’s units in this respect
by tens, if not by several hundreds. The land-holders of India are, there is too much reason
to believe, passing down their emergent burdens and obligations to their tenants and poor
cultivators with the usual aggravations and additions. The rich are here again preying on the
poor and the laboring classes, and under the cover of this detested impost, the poorest of the
community are probably liguidating noinsignificant part of’a demand which our hounourable
colleague tells us he has always meant only for those who are in casy circumstances.  You
cannot prevent this, my Lord ; you cannot protect your poorcultivators of the soil from the
evils which «are inherent in this form of taxation. :

“But this is not all, my Lord ! As already observed, the incomes and rent-rolls of the
land holders of the whole country are subjected to a special rule of taxation of their own.
And we are at this moment acting all over India on our right to take by taxation a largeliy
enhanced portion of the rent of the land or of the nett produce.  We are now very generally
re-assessing or have very recently re-assessed, the tax on rents and on the land, with a
serious enhdncement of the demand throughout the country, save in Bengal.. We are at this
moment adding very largely to the direct burdens of the country, under the special conditions
which apply to the land and incomes derived therefrom ; there is no doubt that the demand
on the land and on landed incomes is now leing quite sufficiently raised in this manmer al-
ready. If we now revive the dead income-tax, we shall be adding to taxation with both hands.
Weshall be reducing the incomes from land by re-assessments uunder the land revenue rules,
with the one hand; and in addition we shall be imposing a further tax on this attenuated
rent-roll by an income-tax with the other hand.

“This is not the place to enter into the consideration of the policy of thus keeping open
or exciting what must sooner or later lead us up to our ¢Land question’ with the people of
India, nor is this the time for canvassing the efect of thus absorbing a much larger share of
that improving rent-roll of the country, on which its prosperity and advancement depend in
80 very serious a degree—a prosperity which needless taxation greatly impairs. Nor can we
here consider the consequencé of periodically causing general agravian anziety and uncertainty,
of throwing back the advancing market value of the whole landed property of this country,
and of from time to time imperilling (if not wiping out) the investment of the people’s savings

~in the purchase or improvment of their land.  But all these things are well worthy of deep
- cousideration when the question before us is the Justice and policy of reviving a tax on incomes

which are being so seriously affected by the fucts®o which [ have alluded.
Suffice i;_tp say that in Madrfls, at all events, we are alteving by a settlement which was
h 2 view to reduction and relicf, and district by district, the more or less

commen ed with
permanent and yery heavy demand which has underlain for the last three quarters of a century
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the value of all land as a means of subsistence and an object for the investment of capital.
This has been done, as your Lordship knows, with great consideration by our Revenue Officers
in respect to the few districts to which the new settlements have been extended. But the
tide has turned, and we are now altering the value of every acre more or less to the dis-
advantage of its anxious owuers, and of the value of the land in the market. And the per- -
centage added to the demand is simply changing the worth of (probably annihilating) all
the investments of years, which have been made in this, almost the only object in which an
agricultural population invest their savings. Can it be wondered that the people ask for rest
and are anxious? Will this Council again assent to lay on, on the top of all this, the unfair
and needless impost which I am earnestly pleading against ?

“In Oude, in the North-Western Provinces, in the Panjab, everyw/kere, the same pro-
cess is going on or has been effected, with the same disadvantageous effects on the incomes of
the landed interests, and on the value of the land. And rents are now taxed, or are soon to

be taxed, at from 20 per cent. to 50 per cent. in advance of the demand which the land has\
hitherto borne.

‘““In Bombay the same has been done, or is in the course of being done.

*“Why, my Lord, you have a suit pending there before the High Court of Bombay,
from the facts of which I gather that all the ancient settlements which have subsisted for
more than four centuries in the proprietary district of Canara are being setaside in favour of
a revision of the land-tax in South Canara—settlements which in the eyes of the people at all
events, and perhaps of the Madras authorities under whom the district was until 1861, have
had all the sanctity of an ancient permanence which was more or less ratified to them by our
early settlements in the beginning of the century, and again 50 years ago by the settlement
locally known by the name of the Tharao settlement. A wvery great increage in the demand
is apparently being laid on the incomes of the land-owners of that Province, for, from the
circumstances of the case I allude to, it appears that the increased demand has much more
than doubled the ancient land-tax, and the owners’ incomes are reduced in that proportion.
Can we lay on a revived income-tax on the burdened rent-rolls of the land-holders of
districts which are being brought under enhancements of this kind? These operations of
the Bombay Government carry a very serious menace against all the long customary setile-
ment of the west coast of India, and deserve the serious consideration of the Madras Govern-
ment and of the Government of India.

¢ In short, I maintain that a special and sufficiently exacting rule of assessment and of
imperial taxation is applicable to the land-tax, and this assessment of taxation on the rents
and incomes of land-holders of this country, and we must confine ourselves to that rule and
principle and must not inaugurate a new and inapplicable system of double taxation.

¢ [ need scarcely say, my Lord, that [ know the argument advanced in favour of the
double imposition which I am contending against, viz., for the income-tax on landed incomes
plus the enhancements of land revenue which I have endeavoured so fully to describe, on
the ground that the land revenue of India- is not taxation, hut rent in the European sense
of that word. 1 have read such assertions as that the land of India is universally ¢Crown-
land,” and that its Native proprietory are mere ¢ Crown-tenants’ of the State. I may cite the
ideas and use the words of Professor Fawcett, the apostle of this doctrine. That schcol
apparently holds that we are here as conquerors who have acquired the actual ownership of °
the soil from our predecessors by the right of the sword, and that our Indian subjects are mere
‘tenants who pay.rent for permission to cultivate the soil; that the State exercises over it
(the soil) the same rights of property as an Znglish landlord exercises over his own estate..
That the Government of India takes the place of individual landlords, and the cultivators of
the soil rent iheir land from Government instead of from private land-holders.” In fact
this school holds that India is at our feet, devoid of rights or property; that no property in
the land whatever appertains to its people, and that they who till their native soil are the
agricultural serfs of the State,

T believe, my Lord, that these sentiments are absolutely at variance with the constitu-
tional conditions and the agricultural history of this country, are at variance with the truth
and real facts of the people’s agrarian institutions and rights, and are utterly repellant to the
just, sound, and conciliatory policy which has built up this Empire.

¢ The agricultural laws and usages of this country ate, [ believe, absolutely satuvated
. with the principle of popular proprietary right—Oriental indeed in its character and in-
v,—8 :
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cidents, yet ancient, real, and fondly cherished. In practice, our treaiment of these rights
has not Deen at variance with this immemorial condition, and our policy has in general tended
to" comfort these conditions. They are, of course, guite consistent with the demand of a
moderate and fair contribution from the land-owners and their property, towards the needs
of the State, as recognised by the immemorial law of the country.

< No, my Lord, the appropriated and agricultural land of South India at Jeast is not,
and never has been, as a rule, ¢Crown-land.” The proprietary right of the State in any
‘actual soil has been limited to escheats and unclaimed wasle.

<« The 1ight which the State kas possessed is that of imposing what iu - practice became an
unlimited amount of fiscal burdens; and our predecessors exercised. that right too often to the
extinction of the value of the land and practical destruction of the owner’s rights. But there
was, as a rule, in South India at least, no confiscation. = Lord Lawrence’s wordsinadequately
pourtray what has occurred in our times in many parts of India. Iappily improved prices
have now relieved the land. May we not again exceed.

«« The theory is, [ believe, ‘a mere war of words,” as was ‘said by Mr. Massey, a mere
confusiou of ideas, and 1 should not have ventured to trouble this Council with any remarks
on this matter had this thing not been used Aere, in ny hearing, for the disheartening purpose
of removing altogether from the list of [ndia’s burdens the liberal and ‘increasing - contribu-
tions to 1mperial needs of over pounds 20 millions.sterling now paid by the land-owners and
peasant proprietary of India. THad it not been used in order to justify an assertion which I
conscientiously believe to be an error, viz., that, instead of having been amongst the most
heavily-burdened  of péoplc, our Indian subjects are the ‘most lightly taxed of any country
under civilised government, and " that therefore the income-tax'on landed incomes is justfi-
able, and is in fact the only form in which the landed interests are now made to contribate
anything to the -public-exchequer.

< I dissent absolutely from this view of the matter. In many parts of the Continent the
laud tax forms, as it does here, a larger proportion of the public revenue; bat this.fact has
never been used in support of the confiscatory doctrine which I am venturing to repudiate.
‘Thie proprietary are not tenancy.

*No, my Lord, the native soil of India‘is the property of its rural population, and the
very heavy contributions derived from the land and its proprietors are, in the strictest sense
of the word direct taxation in its most drastic and searching form, . It is heavy enough.

** The very essence of our settlements is to ‘ascertain the rental, or net profit of cultivation,
and then to take, in the form of direct taxation, 50 per cent. of that ¢ncome as public revenue.
Onr Land Revenue Collector exercises no one of the functions which would belong to the
agent of a great State landlord. He caunot. collect the rent-roll,, oust a single occupant, or
change # single tenure.  He cannot succeed to, transfer, sell, appropriate, tior interfere with
the ownership of a single acre of appropriated land. He caunot dictate a rotation of crops, or
meddle with the cultivation of the soil in any way. These incideuces of property belong to
the Native proprietary. The State can only fax; and it kas used that vight witl most
stringent severity, in tines now happily past,.and still its hand is not lighf. Even when
defanlt is made in respect to the limited claim of the State on the land, the Collector can only
vealise the demand by the sale of Lis debtor’s property, moveable or immoveable, and by the
incarceration of the defaulter, in the smne mauner as any other ordinary creditor, In short,
the land revenue is, 1 hold, heavy direct taxation, and not renz, and we cannot fairly tax-—
with periodical enhancement—the rent-rolls of the country by double direet taxation uncer
a land revenue rule and also by an imperial income-tax such as that which has expired.

““ But, my Lord, while I hold that an income-tax levied on already very heavily-taxed
imeomes derived from land is wajust, and that therein the analogy of England in no way
holds good in India, I fireely avow that a tax on incomes derived from other property and
from taxable industries is u fair and equitable impost, if the emergent necessities of the State

_justify recourse to a form of taxation which is, in all lands, so unfair in its incidence, from
- moral and other causes; and is so odious, from its inquisitorial and arbitrary character, to
~ evany people of every clime and natiouality.

1 fally recognise the principle of this form of direct-taxation, but'as a practical questior
%.ca?}‘-‘:% adY‘!??!&e_!{{l impetial tax of this character for India. I have had lengthened expe-

; -e.“f'ff] of "I'l!; : ;d_l}_uvmstmtign of such taxation from its existence in certain forms in the Madras.

o Presi e“f’) during the ﬁl'StéW&énty years of my acquaintance with that part of India ; and 1
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have extensively studied its working and its effects during the last twelve years’ under a
variety of enactments, and L consider that taxes on such incomes are eminently unsuccessful
as imperial taxes. Still what is practically an iucome-tax on moveable property,-profits, and-
various industries has had a prominent place in Oriental Economic Science in all times.
Among the sources of revenue enumerated in Mr. Wilson’s programme of  Indian taxable
sources already quoted, we find ¢ taxes on commerce, and a very small annual imposition on
petty traders and shop-keepers’ * % # « Merchants are to be taxed, it is added,
on consideration of the prime cost of their commodities; the expense of their travelling
and their nett profits, and so on; and again, quoting from the words of the late Sir
Walter Clliott, we read ¢it (an iucome-tax) is an ancient tax declared to be legiti-
mate in old Hindd books, and the verse (in Men() which 7restricts the land-tax to
oue-sixth of the produce, and declares two per cent. or one fiftieth to Dbe the pro-
per tax on the profits of trade, and “that a mere trifle should be taken from meaner
persons  who subsist by traffic.” There 1is, therefore, no doubt that taxes on such
imcomes are sanctioned by ancient Hindd law and usage. The Mortupha and Vesabuddy
taxes of the Madras Presidency are immemorial examples of this law and usage, and it appears
from the reports of the late Honourable Mr. Mountstuart Elphinstone (cited at page 564
of the same debate), and other information carefully collated by Mr. Wilson, that taxation of
this character has found a place in the fiscal system -throughout India. Every avgument,
therefore, that can be advanced in support of an income-tax of  this limited character, prevails
in respect to an income-tax on moveable property, mercantile profits, and industries, and the
like in this country.

“ But there can be no quesion that every moral and practical objection and difficulty
which finds place in Europe, America, and elsewhere, in respect to the enforcement of a tax ou
incomes derived from such sources, is erroneously exagoerated, is far more insuperable in this
country than anywhere else. Nowhere does graver truth and weight attach to the careful
summing up of the practical and moral obstacles to its enforcement which Mr. John Stuart Mill,
himself an advocate for such direct taxation, has recorded in the following pregnant paragraph
of his great work :—¢ 1t is,” he says, ¢to be feared, therefore, that the fairness which belongs
to the principle of an income-tax cannot be made to attach to it in practice; and that the tax,
while apparently the most just of all modes of raising a revenue, is in effect more unjust than
many others which are primd facie more ohjectionable. This condition would lead me. to
concur in the opinion which, until of late, has usually prevailed, that direct taxes on incomes

_ should be reserved as an eztraordinary resource for great national emergency in which the
necessity of a large additional revenue overrules all objections.’

This, my Lord, is I believe specially and absolutely true of India. These views are con-
tirmed by the opinions of more thau one of our Finunce Ministers, and-of many experienced
and honourable gentlemen who have sat in this Council, and I think that the opinion of the
majority of officials who are competent to form a sound judgment, together with the con-
sensus of all public opinion outside, is that an émperial income-tax of this kind has at all
times proved financially a failure, morally an evil, and politically a blunder in this country.
It was so with the Mortupha and Vesabuddy taxes in the Madras Presidency, and other
instanices might be cited.  But new financiers will not believe that the thing has been tried
over arnd over again in vain. L can assure your Lordship that nothing which has occurred,
or which has been said or writtensabout the income-tax of these lutter days, con exceed in
condemnatory force the fucts which has occurred and truths which had been recorded in
respect to our endeavours to carry out the old native income-taxes of South India in days
gone by. It all applies to the tax under consideration, and the conclusions are strengthened

. und vindicated by the story of its administration.

¢ My Lord, an income-tax of the kind which I admit to he just has failed ever since
we held the country, at all events ever since we attempted to vule it without resort to native
practices and fiscal torture. Our lale income-tax has fared no better, and it was really only .
administered, even lamely, by the steady application of that moral torture, that fiscal thumb-
screw—arbitrary surcharge.  As it scems to me, the mere facts that we are forced to adopt
what is a very high rate of income for this country as the minimum below which we scarcely
dare carry our assessments, and that we are forced to attach to its administration the impoé-
sible condition that none below the rank of a Tahsildar or Deputy Collector shall be employed
in rating incomes and profits, are pregnant prools of failure and inherent difficulties. X

“As I said last year, [ am perfectly willing myself to pay an income-tax at a muck
higher percentage than I did under the dead law; and I believe that every European in the
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country would be equally loyal, did he see the necessity. But I do not believe that it is
possible to raise anything like a true percentage on the incomes of natives of this country
“which arve ‘derived from these sources, or to administer the tax with any sort of: efficiency.or
certainty, and without resort to most objectionable practices in order to ascertain profits and
estimate incomes, while a door for great and almost irrepressible irregularity on all sides is
set wide open by the attempt thus to reach resuls which at best can only be insignificant and
dearly bought.

<1 think that it is proved beyond doubt that the income-tax is drivin‘g the people of t.h?
country into sullen antagonism with, and suspicious alienation from, the Government and its
officers. Those practices for the concealment of property are reviving which were rfe under
Native government, but were disappearing before a more enlightened administration when
this income-tax policy was unhappily inaugurated. . Even respectable and educated classes
are agdin satisfied to put up with bad accommodation, different clut!nng and the (.)utward
feints of poverty ; while on the other hand, falsification of accounts, bribery, corruption and_
evasion are resorted to in a manner which it would have been worth len times the proceeds of
the tax to avoid.

«My Lord, I cannot conceive how this Council can require or expect any oue to adminis-
ter effectively or well in this country a tax which (under schedule D) is, we know, very largely
abused and evaded even in England, which is repudiated by financiers in France, condemned
by finunciers in America, and by many of the best judges wherever it is known, condgmn?(l
for those very reasons, moral, political, and social, which must even wreck such taxation in
this country.

“ My Lord, facts have proved beyond cavil that we cannot do so. Railing and disheart-
ening imputations against hard-worked and honest servants of the State of all grades will not
better things, for the evils are inherent and absolutely inseparable from imposts of this kind,

*. tried wherever they miy be.

¢« QOne further remark and I have done. I have been equally astonished by the excite-
ment which has been caused by the honest home truths-told in' the Council by my friend the
Honourable Mr. Inglis, and others last year, and by our honourable colleague’s (Sir R.
Temple’s) wilful reluctance to believe us and the host of testimony which kas transpired,
although your Excellency has not been pleased to give us access to all the papers. Nothing
bhas been said which hasnot been repeated over and over again by those who have best
known the country, from its carliest time to its latest. In this Council the late Sir Henry
Harington, in words quite as strong as my honourable friend’s Sir Bantle Frere and various
others, have borne like testimony. And were I fo dare to endorse the assurances which the
Honourable Siv Richard: Temple has ventured now to offer to this Council in respect to the
removal of abuses, I should simply belie what the political, social, and fiscal history of India
teaches us in these matters, viz., that the strong will prey on the weak, and that the most
respectable will resort to corruption and evasion under fiscal imposts of this character.

“My Lord, T cannot accept the Honourable Sir Richard Temple’s strange assurances.
1 do not belizve in the possibilily of removing the exaggerated forms of the abuses which
are inherent in taxation of this character, aud I will, therefore, vote aguinst reviving the
condemned and dead thing in any form whatever.”

The Honourable Mr. Ingris said :—My Lord,—I shall vote against this Bill. 1 do
0 because I am convinced that the imposition of an income-tax this year is altogether
unnecessary, either on grounds of financial necessity, or for any other reasons. The only
semblance of an excuse that can be urged in favour of the measure is the small deficit shown,
on the budget estimate prepared by the Honourable Sir R. Temple for the current year.

Q’OW, I .ﬂlillk that our experience of the honourable gentleman’s past budget would fully jus-
. tify us, if' we determined to leave the small deficit he estimates to be provided for at the

close of the year, if it had not by that time disappeared of itself, as it most probably will have
done. In 1870-71 the honourable gentleman estimated for a deficitand put on an income-
lax.to meet it. The result was a surplus of over 1% millions. In 1871-72 he again

estimated for a deficit and put on the income-tax to meet it. The result is a sarplus of over

’%&;}}gll}gns- He now comes bgéfore us for the third time with a small deficit, which he proposes
o T::;::?e::}t? old way. 1 think that our kno\vled.ge of the honoura.ble gentl.emau’s tendency

e ;‘;_‘lmste h}s receipts warrants .the gouc'lusxou that he has again committed _the error of
past years; and that this year, ushered in, like its predecessors, " with a small deficit, will, like
‘.;su:plus; but even if it were thought inexpedient to rely on this

-
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expedient, and leave the small deficit to take care of itself, I think it would have been better,
with the cash balances standing at 24 millions, or more than double the amount Mr. Wilson
thought necessary, to have charged the deficit to the surplus of past years, 1'ather_t'hzm to
provide for itby the re-imposition of this mischievous tax; for I deny thatits re-imposition t:hls
year, when it is not wanted, will in any degree remove the difficulties in the way of making
it a permanent source of income, should this even be considered desirable—any more than its
abandonment now would have added to these difficulties.

¢ The Honourable Mr. Chapman was good enough just now to draw my particular
attention to an extract he received from a letter from the Lieutenant-Governor of the North-
Western Provinces, and to suggest that [ should give the opinion therein expressed my very
serious consideration before voting on the Bill now before us. [ am happy to be able to
inform the honourable geutleman that I saw the letter he refers to some time ago, and that
I have given it very careful consideration. He will pardon me, liowever, if I say that I fail
to perceive how the opinion expressed by Sir William Muir supports the position he has
taken up.  Sir William Muir says that, if money must be had, he would not object to raising
it by an income-tax fenced in by restrictions and conditions far more stringent than any
that have as yet been adopted. Now the honourable gentleman throughout his whole speech
. has carefully explained to us that he does not vote for an income-tax this year because he
considers it financially necessary ; in other words, he does not think that money must be had ;
but he tells us that he votes for the tax because its.re-impositivn this year happens to be in
accordance with some crotchets he entertains on the subject of direct taxation. 1 can see no
connection between this opinion and that expressed by Sir William Muir.

“T do not intend to say much to-day on the bribery and corruption, the extortion and
oppression, which have been so generally charged against the tax ; it seems unnecessary to do,
so as all that has been urged against the tax on this score has been fully corroborated by the
reports made public during the year, and would, I am convinced, receive further confirmation
were the papers asked for by the Hounourable Mr. Bullen Smith produced, as I have no
doubt they will be, should the honourable gentleman at the head of the Financial Depart-
ment ever ask leave to introduce into this Council a Bill to make the tax permanent. 1 wish
to say, however, that I deny that the change in the limit of taxable incomes from Rs. 750 to
1,000 will do away with bribery and corruption. I allow that this alteration will afford
relief from much suffering to a large number of the poorest classes, and that the opportunitics
for oppression and extortion will be diminished, but I maintain that, whatever be the limit
fixed, bribery and corruption will always accompany the levy of this tax in India.

“ I suy this from my own personal knowledge of how utterly impossible it is for any
District Officer to make the assessment without the assistance and local knowledge of the
Native officials. It would really seem as if'some people thought that the District Officers
could tell' a man’s income by merely lvoking at him. Unfortunately they do not possess
this faculty, and are compelled to rely on information obtsined from Native officials and
others when they apply to their Districts,—in the first place the lists of persons liable to
assessment can only be prepared after local inquiry carried on through the lower classes of
Native officials. Now local inquiry by Nativesas to who is, and who is not, to pay income-
tax is merely another name for bribery and corruption ; and then, when these lists have
been made out, the District Officer must fall back upon information obtained from the same
sources to enable him to estimate theindividual income of the persons liable to the tax, for it
must be remembered that the assessments are not, as a rule, made on the returns given in.
If this were the case, the estimate of the probable yield of the tax framed by the honourable
gentleman at the head of the Financial Department would have to be very considerably
reduced; to what extent this surcharging has gone lately it is impossible to say, as no returns
on this point have been called for, but the statements submittted with the report on Mr.
Wilson’s tax showed that of every 100 persons assessed to the tax only three were assessed in
accordance with their returns, and the amount surcharged was nearly 300 per cent. above
the amount of the income stated in the returns given in.

¢ To show the difficulties the District Officers have to contend against when assessing
their Districts to this tax, 1 will read a few extracts from reports of officers who have taken
considerable interest in the matter.

¢ The Collector of Cawnpur says :— ,

- ¢ The District Officer must of necessity, in the first instance, employ his tahsildars
prepare the assessment lists, and the latter must get his information as he best can ; his
v.—85
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only avaiiable source is the village patwari, who, as'a rule, will only include those w/z_o
have not paid kim (o omit their names. The tahsildar alivays, provided he has been resi-
dent any time, will of course have his local knowledge to fall back upon, and he will be
able in a measure by local investigation to find out whether the patwart has entered the
names of men 7ot liable to assessment; but as to finding out those who are !mble b'ul:
have been omitted, if he did little else during the whole year, ]1(; would not discover 30
per cent, of them, so determined are all to conceal the incomes of one m‘lothcr. I appre-
hend, then, even the most acute and energetic Assistant and Deputy Collector when on
tour, which, on account of his other equally pressing duties, must necessarily be short,
can do little more than remit unfair assessments, flooded as he is sure to be by appeals,
if he goes into the sub-division at the time of assessment and with every one bent upon
misleading him.

¢To put this in a stronger light, we will take the case of a tahsildar in charge of an

“ average sub-division in the Doab containing about 300 villages, an area of 260 square

miles, and a population of 130,000. His local knowledge must indeed be great if he is
in a position to state accurately how many people there are whose incomes exceed  Rs.
500 per annum ; and if this is, as I hold, nearly impossible for him, how much more so
tor the Assistant Collector, who probably has not been connected with the District one
quarter the time the tahsildar has, and perhaps hardly at all with the sub-division over
the assessment of which he presides. g

“I have already enlarged on the difficulty of obtaining information, and I only now
want to draw the attention of the Government to the fact that ab initio the Collector’s
work is guess-work, founded on information more orless trustworthy. = This guess-work,
when put to the test of appeal, resolves itsclf into certainty only when documents are
produced. When, however, as is most frequently the case, there is no documentary
evidence, the Collector has to defend his guess work by simply disbelieving the evidence
of the appellants’ friends—undoubtedly a very unsatisfactory dilemma for the Collector,
and one which certainly goes far to make the work distasteful.’

¢ The Collector of Azimgarh says :—

¢ The more I see of the working of the income-tax year by year, the more I feel con-
vinced of the utter hopelessness of expeciing to ascertain with any degree of accuracy
what a Native’s income is. It is a subject upon which Natives are very averse to in-
terrogation, and on which they are prepared to deceive (he assessor as far as lies in their
power, while at the same time there really are in most instances no reliable means of as-
certaining the truth.’
¢ The Collector of Ghazipur says :— ‘ :

¢ I may here mention that, as it seems to me, a fallacy lurks in the opinion which
has been expressed, that because the actual percentage of tax-payers to the population is
not large the tax is not unpopular. In this district the tax is: disliked not only by
the persons who ultimately pay it, but also by those who, after assessment, obtain remis-
sion at last with considerable trouble, and also by those wmen who are never actually
assessed, but who expend considerable sums in fees to pargana and village accountants,
and other subordinate officials, to save themselves from being mentioned to the tahsildar
or Collector for entry in the assessment rolls.’

¢ The Collector of Minpurie says :—

¢ It will not probably be saying anything the Board do not know already when [
remark that the tax isa very unpopular one. Europeaus are more or less accustomed
to it, but Natives have a peculiar dislike to all direct taxation, and, especially to a tax of
.this description, which is not universal, but falls on some, while others, but shghtly differ-
ing in means, escape. The inevitable and immediate result of all inquiry, with a view
to the administration of the law, is an unblushing course of deception by those coming
within its operation. There are honourable exceptions of course, but the rule is what [
have stated, and evasion and deception, with a view to escape, is not considered dishon-

~ ourable in any way to those wlo practsie it.

 “In such light is the tax regarded that influential and thoroughly respectable
Persous draw back from rendering any assistance to the assessing officers, unless great

ought to bear, on account of the odium that attaches to those who are
betray their friends by giving information regarding their means.’

considered to

.
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“The Collector of Goruckptr says:—

It is possible for a very painstaking tahsildar, possessed of some conscience and a
great deal of prestige in his jurisdiction, so to keep his patwaris in hand that gross
relalive is-assessments be not made—i.e., that if Loutun, bannian, has (reputedly)
three times or four times the income of certain others, say, Roushun, and Pubbaroo, and
Seetul Pershad, then that Loutun shall be assessed, say, twice or thrice higher than the

three others, aud not less than them (as constantly happens where the patwari is not
looked after.) .

¢ Much more accuracy than this I do nof believe in. . Any amount of figures can be
cooked up by a wealthy mahajun, and a rechawffé can he made thereof by a Collector or
Deputy Collector.

¢ I'ew officers, 1 imagine, have any faith _in such figures. Ior my own part, I
candidly confess I have none whateverin nine cases out of ten where bukes are produced,

and in the tenth there is generally some fundamental omission which vitiates all
deductions. :

¢ Itcomes, then, to this ; that the tax is of the nature of a ¢ benevolence” or “aid,”
and that the Collector is the almost irresponsible estimater and fixer of the quota which
each man.has to pay.’

“These extracts show very clearly the difficulties that beset District Officers when mak-
ing assessments to this tax, the worthlessness of the implements they are compelled to use,
and-how impossible it is for them, few in number as they are, to prevent the bribery and
corruption that goes on.

¢ But over and above this bribery and corruption, which the District Officers are power-
less to prevent, there are many other very serious and grave objections to the tax, which would
remain unaflected by any alteration in the taxable limit, or any change in the time of year

the assessments are made, and which would not be removed by making the tax a permanent
one.

“ It scems to me that latterly we have fixed our attention so exclusively on the bribery
and corruption, the oppression and extortion, that are inseparable from this tax, that we have
allowed these other evil consequences attendant on it, grave and important though they are,
to drop in some degree out of sight. I shall therefore notice a few of these. I shall do so
very briefly, as [ have no desire to weary the Council, and to protract unnecessarily this al-
ready lengthy debate, -

“ First of all, then, the tax is, from its inquisitorial character, the form of taxation most
disliked and detested by the Natives of this country. They all dislike, with an intensity we
have no conception of, to make known the amount or the sources of their incomes; and the
inquiries that have to be made to ascertain this are most distasteful to them. This feeling is
peculiarly strong among the trading classes. _Its existence is so well known, and the impolicy
and danger of runuing counter to it is so thoroughly understood by all Native Rulers, that
there is no instance on record of any Native Government having resorted to a general income-
tax, although they have, at one time or another, imposed almost every other conceivable form
of taxation on their subjects.

[ think, my Lord, that this general and strong feeling of dislike to this form of taxation
on the part of the people of this country, about which there is no doubt, and which [ have
never heard the most thorough-going advocate of the tax attempt to deny, is of itself a suffi-
cient and unanswerable argument against the imposition of the tax by a Government situated
as ours is.

¢ Again, the assessments to the tax are in this country pure guess-work from first to last,
—guess-work based on information which is known to be worthless. The argument that an
income-tax falls with equal pressure on all who come within its scope,—that by it persons
who would not otherwise contribute towards the cost of the Government under whose
protection they live are made to pay a fair and equal proportion of their incomes—whatever
- may be its worth—and I have not much opinion of it myself—applies in this country only ¢o
fund-holders, and to persons holding appointments the salaries of which are known. The
assessments on the mass of the peaple are pure guess-work, and can be reduced to no fixed
percentage on incomes whatever. They are simply based on estimates made by the District
Officers on the amount of individual incomes from such information as they can collect, but
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are made on no relinble data whateversymply because it is impossible to get any. The tax
consequently falls heavily on some, lightly on others, while some get oﬂ.altugether; but very
.few men actually pay one per cent. on their real incomes; and the fax is really what it was
styled in the extract I read out from the report of the Collector of @«)ruc_:kpur, a ¢ benevolence
or ‘ aid’ extorted from the people. It has no pretension whatever 1n this country to be called
an income-tax in the meaning really attached to those words.

* Again, the imposition of this tax on the interest of the Government debt is regarded by -
every Native throughout the country as a direct breach of fuith on the part -of Government.
Once and once again when the tax was first put on, Natives came to me with their Govern-
ment notes, saying, l.ook here, in this the Government distinctly promises to pay me
Rs. 50 a year for every Rs. 1,000 they have borrowed of me. Isend my note to the
Treasury and get only Rs. 48. How do I know that next year something more may not
be cut, and eventually they may perhaps pay me nothing at all? Our credit in this country
has thus been very seriously damaged by. this tax. I have no doubt that the Honourable
Sir R. Temple will presently tell the Council that the price of the. Government securities was
never so high as it is at present, and that this fact is scarcely compatible with the damaged
credit, I.reply to this that the prices now ruling are solely due to investments in England,
. and that this fact does not in any way affect the truth of what { have just suid. 1 find, from
a statement -1 obtained from the I'inancial Department, that of the whole debt due by India
only 16 millions are held by Natives of this country, and of this sum only 3% millions are held
by Natives out-of the three Presidency towns; if we deduct from this the sums invested Ly
Native Princes, some of whom pride themselves on lending money “to the Government, and
the sums invested by persons who are obliged to give security in Government paper for
the due performance of contracts, or for the proper discharge of the duties. of offices held by
them, the balance in the hands of the general public will be very small, and, small as it is, this
amount is, I believe, diminishing every day. Lord Macaulay in one of his essays boasts that
such was the confidence felt in former days by the people of this country in the good faith of
the Company, that the Government had only to open their treasuries throughout the country,
with the promise of a small rate of interest, to obtain any amount of mouey they wanted,
while the Native Princes were unable to obtain a rupee on loan {rom their subjects, although
they offered fabulous rates of iuterest. If he were writing now, he would have to modify
these expressions very considerably. I believe that if a loan were now opened in India and
confined to Natives, the amount of subscriptions offered would be very trifling. I charge the
income-tax with this.

“Lastly, the income-tax has brought a most unfortunate change in the relations hitherto
existing between the district officers and the people. Iormerly the district officer was looked
upon as the friend of all, the man to whom all might go for assistance and advice—whose
advent, when out on tour in the ccld weather, was everywhere weleomed : all this is changed
now:: the District Officer is beginning to be looked upon as the common fve, as the tax-
gatherer whom all should shun, and to whom no information that ecan by any possiblity be
withheld should be given ; in short, as the Amil or the Chakladar of a Native Government is
looked upon. With reference to this, I will read extracts from the following reports :—

¢ The Officiating Collector of Allahabad says :—

“The utter absence of any trustworthy data on which to estimate the income of =
petty trader who keeps no accounts, and the all but impossibility of obtaining any infor-
mation about his business and his habits except from his enemies, render thebproper as-
sessment of this tax, in the majority of instances, simply impossible. Tn’ many instances
no doubt, a fair estimate of income is arrived at, but there must be numerous cases ir;
which it is very far from correct. ‘ &

‘L speak from a large experience of the working of the tax under its varions dis-
guises of centificate-tax, &c., and I have been unable to change the opinion I formed of it
during the first year of its revival, and that is that the tax is a good oune for official com-
panies, and large firms, whose means are easily ascertained, but that in other cases the
objections to it increase in proportion as the limit of taxable income is lowered.’

A 'I;h;: Officiating Collector of Saharunpur says :—

% ; m dﬁdlli;lt t}u;;'e never was such unsatisfactory work, as the assessment of an income tax
e ﬁie’ﬁ;h ek 1ab.ve, 1nf my for;per reports, expressed my opinion f{e'ely against the tax,
andrereed :e?b okt the more convinced am I of its unsuitability to this country,
X mpossibility of assessing it Justly. Itis a tax which has been truly described

s



313

as ¢ odious to the people and to the officerswho have to assess it.” Itis not only a mis-

take financially, but it is a mistake politically . it keeps up disco ntentandirritation among -

the people; it is demoralizing to the subordinate officials who assist us in assessing it,
&e. ; worst, perhaps, of all, it weakens our administration and lessens our power for doing
good, by undermining and destroying the influence of our District Officers. The same
people who many years ago used to crowd round and delight to talk to a District Officey
when he visited their villages, now distrust him and fly from him because he is a tax-
collector. A District Officer can hardly ask a question from a Native now without,
exciling the suspicion that he is trying to worm out some informaticu abont his or
his neighbour’s income. It is our duty unfortunately, as servants of Government, to
assess this tax. DBut still itis also our duty to protesi as loudly as we can against it—
to point out the evils attending it—in the hope that some day the Supreme Government
may listen to us, and may be convinced that the tax is not one which 1s ‘suited to India. ’

The Officiating Commissioner of the Meerut Division says ;:—

“The Collector’s remark regarding the unpopularity of the tax and of its injurious
influence in tampering with the loyalty of thie people, is only an echo of the opinion of
every District Officer with whom [ have spoken on the subject, There cannot he a
shadow of a doult as to the truth of Mr. Jenkinson’s remarks, and I would observe that
no one is in a better position to pronounce on such a subject than a District Officer who
is constantly in intercourse with the people of his district.

Tt is not fair to discredit the unpopularity of the tax, simply because the provisions
of the Act are carried out. The people see the utter usclessness of opposition, and
District Officers feel their own helplessness. The position of the Districe Officer is
rendered a most odious one, and the affection and good will of the people are alienated.
It would be hard to sum up the indirect evil thus caused by the estrangement between
the governed and the rulers, but it is an estrangement which creates many difficulties,
not only in ordinary intercourse, but also in the collection of information on any new
subject.”

I believe that what is said in these extracts will he confirmed by every District Officer

who has been in the habit of associating frecly with the people; they all feel the change and
lament it.

To illustrate my meaning I will give two instances, out of dozens that I might quote:
that have occurred lately.

When Lord Mayo went up country, the stud stallions were called in at one of the statious
he stopped at to be shown to him. The zamindirs in whose charge they were came in
wretchedly dressed. ‘The Stud Officer told them that they were about to see the Viceroy,
and that they ought therefore to come in their best clothes. 'L'hey replied, yes, we know that,
but the Collector Sahib will be present too, and if we dress ourselves well, he is certain to
put us down for the income-tax.

A Deputy Commissioner in one of the Non-Regulation Provinces a short time ago, when
on his cold weather {our, came to a town celebrated in that part of the country for its manu-
factures of brass utensils.  The main bazaar is one long line of workshops, where, as the
natives say, the sound of the hammer is heard day and night ; this is one of the rights of
those parts. Accqrdingly, the Deputy Commissioner said he would ride down and see the
people at work. When he got to the town, he found every shop closed, aud all work stop-
ped. On ringing he found that the people thought he was coming to make some inquiries
relating to the income. Accordingly they thought the Dest way to treat him was to act us
they had been accustomed to do towards the Chakladar under the native rale, and shut up
their shops.

Now, when we recollect that in the Mofussil the District Oﬂ'lcey is in the eyes of the
people the representative of the British Government—in fact the British Government itself—
this change in their feeling towards him indicates motive for very serious thought, on which,
however, I will not enlarge now. ; s

I affirm then, my Lord, without fear of contradiction, that this taxis of all forms of
taxation that can be desired the one most disliked and detested by the people of this country ;
that its assessment is everywhere attended by bribery and corruption, and, when the limit is
‘low by extortion and oppression, as well that the assesment when made are pure guess-

Vi
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work that it has caused widespread discontent and disaffeciion; that it has seriously damaged
our credit in this country ; that it has brought about a change in the feelings of the people

towards the Distvict Officer which is fraught with evil consequences.

1 have no doubt that I shall be told presently by 'tlxc Honourable Mr. E.llis, as he has told
me on one or two occasions previously, that of the evils T have charged ugainst the tax some
are imaginary, some are 100 highly coloured, and t;.hat those that do exist are owing 10 mal-
administration on the part of the officer charged with the assessment of the tax. Now, |
would assure your Lordship that this is a grievous mistake. T affirm that this bribery and
corruption will go on in spite of the strenuous efforts of the District Officer to preyent._thcm, and
that there is no rewmedy in this as long as the tax has to be usses§ed _l )y a few English officers
on the vast population of this country. 1 m:}mt?in that if the Dlst!'lcl, Olﬁcers had not. been
nien unsurpassed by the members of any service in the world for their devotion aud zeal in the
discharge of their duties, and for their unsparing self-sacrifice in their efforts to protect the
people from extortion and wrong, that the difficulties which now attended the assessment and
collection of this tax would have been far greater than they have been, the discontent engen-
dered by it will have been more general, and the bribery and corruption far worse.

We impose an impossible task on our officers when we order them to assess this tax, and
tell them at the same time to prevent the bribery and corruption which are inseparable from
its assessment in this country, and when they fail, as they must do, it is unfair to attribute
this picture to any neglect or supineness on their parts.

His Honour taE LicvteENanT-Govirnor said that he did not mean to commit himself cne
way or anotlier as to the question of an income-tax. When the Bill was introduced, he had
given his reason for assenting to it on the present occasion, and he would not now go heyond
that. He had listened with much interest to the speech of his honourable friend, Mr. Inglis,
and he was quite sure that the objections to an income-tax could not have been put in
a better way than that in which they had been put forward by his honourahle friend in one
of the very best speeches which His Honour had had the good fortune to listen to in this or
any other Council. It appeared to His Honour, however, that there was a great deal to be
said upon both sides of this question. Theve was not the slightest doubt that the tax wasin

a great degree open to most of the objections which Mr. Inglis had so forcibly put before the
the Couucil. There must always be inequalities in the assessment of an income-tax, and in
this country it was especially so. If the tax was to be retained, s Honour was inclined to
think that we ought considerably to alter its form. He had before expressed the opinion
that the tax fell unfairly upon Europeans, and he thought there should be a distinction be-
tween property and income ; still some tax on the rich was much wanted. = Allusion had been
made to the salt system of India ; he thought he might say that, in his opinion, the evils of
the income-tax would be counterbalanced if it gave us the means of putting the salt-tax upon
. a complete and satisfactory footing.  And altogether he wasinclined to believe thatif we gave
up the income-tax, we must find some other tax initsplace. The opportunity had lately been
atlorded to the local Governments to make experiments in taxation. It was perfectly tine, as
hiis honourable friend, My. Robinson, and others had told the Ceuncil, that in some parts of
India the Government had raised considerable sums by means of local taxation. That taxa-
tion had principally taken the shape of an extra cess upon the land. His Honour believed
that there had been also a sort of poll-tax on the non-agricultural. population in the Bombay
Presidency, which he understood had not been very successful. e thought that was the
only new tax tried in any part of India. We had not been successful in finding new niodes
of taxation. It seemed to him that when the expenses were increasing from the growing
wants of civilization and the diminishing value of money somchow or other we must find the
means of meeting that expenditure ; and if we pursued the plan lately in vogue of limiting
the land-revenue, we must find some other means of meeting the growing expenditure where
the revenue did not grow in proportion.
s Hoxour might more especially illustrate the matter by referring to the provinces
2 Which werc under his administration, where the tax upon the land was fixed for ever. In
~ those provinces it was indisputable that the land-revenue was now reduced to what he might
~ almost call a small quit-rent. It seemed clear that if we were to improve the mode of g‘oveT'n-
g b&';qtroduci.ug expensive modern systems, we must find other modes of taxation. FHe
coﬁn@-}g%:}:r‘l‘g"ll% Bengal was, as regards the rich, one of the most lightly taxed
AT M 2 '13 w;:lll,t.o-do people of Bengal, es.pgclally those in the permanently
R ived the greatest benefits from DBritish rule, and for those benefits
J “Rostntnttesimal sum in-the  way of taxation. He had prepared some
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figures which he wished to lay before the Council upon this subject. He would only -
ask the Council and his native friends who complained of excessive taxation to consider
these figures, and then to say whether the rich and wealthy people of Bengal paid more
than an .infinitesimal amount of taxation. He thought even his honourable friend Mr.
Robinson, would not assert that the small quit-rent levied from landholders in Bengal was
in the nature of taxation. On the contrary, he said that so far from taking from the
landholders any tax on account of the land, we had created in their favour an enormous
property which never existed before. We knew very little of the resources of the land ;
but this he might say, that the revenue derived by landholders was, out of all pro-
portion, large compared to the revenue paid by them to the Government. Take the heaviest
assessed district in all Bengal, viz., Bardwan, in which the public revenue was so much as
thirty lukhs of rupees, and even in that district the result ofa reference made to the landholders
themselves under the late rule was such as to show that the rent received by them was at least
four times the land-revenue paid to Government; and in many places it was six, seven and
even eight times in amount. If that were so in the Bardwan district, which was by far the
most heavily-assessed district in Bengal, what was the proportion in some of the Eastern
Districts, where the revenue was a mere flea-bite in proportion to the rent of theland? Hrs
Hownour thought he might say that the annual revenue which we had created in favour
of the various classes of landholders of these Provinces, was probably more than twenty
millions ; possibly it might be soon even forty millions sterling. He had observed in some
papers that exception had been taken as to what had been said regarding the wealth created
in favour of the zamindars. It was argued that the zamindars had created numerous sub-
tenures, and that it was only in exceptional cases that it could.be said that they were very
rich. That was probably to some extent true. He was inclined to think that the sub-tenures
were beneficial to the country : the benefit of property in land was thus distributed among the
large middle class. At any rate, whoever held the land, it was held by the various classes
of upper and under-holders, and there was a very numerous class of well-to-do people who
had the means of living in idleness on the profits derived from their rents. e might say
that the revenue derived from the land, whether it amounted to Rs. 20 or 80 or 40 millions,
was a property which was utterly unkuown to any Native State ; and the four millions which
we took as land-revenue was in no possible sense a tax.

Then .we come to a larger source of revenue in the Bengal accounts, »iz., the Opium.
g g > Up

His Howour did not think that any gentleman present would say that the opium revenue
was a tax taken from the people of Bengal. On the contrary, the opium cultivation was a
means of enriching the people of the districts in which the poppy was grown. It was not a
tax upon the people of Bengal. Well, then, what were the taxes which were really
paid by these great provinces of Bengal, with a population which, he might say, the census
would show to be nearer 60 millions than 40 millions? What was the taxation horne by this
people? The taxation consisted in this—

The Salt duties .. £2,650,000
The Iéxcisc duties ... £ 700,000
The Customs duties, assuming grds of the total
collections to be attribulgble to Begal ... £ 730080
Stamp duties, by far the greater part of which} o 800,000
were Court fees .., AL i | !
Income-tax ... £ 200,000

Total ... £5,080,000

Including then the large amount of Court fees which are not usually reckoned as taxa-
tion, the amount of taxes levied from these 60 millions of people was, in round numbers,
about five millions sterling, or on an average about one shilling and eight pence, cr thirteen
annas per head of the population.

Then, how was this taxation distributed ? It appeared to His Ionour that it was dis-
tributed in a manner which fell infinitely more heavily on the poor than upon the rich., A
good deal more than one-half of the revenue was derived from galt, or about one shilling per
head. 'That was a poll-tax which fell equally upon the rich and upon the poor. The duty on
salt was generally: reckoned to fall at about one shilling per head, andit was sometimes said—
it was in fact constantly said by the rich—that one shilling a head could not he considered
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very heavy taxation ; it had been often repeated that a shilling per head per annum was no
great thing. But IIrs Honour would ask the Council to consider that-the shilling a head was
taken on the whole population—men, women, and children ; but it must be paid by the heads
of families, Therefore taking an average of five in a family, ¢ which the census showed to be
somewhat below the truth,” every head of a family bore a tax of five shillings or Rs. 2-8 a
year, on account of salt. - Now, what proportion did Rs. 2-8 a year bear to the income of 2
laboaring man : it was at the very least half a month’s income-; and it was therefore equiva-
lent to an income-tax of more than four per cent. taken by this single tax. That being so, he
did not think it could be said that the poor of Bengal were very lightly taxed.

.On the -other hand, a' very small proportion of taxation was borne by the rich
and the middle and the well-to-do classes of the people. He would take next theitem
of excise. That was the most legitimate .of all sources of revenue—the tax on spirits and
drugs—so long aswe do not stimulate the consumption, but rather check ‘it by taxation.
At the same time, he thought he might say that in this country the excise revenue was also
mainly paid by the poor. If the rich were unfortunately learning from us the eonsumption
of something stronger than water, they consumed spirits of Earopean manufacture, the duty
upon which went to the Customs revenue and not to the Excise ; and therefore he might say
that the Excise duty was mainly, or almost entirely paid by the poorer classes.

Then we come to the Customs revenue, under a tariff which His Hoxour apprehended
was one of the lightest in the world. In India a disproportionately large amount of the
Customs revenue was paid by the European community, and taxation on the rich natives by
means of the Customs.under the very light tariff was excessively small.

The Stamp revenue was, as he had said, principally made up of Court fees, for which
the people who paid got a quid pro quo in the shape of litigation in the Court. And the
result seemed to'be that except a very moderate proportion of the Customs, and a very small
proportion of the Salt” Tax, which the rich bore in common with the poor, the rich bore no
other tax than the income-tax which stood at only. £200,000 for this great Province. That
being so, it must be admitted that the real amount of imperial taxation on the rich was uot

reat. But then it was said—* yes, but there is the local taxation.” He said that the ery
which had been raised of the enormous burden of local taxation was without foundation.
That cry had been tuken up and repeated and believed by the Natives of Bengal. If we
were to accept it, we must suppose that the people were crushed by the most tremendous
local taxation. Ile had seen it stated somewhere, that 250 of the cream of the inhabitants of
the city of Moorshedabad had been forced to abandon their hearths and homes and to fly to
other lands owing to the weight of taxation imposed upon them. His Hoxour was surprised
on a late occasion, that his honourable friend Mr. Chapman did not seem to be aware that
the Local Governments had been called upon to give full information and figures about local
taxation. He might state that in answer to a call from the House of Commzus, the Govern-
ment of India had called upon the Local Governments to give an account of the whole
amount of taxation in their respective provinces, imperial, local, and_ municipal.  That infor-
mation had been prepared by the Government of Bengal, and was entirely at the disposal of
Honourable Members. The return referred to the years 1870-71 and 1871-72. Noadditional
taxation had beon levied in Bengal within the last two years.  The total local taxation in Beneal
consisted of the following items: In one district of Behar there was a very old one per ce?lt
;oad fund levied in addition to the land revenue, which might be said to be the preclecessor'
1f not progenitor, of the one per cent. local fund of the North-Western Provinces, and whicl:
had been imposed on newly-settled estates. The total amount of this tax in these provinces
was the very insignificant sum of Rs. 37,569. Another local tax was the commutation
of the duty of the zamindérs to convey the local posts. Under a Bengal law this duty had
been commuted to a money payment, which amounted to asum of Rs. 2,47,219. There were
no othell local taxes except the two trifling items which His Hoxour had mentioned.

He would now come to municipal taxation, Municipal taxation did altogether come up
to a tolerable sum, but when the figures of which it was composed were examined, it would
be found th‘a_t nearly_three-fourths of it was paid by the great town of Calcutta, and other
Elaces inhabited by European communities. He found that the town of Calcutta, with the

uropean communities of Howrah and the Alipore suburbs, contributed altogether as muni-
cipal taxation the sum of Rs. 82,928,921, whercas the whole of. the rest of the inhabitants of
the Bengal Provinces paid no more than' Rs. 11,382,338, of which nearly Rs. 2,00,000 was
derived from tolls, fines, and such miscellaneous items. The real munici{ml taxuéion, of Ben-
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gal amounted only to Rs, 9.58,107. Adding the several items of Local and Municipal
taxation together, it stood as follows:—

One per cent. Road Fund ... Rs, 37,569
Commutation of the Local Post ... e 3y 2,47,219
Municipal taxation ... w9 9,563,107

Total ... ... Rs. 12,37,895

or £123,789-10, as the sum total of local taxation of all kinds in this great Province of
Bengal. He said that this was a most infinitesimal amount of taxation, and to call it excess
of taxation was the most preposterous thing that had ever been heard.

Then it was said that municipal taxation pressed with great severity in particular towns.
For instance, take the town of Murshidabad, which, it was said, the 250 respectable inha-
bitants had abandoned from the pressure of taxation. What did the Council think was the
terrible taxation which was supposed to have driven those people from their homes? Tt
amounted to the sum of Rs, 21,612, or £2,161, paid by the great capital of our predecessors
in the Government of Bengal, the present scat of the ex-ruler and his Court, of many great
bankers and“traders, and of a large community. Thatsum, His Hoxour apprehended,
would be borne by many petty towns in England, and it was preposterous to speak of it as

an amount of taxation which had driven people from their homes in Murshidabad.. Calcutta
was undoubtedly heavily taxed.

Excluding miscellaneous items, Calcutta proper had an annual taxation of about 25
lakhs of rupees. In the Suburban Municipality of Alipore, &e., the taxation amounted to
about 3 lakhs, and in Howrah to about 14 lakhs. But when he took the other Suburbs of
Calcutta, where we hud two Municipalities called the North Suburban and South Suburban
Municipalitics, which were inhabited by a large class of well-to-do natives, what was.the
taxation there ? In the North Suburban Municipality it amounted to Rs. 11,847, or £1,184,
and in the South Suburban Municipality to Rs. 21,895, or £2,180. It might be said that
there might be exceptions, that in some towns the taxation might be excessive. s Howour
would give the Council the figures of the highest taxed municipalities. The municipality in
which the highest amount of taxation was realised was the town of Patna, which was a very
large town, the seatof great wealth, trade, and resources. The taxation in Patnaamounted to
Rs. 51,289. .Then there was the town of Dacca, which was a rich and populous town+: the
people of Dacca were very sensitive of Laxation, as he knew by personal experience, and were
said to be undergoing very hard and severe taxation. What was the amount of taxation
there? It came to the sum of Rs. 34,477.

His honourable friend, Mr. Chapman, wished to know the sources from which this
municipal taxation was derived. In the North and South Suburbar Municipalities of Cal-
cutta, and in the town of Murshidabad, the municipalities were administered under the local
Act VI. of 1868, where the tax levied was a sort of rough property and income-tax. The
tax was assessed upon the ¢ circumstances and property lo be protected” of the rate-payers.
Then there were some other municipalities which were administered under Act ILI. of 1864
of the Bengal Council. This Act allowed some variety in the forms of taxation; but the
principal tax levied under it was a tax upon houses and immoveable property. Comparative-
ly small sums were raised in some of these towns by a tax on horses, carriages and carts by
licenses for offensive trades, and in one iustance by licenses for processions. There were also
some income from tolls and ferries, and from cattle pounds and fines.

" Many small towns were administered under several different laws, the general form of
taxation being a rough assessment on means and substance. All these were included in the
figures which he had given.

The system of octroi or town duties had not been introduced in Bengal, and there wus
no tax of that kind imposed. ITe had stated the figures which he had the honour to submrit
to the Council in regard to the existing local taxation in Bengal. Butalthough we had not yet
begun to levy it, we proposed to impose some additional taxation.  Last year there was passed
in the local Legislature an Act, the object of which was to levy a small cess upon land for
the maintenance and improvement of roads, canals, and other means of communication.
The tax was to be solely and exclusively devoted to local purposes for the good of the locali-
ties in which the cess was levied. It was to be administered by local bodies appointed and

elected for the purpose, and the proceeds were to be devoted to the ohjects to which the
v.—87
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people wished them to be devoted. He hoped that the result would be to introduce much
local self-government.

Further, the lacal Legislature, ad under consideration a Bill for consolidating and
amending the various existing municipal laws. He hoped that any new taxation under this
Jaw would be traly aund really. voluntary. . lis Hoxour was sanguine that the people of
Bengal would find it beneficial to tax themselves for really useful purposes. The effect of
the new law if it was passed would be to widen the discretion of the local bodies both as
to the taxes to be levied and as to the objects upon which the money might be expended.-
“A certain Police rate was compulsory, other things, were mostly quite voluntary. The only
new subject of expenditure was primary education : we proposed to add primary education
* “ as one of the objects upon which the revenues of municipalities might be expended when it
was absolutely necessury to do so. With that exception it was not proposed materially to in-
crease municipal taxation in Bengal. IHe thought that when the educated people of the
country came to examine the facts which he had submitted to the Council, they would be
induced to believe that the people were not so heavily taxed as was supposed.

That wasall 1s Honour had tosay with regard to the subject of taxation in the Province
with which he wascounected. He would now offer a few remarks upon other subjects, con-
fining humself to two or three special topics mentioned in the budget specch. He believed
lie spoke the sentiments of all who had expericnce of the matter when he said that the scheme
for'the assignment of revenue to the Provincial Governments, commonly known as the
Finaucial Decentralization Scheme, had been a most complete, full, and unmitigated success.
He thought that every one who had experience would agree with him that in every way the
change had been most beneficial. He believed that a healthy incentive to economy had been
given to the Local Governments by means of that scheme. ~ He believed that under its influ-
ence all the Local Governments had been economical. Ile believed that even the Bombay
Government had exhibited a surplus which was something very new in that quarter. And
not only had the change been productive of economy, but he might say that an enormous
amount of friction had been rernoved in the relations between the Local Governments and
the Goyvernment of India. He almost hoped that the Government of ludia were in a position
to reduce the establishments of their Secretariats to one-half of their present strength. He
believed that the diminution of correspondence between the Supreme and Local Governments
lhad been very great. The systemn had effected a very beneficial change in that respect, and

it had also taken away a very great source of irritation which had previously existed. He

believed he might venture to say as the result of his own experience that things had worked

smoothly to a degree never known before. He gratefully acknowledged that he had received’
the most coustaut and generous support from the Government of India. - He believed that in

the course of the last year not one word had passed "between the Government of Bengal and
the Government of India such as had often arisen before this Financial Decentralization
« Scheme was put in force by the wisdom of the Government of the late Viceroy.

His Hozour wished to add one word in support of the view propounded by Lis honour-
able friend My, Robinson as to the system of borrowing money for the construction of what
were called ‘reproductive public works. He viewed with cousiderable apprehension the new
system of loans for extraordinary disbursements, Hehad very considerable misgivings upon that
point. It appeared to him that it was not every work to which the name of reproductive
was given which was really reproductive.  We were undertaking very great works of Irriga-
tion. [Ee would only remind the Government and the Council that the Government were
undertaking these works simply because no one clse would undertake therh. Two compa-
nies which had been established for the construction of lavge works of Irrigation had broken
down, and the Government was obliged to take over those undertakings and proceed with
them. He sincerely hoped that these canals would have much effect i staving off those
calamitous seasons of famine to which we were liable, but at the same time he must say that
the calculations of the revenue to be derived from these canals made by sanguine Engineer
Officers were not worth the paper upon which they were written. We must expect that for
wmany years at least, with regard to a large proportion of these canals, the Government must
consent to bear a great portion-of the outlay to save the country from famine; and it could
not be said that all these extraordinary Public Works were certain to be successful as com-
mercial speculatious.  The estimates of revenue must be made entirely anew from bettor
materials before they could be depended on.* :

, _ Then there was another subject which was suggested to him by the observat; .
‘bad fallen from his honourable friend Mr, Inglis.b His Hoxour )did not) :‘é::éw:?tllw}i\l/fk
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'Ing]is that the reason why the natives did mnot take to our loans was that income-tax was
levied upon the interest payable to the fund Liolder. But he knew that it was the fact that
the natives did not lend us their money now as they did before. In times goue by a far
greater proportion of our loans was held by the natives of the country. For some reason or
other this had- changed. His Hoxour believed that a great part of the change was due to
the modernizing "of our system of finance.  We had followed the English system of con-
tracting loans rather than the French system. It was the habitin England to deal with the
great capitalists instead of applying to the small people of the country. In former days we
used to deal with the people by the system of open loans, and we used to get our money from
the people at a very chieap rate. A certain income from Government was very greatly. prized.
So much was this the case, that when we tried to pay off the small loan-holders in Lucknow,
we could. not get them to take the money. His Honour thought that if we were to borrow
for great Public Works, there was no reason why we should not have an open four per cent.
loan under the system he had suggested. The evil was, that under the present system the
people were not only debarred from subscribing to our loans, but there was that enormous
difficulty resulting from the figures which the Honourable Member in charge of the Financial
Department had given us, that we must send 13 millions from India annually for the service
of the Secretary of State. That was an enormous sum for India to pay. We could not go
on. borrowing for ever in England for what were called Reproductive Public Works; if we
did so, it would be necessary to transmit to Eugland annually a sum beginning with 13 mil-
lions now, and which would go on increasing. Hrs HoNour therefore did hope that the
Honourable Member would devise some means by which we might get the rapidly accumu-
lating wealth of the people of the country instead of taking our money from Eugland, and
from Eugland alone. The payment of so enormous a tribute by India to England as thas
which the remittances represented must be a source of difficulty and danger.

The Honourable Mr. Robinson had alluded to the sugar duties and the salt duties. His
Honour wished to say a word or two upon those points. He did not think that those sugar
duties levied on the Delhi frontier were so great an evil as was generally supposed.” Export
duties were ‘au evil when there was competition with a rival trader, but when we had a mo-
nopoly like Opium, as in the supply of supar to Central India, he did not think any great
amount of harm was dond.  But he would dvaw his Honourable friend Sir Richard Temple’s
particular atténtion to this extraordinary fact, which he thought would interest the Honour-
able Member, that not only did we levy an export duty on sugar exported to.Rajpootana,
but at this moment sugar sent from one part of our territories to another was charged duty
under our own rule, and within our own territories, that is to say, when carried by rail from
Benares and the North-Western ‘Provinces to the Bombay tervitories, it was charged duty, at
Hoshangabad. If it was brought down to Calcutta and sent round by sea, it paid no duty,
but if sent’direct by rail, it was charged a heavy duty, much heavier than that charged on the.
Mauritius sugar which competed with it, and the consequence was that the trade once existing

had been killed.

~ His Hoxour did hope that the Honourable Member would not allow this extraordinary
anomaly to exist. e would also explain with regard to the salt duties that it was a mistake
to suppose that it was the duty which threw the trade into the hands of the Cheshire manu-
facturers.  Cheshire salt had superseded the native salt in Bengal, for this simple reason that
Bengal being a very moist climate, salt could not be obtained at a cheap rate by solar evapo-
ration, as in other parts of India, but was only made by boiling, at an expense of 12 or 13
annas per maund, say a farthing a pound, while Cheshire salt was made for next to nothing,
and owing to the circumstances of the trade, was imported very cheap. e believed it would
be just the same if there were no duty at all.

His Hoxour had been struck with the observations which fell with such weight and
point from the Honourable Mr. Robinsou in his dicourse to-day upon the land revenue. Ilis
Hoxour was not going into the intricate subject of the ancient history of India, and whether
in the davs of Menn the full rent was taken from the holders of land or not. But this he would
say, that the full rack-rent of the land was exacted frowm the people by the Native Governments
of the coqutry so far back as we had any knowledge of the matter; that they took all that
they could get; that the only limitation was the power of the people to pay.. He entirely
agreed that property in the land in one sense did existin a strong degree; theright of aceupa-
tion in the land was what no Native Government attempted to disturb, But property in the
sense of a right to the rent did not exist in Native States. Then we'came to the question of
our assessment of the revenue. It appeared to His Hoxour that we had become from day to
day more lenient in our demands, until we Lad created a great property in the land whick
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was utterly .unknown to the Native States; and the question had arlserf'whetherl_lttﬂwas mﬁe
and prudent to do as we were duing, and whether weé were not taking too little e t e
‘Government share of the rent of the land, He must confess that it was with some _surprise
that he found that the observations which had been made oun a furrper occasion in this Cft)un-
cil upon this point were controverted in an anonymous paper pubhs}led in the Gazett‘e 0 : gn]e
of the Local Governments. .He was particularly alrmed by two points in that pz;pel, which
he supposed must have some sort of authority, being published as it was. One of the pfonits
was this, that the Local Government professed to take as land revenue fifty per cent. of the
rent, but that no sufficient provision was made for an increase during the long period of set-
tlement. The value of money and produce was undergoing rapid chapge, and he th_ought
the paper to which he alluded showed that the provision for future increase made in the
North- Western Provinces was insignificant and insufficient. The result of that paper was to
convince His Honour that before the thirty years for which the settlements were made had
expired, che existing assessments would not amount to fiity per cent., but probably to some
thing like twenty-five per cent. or less of the net assets. Another point which was noticed
in that paper was still more alarming, and gave greatly increased force to the :loubts which
His Honour had long entertained regarding the land settlement system of the North-Western
Provinces, where, as in some otlier parts of India, settlements were made with the actual
cultivators of the soil ; the system was a very good one: When'such a cultivating proprietor
had 50 or 60 rupees profit in additon to the retarn for his labour, he did very well. But in
many parts of the North-Western Provinces there were very numerous proprietors who did
not cultivate themselves, and their number was rapidly increasing. The argument of the
writer of the paper seemed to be that we must give to such people the'means of living, and
that if they multiplied from scores to hundreds the revenue must be diminished to enable so
many drones to. live. He looked on that asa most dangerous and demoralizing doctrine.
His Honour mightsay this, that the result of many discussions had been to create in his mind
the greatest doubt whether the recognition of this property in the land had not been altogether
a mistake. If we were free to assess the laud in the way the Native Governments did, we -
should be above the necessity for allincomestax.. We should then have money for all sorts of
purposes.  But his impression was that they could not now go back. - We had created a pro-
perty in the land which was never Known to the Native Governments. The property had been
created, and once you had established that property in the land, it was very difficult suddenly
to alter its value by any great increase of assessment. So-long as the people thought they
had a mere right of occupancy in the land, they were content to pay a full rent, but the longer
the settlements lasted the more they became discontented when an’increase was imposed. In
the early part of this century the people of Madras paid a large land revenue, but in the
course of a long administration that revenue had been allowed to go on without enhancement
of rates. Now that it was proposed to increase the rates, we had a distinguished member of
the Board of Revenue, like the Honourable Mz, Robinson, protesting against any increase as an
atrocity and injustice. People who had sat for 60 or 80 years at rates becoming easier and
easier, were morcand more unwilling to pay more, and practically it was very difficult to raise
their revenue. We very much doubted whether, having once created this form of property,
we should not he driven to a permanent settlement after all.

At any rate in Bengal we had a permanent settlement. Honourable Members were aware
not only that our faith was pledged, but that such numerous interests were involvéd, that
in Bengal it was utterly impossible to disturb the existing arrangement. Therefore His
Honour was inclined to believe that we must find new modes of taxation to increase our
revenue to meet the increasing demands of modernised administration, That was why he
feared that either the income-tax must he improved, and must be made into a permanent

_ tax, or that some other tax must he substituted for it, If it was to be continued, he did
hope that tllle Government would consider the question of localizing the tax and making it
a portion of tlze very successful decentralization scheme. Our local taxes were, as he had
explained, mainly income and Propetty taxes; and he did not think that we should have two
tax-gatherers going about the country 'to collect two similar taxes, one for the local administra-
tion and one for the Imperial Government, e did, therefore,’ very strongly hope that the
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Government would consider the advisability of making the income-tax over to the local Govern-
meuts for local purposes, if it were to Lo retained., :

Before he left the subject he also wished to express the strong hope that this subject of
the income-tax would receive the -cayefyl attention of the Government before the next
season came round. He hoped that they would cease to use it as a stop-gap at the end of
the year to fill up a small deficit. He hoped they would Iny before the Council, at an early
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period of the Session, the views they matured on the subject in the cooler and more intellect-
‘compelling climate of Simla. = He might venture to say, during the whole period that had
transpired since the passing of the last Act, the Government of India had not thought fit to
consult the local Governments upon the subject. His Hovour had thought himself bound -
to inform himself upon the subject as far as e could, and in that matter he was greatly
assisted by the eminent member of the Civil Service who presided over that Department of the
Board of Revenue which controlled the administration of the income-tax. But he had done
so of his own accord, and not in answer to any call from the Supreme Government. He
thought every.possible information should be obtained before the next discussions in the
Council, and that the. Council should have time very fully to deal with the subject if it
were to come before them at all. - All that time the tax should either beadopted 4% permanent.
part of our system or made over to the local Governments, or abandoned altogether. [t should
not be continued in its present precarious footing.

Major General the Ionourable H. W. Noraan said that he could have wished that, in
the course of his speech, His Honour the Lieutenant-Governor had expressed a more decided
opinion on the general question of an income-tax .in India, for such an opinion would have
heen most valuable. e was himself no friend of an income-tax for this country, and he
would have been very glad if it had been found.possible not to impose it in the ensuing year.
It was a tax that appeared to him very unsuited to India.. Itopened a large door to fraud
and injustice of various kinds. Without any reference to reports, the perusal of which had,
been so desired by some of his honourable friends, he thought that every one who knew the
natives of this country might be quite certain that the levy of an income-tax, would lead to
frauds by subordinate officers, which it was impossible for the higher offiicials effectually to’
check. We had also heard various other objections to the tax in detail given in forcible

language by the Honourable Mr. Inglis, whose statements were, he Lelieved, in the main
accurate.

Major General H. W, Nonrwman freely admitted that if the income-tax was to be maintain-
ed at all, it could hardly be imposed in a less objectionable form than was now proposed,
namely, at the low rate of one per cent., and with the minimum amount of taxable incomes
raised from Rs. 750 to Rs. 1,000, and this too without the annoyance of a re-assessment for
the coming year. With the taxable limit of incomes raised to Rs. 1,000, it was difficult
to suppese that uny large number of really poor people could be forced improperly to pay the
tax, for there was'a very wide distinction between a Native with the income of Rs. 1,000,
and one who could be considered poor; though even with advantage he feared there would
still be cases of fraud.

The question, however, still remained, why retain a tax atall which only produced
about one per cent. of the general income of the Empire, which is most unpopular, which is
always hotly opposed both within and without these walls,and which took up the valuable
time of our officers which would be far better employed on other objects? The answer to
that, as given by his honourable friend, Sir Richard Temple, and others, was two-fold, first,
that as the Government was in a sort of transition state, it would be unwise to attempt to
dispense with the tax this year, and thus render it difficult to re-impose it next year. That
was ore:of the reasons that had been given for the retention of the tax this year. But he did
not think thatthat was suflicient for itself to justify the retention if there had been a surplus
without it. But then came the other reason that without the income-tax, there would be a
deficit of about £300,000, and there was therefore no help but to re-impose it, and with its
aid, instead of a deficit, there would be a moderate surplus of about a quarter of a million
sterling. No one, he presumed, would seriously advise that we should budget for a deficit
merely because we had large cash balances, which however, as shown by his honourable friend.
Sir Richard Temple, would have to be used to meet heavy liabilities, and no one had proposed
that we should at the present time launch a new taxin lieu of the income-tax. Therefore,
unless it could be shown that the revenue had been set down at too low a figure or that we
could retrench the expenditure in any respect, it appeared necessary to re-impose the incom-
tax. It had not been seriously asserted that any of the items of revenue were under-estimated
except Opium; ‘and from all he had heard on the subject, he was assured that the estimate
taken by his honourable friend, Sir Richard Temple, was fair and proper.

With regard to the expenditure, he would remind the Council that” all the departments
of the Government had recently enjoyed the benefit of the supervision exercised by the late .
Viceroy, who had enforced very rigid economy in every branch of the service, and” habits of
economy had been instilled in every department which it would take more time to weaken.

Many savg;gs had been made, and we may hope formore, but then there are never-ceasing de-
V.—C¢C
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mands for improvements. In tlic departments with which x\'I'ujor G’eneru! Norman was moré
immediately connected, he could not contemplate any material saving of expenditure. The
military expenditure had been submitted to the most rigid scrutiny, and during the last two
o1 three years many savings had heen made. ‘Some more may-be expected, but the result of
those which svere in the power of the' Government of India would not be large, and might:be
counterhalanced by demands for improvements which could not be resisted. « Those:who had
not dealt witlh military expenditure could hardly appreciate the difficulty of saving even a few
thousand pounds without a reduction in the number of thie ‘men,: horses, cattle ror: material,
none of which it was proposed to touch. . His honourable friend, Mr. Chapman, was mistaken
in supposing that the military savings in-1871-72 are mere matters of adjustment... They are
partly due 18 downright savings, and partly ‘due to a fortunate fall in piices; nor did he see
how, as suggested by his honourable friend, a low expenditure in provisioning Enropeans, and
in compensations for dearness of provisions to Natives, should necessarily lead to increased ex-
penditure in future years. The diminished purchase of horses, to which Mr. Chapman.alluded,
is due to the fact that five batteries of Arttillery .went home about fourteen months ago,
and lefta considerable number of horses for distribution, thus lessening the number to be pur-
chased. With regard to Military Public Works, the expenditure has been reduced from
£1,834,113 in 1867-68, £2,187,776in 1863-69, £1,510,150 in 1869-70, £992,996 in 1870-71,
£1,012,500, in 1871-72, to £910,450 in 1872-73. He did not think it was possible to
go below the last sum without evincing a culpable disregard.to'the comfort and health of the
Luropean troops. He rather apprehended that some extra money might have to be applied
for, to enable work to be carried on important defensive works ‘which had recently been
reported on by the talented officer of Royal Engineers who had been ‘brought from England
for the purpose, and which report was under the consideration of the Government, In the
Marine Department the whole expenditure had recently been carefully considered by Admiral
Sir W. Meads, and the Honourable Sir Richard Temple had also paid considerable attention to
the subject, so that the expenditure for the coming year has heen lessened, partly in anticipation
of savings, by about twenty per cent. Taking these thi®e great sources of: expenditure toge-
ther, he did not think that the Government could'hope'to do much more than to keep:within
the estiimates. Hug sl o 1 ;

¢ As the deficit, therefore, could not be otherwise : prevented, he would support, the
motion ; and, notwithstanding his objections to an income. tax, he thought that the exposition
oi his honourable colleague, Sir Richard Temple, showed that.the finances, were in a satisfac-
tory and creditable condition. Before concluding he desired. to express entire cencurrence
with his hononrable friends, Mr. Stewart and Mr. Chapman, as to the necessity of watching
the progress of municipal and local taxation, He had said before that he believed as much
dissatisfuction had been created by municipal taxation as by the income-tax, while it extended
1o larger classes.  Te feared that in some places municipal .taxation was imposed on very
needy people, more for purposes of ornamentation and appearance than for veally neceséar:y
objects, and he commended the sibject to the very-serious attention of his colleagues.

* ¢ The HonourapLe Mr. Ecvus had muchi to say on land: assessments, revenue settle-
ments, and many other matters which had:heen discussed by: some of ' the Honourable Mem-
* bers who had preceded him.  Butias those:subjects could hardly be considered pertinent, he
would wefrain from. taking: up the time of. the(Coi,mcil, and, would proceed: to offer a few brief
comments.on tthe observations made by ' Honourable Members in 'reference to that which was
immediately before them. Tlese observations.might be divided into three ‘heards :=~The first
embraced the strictuies which:liad' been passed on the financial position of Government; the
second included the consideration'of the general fiscal system and the mecessity for’its revision,
and under the third head camé-the income-tax and the Bill- itself.

"“_’ ith reference to the strictures upon the financial measures of Government, he would
not rlctal_n the Council, for his honourable colleague the Finance Member would hardly
thank lmq for anticipating what could be so much better dealt with by the Honourable
Member himself. He (Mr, Ellis) would be satisfied with referring to one point only, as
c,on_nected with a b.rzmch of the administration in which he had always felt the greatest inter-
est.  On the questllon_(_)f the pressure of local taxation, he conceived that some members had,
from \‘:ant'of sufficient information, formed hasty impressions. Possibly they might prove
to be right, but at present the Council had not before them sufficiently detailed statements to

. allowof correct de(}uctwns lzeing drawn. He hoped that in future years, when other Gov-
ernments had. published statistics in detail such as had been given in Tespect to Bengal .and
Madras, it might be possible to arrive at safe conclusions. He. would refer to the Finance
‘Member’s Budget statement itself in illustration. The Honourable Member had stated that
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three quarters of a million of local and provincial taxation had heen newly imposed, but that
amount included the new road cess of Bengal of which not a rupce had yet been levied ; the
non-agricultural tax of Bombay which had certainly not turned out in its first year as pro-
ductive as it was estimated, and the new taxes in Madras, some of which were to ‘come In
force Ly slow degrees. Thus the amount actually raised was much less than the amount put
down.  Moreover, the figures given as the total of local and provincial funds, ‘and ‘upon
which IHonourable Members based their arguments, iricluded many sources. of local income
that were not taxes at all.. 'We must therefore guard against the assumption that figures
showing local and provincial funds represented the amounts of local and provincial taxation.

¢ Under the second head, the revision of the General Iiscal System, some Honourable
Members' had- discussed the ‘question whether the income-tax had a preferential claim. for
remission; in‘comparison’with ‘other items of taxation. But the question now before the
Council was simply, whether the income-tax should be re-imposed for one year, and therefore he
did not think it appropriate to discuss the larger questions upon which his honourable friend
Mr. Chapman had entered, though he (Mr.: Ellis) believed that his honourable friend’s sug-
gestions-all deserved careful consideration at'the proper time.  This consideration, he hoped,
they would receive next year, when Government would be in a position to review the whole
fiscal system and make such reforms as may be deemed proper. Owing to the exceptional
circumstances in which Government were at present placed, this was not now possible, ‘and
therefore he would confine himself in his further remarks to the third point discussed, namely,
the Income-Tax and the Bill now before them. '

¢ He (Mg, ErLis) would in the first place refer to the remarks of his honourable friend
Mr. Inglis, who had contested the correctness of the assertion made Ly him last year, that
the administration of the income-tax in the North-Western Provinces was susceptible of great
improvement.. In‘reply, he need. only refer to the letter from Sir William ‘Muir already
quoted by his honourable friend Mv. Chapman. His Honour of course wrote cautiously, but
still it was plainly enough stated in his letter that already the abuses connected with the
income-tax had in a great measuvre been removed, and it was fairly to be inferred that the
Lieutenant-Governor himself was of opinion that the income-tax might be worked satisfac-
torily .in the North-Western Provinces provided certain alterations were made. Most of
the suggested changes had his (Mr. ErLis’) complete concurrence.  Some of them had been
made by the Bill now before Council ; others would Le effected when it was possible to
remove the temporary character of the tax. Iis honourable friend Mr. Inglis had insisted
at some length on the administrative difficulties in working the tax; Dbut even if these diffi-
" culties existed before, they could hardly occur in the current year, when the Collectors would
be relieved of nearly the whole work of assessment by the terms of the present Bill. e
thought, thevefore, that whatever value the Honourable Member’s opinion on this point
might have had with reference to other Bills, his objections swere inapplicable to the Bill now
before them, which fixed all the assessments of incomes of Rs. 1,000 and upwards of the past
year at the same amount during the currency of the taxunder the present Bill.  He believed,
therefore, that the' prospect of working the income-tax successfully in the North-Western
Provinces was véry hopeful.  He would also-refer-his honourable friend to the Province of
Oudh, the’ immediate neighbour of the North-Western Provinces. He (Mr. Ellis) had.
received letters from General Barrow, the Chief Commissioner of Qudh, who would be ad-
mitted to be a good authority on-all matters relating to that province. These letters heing
private he did not produce, though il he could haye referred to General Barrow, doubtless
no objection would have been made. . Erom these letters it was clear that General Barrow
was entirely at issue with the Honourable Member regarding the oppression and corruption
supposed to take place in. working the income-tax. General Barcow said emphatically that:
the oppression and corruption were not’ greater than ordinarily occurred in the Settlement
and other Departments; and he added:that since his return to England, he had had many
correspondents among his native friends in  the .province, upwards of forty, if he (Mr.
Ellis) was. not mistaken, and these mnot of one class, but including ‘Talookdars, merchants
and others, all liable to payment of the income-tax. - General Barg‘ow stated thut. his. corres-
pondents had written to him freely and um‘c§c'1'vedly, and‘ told him all ‘t_hggt'xevanccs of
themselves and other people in regard to decisions of th(; Scttlcmf:ut and Civil Courts; their
disputes among one and another and other matters public and private, but not one of these
correspondents had ever mentioned a single grievance in connection with the income-tax.
This was worth something in his (Mr. ErLis’) opinion as the testimony of a high officer
thoroughly -well acquainted with the country, in respect to the working of the income-tax
in the Province most closely allied to that Province regarding which they had heard so much
from his honourable friend Mr. Inglis.
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‘ He (Mz. Eruis), would next advert to the remarks made by his honourable friends
Mr. Stewart and Mr. Robinson, who both objected to the tax in any form. He could not
admit that the tax had been rightly called an emergent tax. Whatever may 'have beef] ‘the
object with, which an income-tax was originally raised in.]mha, there was nothing ‘t'o p}(e\'el?;
its imposition permanently. 1If, on former occasions, his ho_r{our:tbl(: colleague Sir Richarc
Temple had confined his arguments to the immediate financial necessity, -he had’ done so
because such financial necessity was of itself a sufficient justification. But he (Mn. ELvs)
could recall nothing that had been said by any member of the Government to. lead to an
inference that the Goverament had committed itself to the view that the tax should be levied
only on an emergency. His Honourable friend Mr. Robinson had stated his belief, based on
what he (Mr. ErLis) had said to be that Government had a covert intention of continuing
this tax permanently. Now he had been most careful to guard against the supposition that
his individual opinion in any way represented the opinion of Government, Qﬂd in fact he
had stated that Government especially avoided a decision at the present’juncture. But
his own opinion was certainly not a covert one. He had said clearly that he deprecated the
temporary character of the tax as at present levied, and on this point he most fully concurred
in all that had fallen from his honourable friend Mr. Bullen Smith. = He would
say, further, that he desired to continue the tax in its present modified form, without any
period being fixed for its cessation, the high minimum being the essential feature to be main-
tained as obviating those evils which had given the tax a bad name in its special application
to this country. It was not his wish to have the tax levied permanently, for that was not a
correct expression, hut he wished the tax recognised as a part of the general fiscal system like
theSalt tax, Custom duties, or other sources of revenue. Ifthe Government were in a position
to remit tuxation, the claims of the income-tax would then be considered in common with
those of Salt and other duties. It had already been explained why no general revision of
taxation was this year possible. Under cther circumstances Government would probably have
been prepared to raise the general system of duties aud taxes, and declare whether the income-
tax should or should not form part of it. He trusted thatthis would be done next year, and
if the estimated surplus proved larger than was anticipated he would especially rejoice, as Go-
vernment would then be in a better position to deal with the question broadly, and would
be able to incur some risk to secure so important an object as a complete and thorough reform
of the whole fiscal system.”

The Honourable Mr. StepreN said: “ My Lord, I will not occupy the Council for more
than one minute.

“I shall vote for the Bill on the ground that Sir Richard Temple’s estimate is correct,
and that there would be a deficit withont the income-tax.

¢ The proof of this proposition I shall leave in the hands of Sir Richard Temple.

‘¢ Assuming its truth, and bearing in mind the provisional character of this government,
and the fact that we have to provide for the current year here and now, I think it clear that
we can neither diminish expenditure nor increase income to the extent required by any other
-means than the revival of the income-tax, nor has any one attempted to show that we can.”

. The Honourable Mgr. Stracmey said—¢ My Lord, I have so often on pre-
vious occasions stated my own opinions on the subject of the income-tax that 1 will
not, at this late hour, say more than a few words. While I am quite alive to the faults of
the income-tax, I have always believed that the abuses of which we have heard so much have
not been its mecessary consequences. 1 believe that they have mainly arisen from causes
which have either ceased-to operate altogether, or which are clearly avoidable. T have always
held that there are other existing burdens worse than the income-tax, and that there are fiscal
reforms more urgently required than its removal. But I do not think that the merits or
d_emerlt.s‘of the imcome-tax are really now a question at issue. Under the altogether excep-
tional circumstances in whlch_ we are unhappily placed, the temporary retention of the tax
appears un.avmdable.' and, as it has already been said in this Council, the Government now
simply desires to maintain the status quo, and to reserve altogether for future consideration

the qn_igstion of the retention or abolition of the income-tax with all-the other questions of’
finaucial reform to which reference has been made.

113 , S 1g .. 3
My Lord, there is only one other matter which I wish to notice. I have heard with

great satisfaction the testimony which His Honour the Lieutenant-Governor of Bengul has

borne to the success of the measures taken last year for increasing the financial powers and

responsibilities of the Local Governments, and for entrusting them with the control of their
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own provincial affairs. Similar testimony has, I believe, been given by almost every Local
Government in India, and [ heard His Honour’s remarks with no common pleasure, because
I felt that he was giving his testimony to the wisdom and the forethought of the great
_statesman whose loss the nation now deplored, and was paying a tribute to his memory which
he himself would have prized; for Lord Mayo was satisfied that as time went on and the system
in question was developed and improved, it would be found that a reform had been carried out,
which more than any other reform, had tended to place our finances on a permanently sound
footing ; had improved the efficiency of many of the most important brauches of the admi-
nistration, and had for the first time established rational and harmonious relations between
the Supreme and the Local Governments. The honour of practically inangurating this great
reform belongs to Lord Mayo alone. It was emphatically his own work, and all my col-
leagues in the Executive Government will confirm my assertion that, but for. the personal
interest which he took in it, and his personal determination, it could not have been carried
out at all.

£ I wish my Lovd, that it were possible for me now to speak of the many great financial
and other improvements which we owe to his sagacity and energy, or which he contemplated.
and would certainly have accomplished if he had lived. My hononrable friend, Sir Richard
Temple, has already spoken of the interest which Lord Mayo took in the business of the
Financial Department. There was no brancli of the administration to which he devoted
more close and constant and personal attention, and there is none in which he liked to see his
labours rewarded by a larger measure of success.  Keen and generous as the appreciation by
the public of Lord Mayo’s services has been, it has still to learn the full amount of the gra-
titude which it owes to him personally for the great improvements which have been accom-
plished, or which are still in progress,”

His Excetiency tug ComyaNper-in-Cuier. said that after the excellent discourses
which the Council had heard from the [Honourable Members, to whom he had listened with
the greatest possible attention, it would be very unreasonable for him to detain the Council
with many remarks. There were points to which he had listened with much interest, and
in regard to which he should have liked to offer some observations; but his doiug so would
not tend towards the settlement of the present question, which was confined to the fact, that
the Budget showed a deficit, which made it necessary to continue the income-tax in
order to maintain a financial equilibrium. Ilis own opinion regarding the income-tax
had been expressed here before, and nothing which he had heard from the honourable
gentlemen present had in the slightest degree altered the opinion which he entertained and
had expressed last year.

But the qitestion now before them was merely to maintain the present financial arrange-
ments of the Empire for this year, in order to leave the coming Viceroy an opportunity to
consider thoroughly the whole subjects of the financial policy for the future before being
committed to any important measures. For these reasons, he should vote for the Bill.

Tur HoxouranLe Sir Ricuaro TeEmpLE said; — My Lord,—At this late period of the
debate L shall not attempt to discuss the various matters introduced by the Honourable gentle-
men who have spoken, to-day in opposition to this bill. There is only one matter which I
must treat at some length, inasmuch as it has been so pointedly alluded to, namely, the state
of the cash balances. I must also touch on the principle of the income-tax bill itself.

‘“ The cash balances then, and the principle of the bill must form my main topics on this
occasion. But before dealing with them, I will notice in the bricfest terms some few of what
I may call the miscellaneous topics adverted to by my IHonourable friends on the left.

¢ In the first place I am unable to follow the Honourable Mr. Bullen Smith in his
criticisms on the financial relation between the Government of India and the Home Govern-
ment. Surely my Honourable friend must know that all this forms part of the constitution
of the empire, and is hardly a subject for discussion in this Chamber.  Neither can I under
take to re-open the controversy respecting the terms offered by us for the recent conversion
of the 5 per cent. loan. That question was disposed of by the corregpondence between the
Financial Department and the Calentta Chamber of Commerce.

“I acknowledge the friendly and considerate terms in which my Hounourable friend Mr.
R. Stewart is pleased to speak of the mode in which the Financial Statement has béen pre.
pared. I cannot, however, agree with my Honourable friend in thinking that there has l;een
over-caution this year in framing the Opium estimate. No doubt, that estimate does provide
for the contingency of a possitle fall in prices. And that is well. TFor, already, that is
within thelast few days, there has been a considerable fall in these prices. Tt is to be recollect-
ed that in 1870, when we resolved to redouble our caution in regard to the Opium estimate,

v.—89
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we had had ten vears’ experience of the differences between the estimates of Opium revenue
and the actual out-turn.  Aud though there had been some years §urplus _of' the actual over
the cstimated sum, there had in some years been considerable misfortune in the way of de-
ticiency of actual out-turn as a compared \\.'ith 'the estimate. Indeed, the embarrussnpcnr caused
by our receiving a sum less than anticipation is apt to be greater than the convenience of re-
ceiving a sum greater than anticipation. 1 saw then that in Opium, ' there had ‘heen four
years of surplus, amounting in all to 5% millions; \\'hgr'eas, on 'the other han.d, tl_)ere had bgen
three years of deficit, amounting in all to 8 millions, " These circumstances inspired s with
increased caution, which has been followed certainly with some success since 1870.

] desire to show every respect and consideration to. the speech of my Honourable
friend Mr. F, Chapman,. who is one of the few supporters of the income-tax among the
Honourable Members on the left. But there is one point which I' can.hardly refrain from"
noticing. My Honourable friend seems disposed to reproach the Government with aggravat-
ing the evils and troubles of the income-tax by enacting: it for one year, and then again for
another year, instead of enacting it for some fixed period, or for some consi(lerab_le period
without any particular limit of ‘duration.  Now, I must remind my Honourable friend that
in 1871 the Government did not propose to enact it for one year, but proposed to enact it for
an indefinite period.. In fact, we desired to do exactly what my Honourable friend - now
seems to think we ought to have done.. And why did we not succeed in doing this? Be-
cause there was so much opposition from Members on the left in this very Council that we
deemed it better, on the whole, to take the tax for one year ~with option of renewal. It
therefore hardly behoves my Honourable friend now. to reproach us with that!

* My Honourable friend scems to desire more details of the various establishments and
lieads of service. I must remind him that this information is always published in the shape
of' a bulky quarto volume. The volume for last year must have been ini my Honourable friend’s
hands for many mounths past. That for the new year will be very shortly given. The informa-
tion thus given is probably equal, in quantity at least,to that afforded by any Govern-
ment in the world.

] cannot possibly pursue the Honourable Mr. Robinson throughout his discursive
speech. I mnst olject to his expression about our ¢ financing in loans to municipalities.”
This is surely not the way to speak of our beneficent operations in this respect.  We lend
municipalities money at 4% per cent., which they would otherwise have to borrow at.6 per
cent. ‘I hereby the inbabitants of the towns are saved so much of taxation, while not a fraction
of burden is on this account imposed on the country at large. I further object to the expres-
sion about faith being broken with the people, and assurances being contravened by the main-
tenance of the income-tax. Since 1869 my Houourable friend cannot, [ am-very sure, find any
trace ol such assurance.  Whatever assurance could be found relates to the five ycars’ income-
tax which was passed in 1860 and expired in 1865. My Honourable friend tries to prove that
the revenues are very elastic by contrasting the sum total of receipts now-a-days with
tlic total some fifteen years ago. He scems to suppose that all this represents the natural
growth of the revenue. But he apparently forgets that there have been additional taxation,
and enhanced rates of previously existing duties, and a variety of new sources of receipts
opened out.  If allowance be made for all this, he will find that our revenue, though not
otherwise than flourishing, is yet very far from being elastic.  Then my Honowable friend,
atllutl.ing to the fact that the hudget shows an increase of more than one million in civil ex-
penditure, declares that there is an evident relaxation of economy. But he apparently ignores
thie explanation which was ‘rendered together with that statement which showed that the
gieater part (three quarters of a million) is owing to reproductive expenditure in Opium cul-
ture, aud that only £170,000 are really owing to the Civil Departments in India; for which
small increase even there is explanation afforded. I affirm that there is no ground. whatever
for my Honourable friend’s iuferenco. ' :

x ¢ In his r‘os'carcheé as to the forms ;)i‘_taxation'orginally adopted b.y the Hindus, my
lonomable friend refers to a passage in Menu, the law-giver. It is curious that the very
passage svhich he cites from Menu includes, in its strongest form that very income-tax
which pevple now find it convenient to say is quit dissonant from Hindu notions. Why,

if Menu be the authority, [ mig} ; i 0 Wi
<o : 1t show the income-tax to be included” among the original
institutions of the Hindus, 2 1o among g

13 1 : . : -
A Q%al:l’:g Honourable friend speaks as if Lord Lawrence (a great authority) was
opposed to the tax on income derived from land. As is well known, Lord Lawrence was an
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advocate of the income-tax, and 1 do not recollect that he made any exceptions in favour of
any class or interest. :

“Then, my Honourable friend, alluding to the advice he gave me last year lo take
higher the estimates of various items of revenue, states that the result has shown the correct-
ness of that udvice. Now, as that advice was specific, I must point out ‘that it has in every
single particular proved to be fallacious. Ior iustance he thought that: the land-revenue
ought to have been estimated £300,000 more, but it is turning out, on the contrary, £140,000
less. He said . that Excise ought to have been estimated £100,000 more, it is turning
out only £10,000 more; that Custom should have been £130,000 more, whereas they
are turning out only £3,000 more. He said that Salt should have been estimated
higher, but it is turning out, on the contrary, £190,000 less; that Stamps should have
been estimated higher, whereas they are turuing out £46,000 less; that Irrigation receipts
should have been taken higher, whereas they are coming out £25,000 less. Thus the Council
will see that if I had attempted to follow my Honourable - friend’s advice last year, I should
have been led into great error. I regret to have been obliged by the tenour of his present
remarks to produce these points against his arguments. But after this he will hardly expect
me to enter into similar criticism which he ventures upon respecting the present budget.

¢ [u regard to the Honourable Mr. Inglis’s speech, which simply resuscitates the discus-
sion between the Government of Indiaand the local Government of the North-West, regarding
the administration of the income-tax, it will, I trust, suffice to refer my Honourable friend to
the correspondence which was published in the Gazette, whereby it clearly appears that the
evils described are not necessarily incident to the tax, but in part arose from misapprehensions,
which may be, and doubtless will be, remedied in future.

«There are some points in the speech of the Lieutenant-Governor of Bengal which I
must briefly touch upon.

«T was sarprised to hear ITis Honour, alluding to the thirteen millions to be drawn from
India by the Sccretary of State’s bills, speak of thissum as tribute paid by India to England.
Doubtless His Honour will not need instruction from me as to the real nature of these pay-
ments. But I dread lest such expressions falling from so high an authority may confirm a
misapprehension but too prevalent on the matter. Of course the payment in question is
nof tribute at all. [t represents the payment by India of debt which she incurs for her own
service in Bngland. * It includes the payments for the salaries and pensions for Indian ofticers
at home, civil and military ; for the expenses incurred at home on account of the European
troops in India ; for the stores sent out for all the Departments in India ; for the interest on
the loans raised at home for the service of India ; for the guaranteed interest on the capital
raised in England for the railways in India. These facts speak for themselves, and show
that India is'not paying tribute to' England, but is merely paying for what she takes, and is
only discharging indispensable obligations.

¢« is Honour regrets the fact that so small a proportion of our public debt is held by
Natives, and thinks that by imitating the Frenclr system we might improve matters. The
real cause, however, is this, that Knglish competition has, to a counsiderable degree, driven
the Natives out of the loan market. The English capitalist will lend us money at 4% per
cent. The Native can seldom afford to do so. That is the short of the matter. While this
cause prevails, we can hardly help the circumstance to which His Honour allades. Nor do I
at all share his hope that by accepting small loans we can effect any considerable change.
We are virtually trying this very plan by our district savings’ banks. We there offer 33 per
cent. to depositors on deposits repayable at call.  These liberal terms are as yet attracting but
few depositors. The total deposit does not exceed 1} million sterling. And this hardly
encourages us to hopz that 4 per cent. opea loans, for sums however small, would proye
successful.

¢ I concur heartily in what Iis Honour says of the risks attendant on the extraordinary
expenditure we are incurring for reproductive works. But this only proves the necessity for
the strictness or severity we have cuforced in our ordinary finance. It shows that we are
quite right in imposiug income-tax, ir effecting reductions, in maintaining a strong cash
reserve.

¢ Having -thus briefly disposed of what may be called the miscellaneous points, I ap-
proach the main point, namely, the ““ Cash balances,” so pointedly adverted to i)y my
honourable friends Mr. Bullen Smith and Mr. Stewart. The substance of their remarks is
this that the cash balances are far too large.
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T must demur to the manner in which Mr. Bullen Smit.h speaks of
es and actuals of the cash balances, It might, Zm'm(i
f my Honourable friend’s remarks that full explanation of

these differences had not been afforded. For instance, much is made of the difference of 73
millions between the first anticipation and the ultimate result for 1870-71 ; whereas the state-
ments given at the time showed how the difference is accoun.ted for, namel‘y, by the 1mprove}:
ment in the opening balance (13 millions), the surplus in ordinary finance (better by 13
millions), the extraordinary expenditure less than estimate by 2 millions, the general deposit
account better by 11 millions, the railway capital account better by 13. Now, these expla-
nations will be found complete, and they were apparent from the first. Again, my Honour-
able friend makes much of a similar difference in 1871-72. But [ have so recently afforded
specific explanation, item by item, in my last financial exposition, that I will not trouble the
Council with repetition.

« Reverting to the main point, the Council will bear in niind that the amount now set
down for the cash halancein Indiais £21,640,143, or 21} millions. This is the amount which
my Honourable friends consider excessive. ~ But, in the first place, it is to be remembered full
one-third of this money is no¢ our own. There are 24 millions (£2,648,185) loan money which
we owe to the Public Works Department, being the unexpended balance of monies borrowed
for Canals and State Railways. There are 34 millions belonging to the Railway Department,
being the unexpended residue of capital raised for the construction of the lines. There is 1}
million of undrawn monies of the discharged 5 per cent. loan, monies which are the propert
of the national creditors, and payable on demand at any moment. Then there are £750,00
of Secretary of State’s bills ontstanding, which represent sums received in England and re-
payable on presentation of the drafts in India. These several items make up an aggregate
of full 8 millions, which, deducted from the 21} millions, leave 13 millions, which would

represent as nearly as possible the real cash balance properly belonging to Government at the

*¢In the first place, ¢
the discrepancies between estimat
facie, be supposed from the tone o

~ presenttime. And it is only by calculating this just abatement that a true idea of the existing

cash balance can be obtained, .

“ Now, is the sum of 13% millions too large an amount of cash balance for the ordinary
service of Government? Isay it isnot too large, but is really a proper amount. Remember
the amount in'question is for the month of April, a time of year when the cash balance ought
to be *flush.” As is well known, there is a flow and an ebb in the cash balances.
The autumn is the slack time. Experience of many years has shown that there will be a
difference of more than 3 millions between the spring April, and the autumn October. - If,
then, there are 13} millions now - (April), there will be ten millions in October. Then, on
the principal of the heam being no stronger than its weakest part, we have to consider
whether 10 millions in October represent more than a safe sum, wherewith to carry on the
public sevvice at that period of the year. [ unhesitatingly affirm that in the autumn the cash,
balance ought not to be allowed to fall below 10 millions. This is essentially a matter of
experience, Aud I confidently appeal to every Accountant General, to every person wlo has
had anything to do with these affairs, as to whether the above statement is not substantially
correct. .

¢ It has been indeed said that some of my predecessors, and especially Mr. Laing, declared
that a cash balance of 10 millions should be ample. Others among my predecessors have
even expressed a hope that a lesser sum might be made to suflice, When Mr. Laing spoke
of ten millions, however, he did not apparently mean the sum which we ought to have at the
maximum, or at the minimum period. He probably meant approximately the average sum
for the whole year. In that case the calculation would scarcely differ from that which &
have just made. ;

¢ At the same time, however, Mr. Laing uttered some words of wisdom which seem to
have been forgotten by those who criticise the present cash balances, but which may well be
quoted here, He said (in his financial statement of April 1862) :—

. We could, in case of rieed, get over two or three little wars, or the first year of a great
thout either loans or new taxes, and I earnestly trust that no Government of fndia
leave itself without this, which is the first and best of all reserves, an available
Or £4,000,000 in hard cash, on which it can lay its hands at any moment.’

¢ In the ¢ el A L ¢ i i Jt: )
aiag 'int&%i%ﬂ'f&?ﬁ!{“en}-ﬁ_ Mr. Laing’s, I cordially concur. Considering the circum-
o weare placed in this country, and the complications which might at any

joment arise, we 1t : i s
morment arise, We ought to have a moderate cash reserye iu our Treasury, availuble on the
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instant. According to Mr. Laing’s authority (which has been erroncously cited against me),
we ought to have 10 plus 4, or 14 millions of cash balance ut least. And I maintain that,
after the necessary abatements, our real cash balance is under 14 millions, and is from this
point of view not at ali excessive.

Tt is true that Mr. Laing and others among my predecessors anticipated a reduced
cash balance after the completion of the lines of railway and electric telegraph.

¢ But since the time of Mr. Laing, and even since the time of my immediate predecessor,
Mr. Massey, there has been a considerable expansion of our finaucial transactions which would
primé facic vender necessary a larger cash balance than formerly. In Mr. Laing’s time the
receipt side of the cash account of the Government of India showed 67 millions (1861-62).
In the present year, 1872-73. the same account is swollen to [15 millions. A part of the
difference is due to certain items being included in the lutter account which were not in the
former. But the greater part is due to real growth of our affairs—increase of revenue, con-
struction of reproductive public works with borrowed capital, extension of the railway trans-
actions, increase of local funds and provincial services, accretion of deposits, and the like.
One main item, indeed, which greatly influence the cash balauces, which used technically. to
bLe called ¢ debt,” and is now called ‘advances and deposits,” almost exactly admits of compari-
son between the two periods. In 1861-62 it stood at 10 millions. TFor 1872-73 it stands
at 18 millions. Inasmuch, then, as our account has grown so much, it is préma facie to be
expected that we should have a much larger cash balance now than then.

«We recollect, of course, that since that time the railway and the telegraph have facili-
tated the remittance of money and the transport of specie. And had it naot been for these
agencies we must have maintained a much larger cash Lalance than we now maintain. It is

owing to this, indeed, that we are able now-a-days to do with an amount not generally larger
than that with which we did years ago.

¢« But it cannot be expected that, with the vast extension of our business, we can manage
to reduce our cash reserve.

< Again, if the cash balance follows, as it naturally would follow, the course of the State
finance, then at those times when there is deficit of income as compared with ordinary ex-
penditure, the cash balance must be low. Hence it must happen that when the said finance
recovers itself, when the deficit is turned into surplus, the cash balance will be high. A pe-
riod of comparative repletion succeeds the period of depletion. Such is the case now, when
the finance of the two last years is resulting in a surplus of more than four millions.

¢ And, as a matter affecting the credit and prestige of Government, it is desirable that
the Treasury should be full—fuller than it was in Mr. Laing’s time. In those day2 our fi-
nance was successfully righting itself after the war of the mutinies, and its ultimate prosperity
was held to be assured. After that we were obliged to embark on public works to an extent
not originally contemplated, and to bLorrow money on that account. In the midst of the
borrowing for this extraordinary object, doubts arose whether the ordinary expenditure could
be kept within the limits of income. To this were added some misfortunes in opium, in
trade, and in other respects. Some deficit occurred, and more was threatened. The cash re-
serves fell to a low point. All this caused apprehension as to the stability of our finance (ap-
prehension now happily dissipated). Then, as we began to succeed in strengthening our
position, we raised the cash reserves. And the possession of such reserves is an element in
public confidence. I say then that, in consequence of all that passed some three years ago,
it is important thatour finance should be placed in a strong, even in an exceptionally strong,
position. And the possession of a large reserve conduces to that end.

«¢ Besides this, which may be called the general reason for maintaining a high cash
balance at the present time, there is a special reason relating to the year just past, 1871-72,
which is this. During that year we intended, if possible, to reduce the interest on a consider-
able portion of the national debt. Last year I indicated, so far as might be consistent with
the necessary official reserve, that there might be some reason of this sort. Now, however,
there need be no hesitation in pointing to thisas an obviously " cogent reason. Undoubtedly
the existence, so well known, of the large sums of cash available in our coffers operated as an
inducement to the public creditor to accept our terms of reduced interest, for fear that refusal
might lead to discharge of the loan altogether! My Honourable friend Mr. Bullen Smith has
to-day endeavoured to question the profitableness of that operation to the State, and the pro-
priety of the small borrowing which took place that year in England ; and he dwelt on the
Joss involved in the retention of large reserves. Now, does my Honourable friend recollect
the declared profit per annum of that operation, £93,000 per annum of immediate gain, with

Vi
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of increase to £160,000 per annum after seven years, I)esullcs I‘hu gain from the
investment made on that occasion of £109,000 per annum ! 'lhcse'aunuul gains
And even if it be supposed that, in order to secure such gains, a loss has
rsin maintaining the cash reserve, what is such loss as
minnow in crder to catch

prospect

currency

are really perpetual.

been incurrved for, say, two to three yea ¢ cas|

: compared with the above gain ? Is not this an instance of givinga
a whale ?

«If, however, it be contended that tle cash balatice is higher at this moment than it
ought ordinarily to be, still it is very difficult to prove by any abstract reasoning ‘what exact-
ly fought to be the ordinary amount. ' The ¢entres of receipt and expenditure are so ‘various,
the! treasuries—some 250, scattered over the length and breadth of the country—are so
numerous, the divisions of provinces and ' departments are so multiform, ' that an inqun‘_y
which we bave been making for a long time past fails to afford such proof. The“matter 1s
really one of experience. - And [ may just mention what the experience of two eventful years
taught me. The begivning of the year 186G8-69 found us with a low cash balance of 115
millions, somewhat reduced by the advances which -had been made for the Abyssinian Expe-

5 dition. We soon found it difficult to carry on the public service witlr this amount..- WVe
were obliged to draw all our available cash from the Presidency banks, and ultimately to even
overdraw our account occasionally. In several respects our position became fraught with in-
convenience, even with embarrassment. Matters improved a little, however; some _of' the
Abyssinian advances were recovered, and we began the next year with a balance of more
than ten millions. Soon afterwards we raised two millions for the public works extraordi-
nary ; some further part of the Abyssinian advances were recovered ; the remittance account
with England proved very favourable; in short, we enjoyed various advantages in respect
of the cash balances. Still, however, the General Treasury continued to be short of cash.
Still our account wiih the Bank was in debt, instead of being in credit as it ought to be.
Sull it was a matter of anxiety to feed with money the main treasuries which formed the
centres of expenditure. And it was not till near the close of the year that we succeeded in
*maintaining a substantial credit balance at the State Bank.

 Now these are facts, and very troublesome facts. they were at the time. They are

worth more thin any amount of theorizing on a complex and recondite subject. And they

20 far 1o show that in practice nothing short of 13 millions (as I have already stated) will
- suffice for the commencement of the year. .

R On this review, then, of the whole case, allowing for necessary .abatements, and con-
sidering our liabilities, | adhere to what was stated in my bndget exposition, to the effect that
the cash balances, though satisfactorily high; are yet not too high.

. ‘““l'sshall now turn to a question very justly put by my Honourable friend Mr. Robert
Stewart.. He asks in effect (if I understand him aright) what is the amount and nature of
the liabilities for the satisfaction of which the ¢ cash balances’ may be considered the principal
asset. On formen occasions 1 have myself brought these liabilities to the recollectivm of the
Council, and [ will now try to answer my Honourable friend’s very pertinent question. For
this purpose [ produce a return prepared in India in December last, and recently printed by
order of Parliament. 1t purports to be ¢a return of all stocks, loaus, debts and liabilities
chargeable on the East India revenues.” It is made up to the 30th September last for India,
and 31st December for England, It includes a statement of the national debt; but I need
uot allude to that, as it represents principal which we shall not be called, upon to repay. [
\\:1“ only extract the statement of those liabilities which we may or shall be called upon to
, discharge, whether they bear interest or not. ~ These may be set forth thus—

[xpra. I X ‘ DEposITS.

B’-lh : ¥ I % e e T * A y

5 I'reasury Notes. ’ Service Fands. { Hig yele | Bearing interest. Not bearing S
== ' | | ’ ! ? interest.
£ i £ 1' £ £ ’ £ £
\ ! ! !
© 1,163,406 , 4,703,453 | ° 274,959 1’ 1,505,023 ’ 9,069,949 16,718,795
i B ek : . il g
Bt 1% gt ey : ™. I '
br Yk LiNerano.

.Wfff‘ln%i&n Railway=and other Guarantoed Companies remaining in Home|
- résmyafter deducting sums drawn by them in India, |
~ £3,771,741 3,771,741

'Lotal of above, India and England...... 20,490,536
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o The item ¢ Treasury Notes’ means a portion of thie capital of the funds of the Covenanted
Civil Service (known “as the Civil Annuity and the Civil Funds) invested in Government
securities, The heading ¢ Service Funds’ means the remaining capital of those funds, a
pottion of which will shortly have to be paid out from this account by the new arrangements.
The heading ¢Bills payable’ comprises the amount of Secretary of State’s bills outstanding
on that date; representing moneys received in Englaud but remaining to be drawn (on.
presentation of bills) in India. The ¢deposits bearing interest’ comprise the moneys deposited
in the Government Savings Banks. The ¢deposits not bearing iuterest’ include all the
moneys belonging to the local finds; to the mew provincial services; to the judicial
department all over the country—that is, thesums deposited in the Courts of Justice, sums in
the hands of the official assignees and the like ; to the various revenue departments, often
representing disputed items of revenue; to all the other departments of the service;
to the military prize funds, and to other branches. ~The last item, € capital of railway compa-
nies,’ represents moneys which we have received from the railway companies and shall have
to pay on their account.

“Of these liabilities there is a swmall portion, such as a part of the capital of the Civil
IFund, which practically the treasury will not be required todischarge. But by far the greater
purtion of the liabilities will have to be discharged, and is constantly in course of being dis-
charged.  And a great deal of that, again, represents money lying at call, and will have
shortly to be discharged.

“The aggregate of these items is seen to he £20,490,536, or 205 millions, for the
discharge of which the cash balance forms the assets. There are other assets indeed, such as
buildings and other real property, of which I am not prepared to offer a valuation.

“ But it is to be further recollected that this aggregate is lable to constant increment
and decremeunt, thatis to say, that there are constantly receipts of one kind and another
which augment the liability, and payments on the other, which pro fanto operate in discharg-
ing it, and this process goes on to the extent of many millions on each side of the account
yearly. In the statement of receipts and payments appended to the budget will be found the
items for 1872-73 of receipts and disbursements on account of advances recoverable and
depoesits repayable, namely, £18,518,600 or 185 millions receipts, and £18,394,400 or 184
millions disbursements.  Now, out of these items £16,556,700 receipts, and £16,6:20,400
payments, or 164 millions on cach side of the account, relate to this very aggregate of liabi-
lities which- I have been describing. [n other words, there will be 164 millions of incre-
ment and about the same amount of decrement during the year. The aggregate Hability
indecd is like one of the great perennial snowy mountains in the [limalaya.  There is yearly
a great accession of snow over and above the permanent mass. On the other hand, there is
a great thawing and melting annually.  Butafterall a mass remains. Let that be represented
by the aggregate of 204 millions. Let the newly fallen snow be represented by the 164
willions of receipts ; and let the thawing be likened to the 164 millions of payments.

¢ Having thus briefly explained the nature of ¢the cash balance,” 1shall add an explana-
tion in abstract of the causes of its growth from*£10,175,804 or just over 10 willions in April
1869, the lowest point, to the £21,640,143 or 214 millions in April 1872, showing an-
increase of £11,464,333, or 114 millions, at the latter date over the former, that is, m a period
of three years. What then are the causes? Why, in the first place, we have had surplus of
income over ordinary expenditure to an amount of 4} millions.  We have 2§ millions of un-
expended loan money in land: that is, 2% millions bave been borrowed for public works more
than have been $pent. Half a million of railway capital has been raised more than has been
spent. The result of the account of the Secretary of State’s drawings is favourable to the
extent of 11 million, that is to say, 1} million more has been received in England than has
been paid in India upon the drafts.  Half a million of Abyssinian advances have been repaid.
One and a half million of the 5 per cent. loan:debt discharged and eredit taken, but money
remaining unpaid and lying at call of creditors. Half a million has been virtually transferred
from the Home Treasury to the Indian Treasury. Three quarters of a million more have
been received than paid on'the deposit account. The aggregate of these items amounts to
114 millions, which exactly accounts for the difference and for the growth of the cash balance.

‘T now approach the second object I proposed to myself, namely, the income-tax measure
before the Council, regarding which shortness of time compels me to be brief:

1 cannot on this occasion express any opinion as to whether the measure should be
permanent, or as to what other measures of relief it should be combined with if made
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permanent. Whatever opinion 1 may have thercon, I must reserve it for representation
or for vindication at the proper time. Therefore what little I have now to say will relate to
the past and to the present. It is true that I have hitherto contented myself with founding

_its justification on manifest necessity. With this absolute financial necessity staring us in
the face, I have deemed it a work of supererogation to advance arguments as to other advan-
tages and merits which the measures may possess. The fiscal success of a measire which in
a decade of years has brought in 134 millions to the treasury is indisputable. Being still, at
this moment, as much convinced as ever of the necessity, I nevertheless acknowledge having
seen, as indeed I still see, great and manifold advantages in the measure.

“ Notwithstanding all that has been ever urged to the contrary, I affirm’that no tax we
could devise is so free from politic and economic objection. With the exception of the excise
and opium duties, which I regard as the best possible form of taxation, there is no part of our
taxation which I would not sooner have remitted than the income-tax. If relief could have
been afforded, I would sooner have afforded it under the head of customs or salt, even in
some provinces under the head of land revenue, than income-tax.

T believe that the moral eflect of thie income-tax in-the enforcement of economy has
Deen excellent. One of the dangers that beset Indian finance is the innate extravagance of
<public opinion’ in this country respecting administrative reform—a noble and generous
failing perhaps, but still a failing. The moment that the pockets of the rich, the clamorous,
the influential, ave touched by an income-tax, then the otherwise irrepressible tendency is
repressed. ¢ Public opinion’ becomes intent upon economy, partly from the fear of direct
taxation being increased, partly in the hope of such taxation being mitigated. And this is
well, I certainly perceive, or fancy to perceive, an immense improvement in public opinion
since the imposition of the income-tax.

#Then, though it may seem paradoxical to my Honourable friend on the left, I assert
that the tax is {ruly popular. When it reached low incomes there was indeed an element of
unpopularity—which indeed was, with some justice, alleged against the measure. = But by
the amendments and remissions of 1871, and now of 1872, the wind has, as it were, been
taken out of the sails of the ‘unpopularity’ argument, till it at last is flapping idly. And
nm:l' :;he tax 1is popular, because it avoids the poor aud needy, and fastens only on the well-
to-do!

* My Honourable friends on the left never tire of telling us that the Natives, both edu-
cated and uneducated, hate the name of this tax ; that the dislike to it is universal among the
best of our own officers. Now are my Honourable friends justified in being so very.sure on
this point? Let us see. The Council has heard to-day the opinion of Sir William Muir,
Lieutenant Governor of the North-Western Provinces (quoted by the Honourable Mr. Chap-
man). I should infer from' that that Sir William Muir is in favour of. the principle of the
tax, provided that it he fixed with comparative permanency. The Council has also heard
‘to-day the opinion of General Barrow, Chief Commissioner of Oude (cited by the Honourable
Mr. Ellis), which is highly favourable. [ hold in my band the official letter from Mr.

" Davies, Lieutenant Governor of the Punjib, submitting an elaborate report on the workiug
of the income-tax, and declaring it to be satisfactory and vequiring mno further remark. I
further beg to read an extract from a minute by Mr. Alonso Money, one of the highest
revenue officers in Bengal. He says, writing 18th October 1871, I still hold to the op?niou
expressed by the Board in July last year, that under certain conditions, and  guarded from
abuse by a different procedure, the tax would be a proper and a safe one. Assuming that
money must be got from some sources of taxation other than the normal ones, I consi(i:er the
income-tax the best form of direct taxation, as being the only one which falls upon trading
profits, as well as upon profits from laud. But it should be levied only from well-to-do
classes * * If thereis to be an income-tax, I would have it fixed for some years at its
present rate * * * The return after the first year would be satisfactory, and little or no
discontent would be excited.’ g :

. “Thus, though no doubt many high officers, and especially some of my Honourable friends
-on the left, perhaps also the majority of our officers, generally do condemn the tax, still I
1 ome evidence of the highest character which is more or less favourable, drawn too
ach one of fhe several great divisions of the Bengal Presidency.
““Then as to'the Natives
organs of Native opinion are b
extract translations from-

perh?ps my Honourable friends are not aware that some of the
becoming actually favourable tothe income-tax. I will read some
tWo newspapers published in the Bengali language, written with
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much ability and with entire independence, representing large sections of opinion in Ben-

gal al.ld, haviag counsiderable circulation. They are named the ¢Shém Prakash’ and the
‘ Amrita Bazar-Patrika.’ .

¢“The ¢ Amrita Bazar Patrika,” on the 25th January last, observing that}127,000 persons

had been assessed to the tax in Bengal, remarks that ¢ the tax may be hated by the 127,000
people, but that the rest of the population of Bengal, 39 millions, ave quite indifferent to it.’
“Then it proceeds to’'question whether all of the 127,000 persons really object to it, and states
‘by recent changes the number of tax-payers will be reduced to 50,000 ouly out of 40
millions. And this is the tax which is said to be unpopular. Why, according to this view,
ouly one in 800 will be touched. Certainly the one unfortunate may hate the tax and abuse
the Government, but the 800 people will with uplifted hands pray for the prosperity of a
Government which has saved people who are poor, and taxed those only who can afford to

pay !’ : ;

«“Perhaps my Honourable friends will admit that this is remarkable testimony from an
original Native source. '

““On the 18th of March last the ¢ Shom Prakash,” writing about the coming budget,
writes—

“¢We learn that the Anglo-Indian cries against the income-tax have by this time reached
England, and that probably it will be reduced, if not abolished altogether. We are further
informed by the same journal that the London Timés has denounced this tax as unsuited to
our countrymen, Natives of India. We. are thankful to the 7%mes for pleading on our behalf:
but in reality we poor Natives have very little to do with the income-tax. This tax has the
merit, as we have frequently pointed out, of leaving the lower orders completely intact; we
have shown in a former issue that it affects only one in four hundred of our countrymen, and
that it is the most equitable of taxes, inasmuch as it takes from those alone who are able to
give. Ourlate lamented Viceroy had a full insight into this matter, and he persistently turned
a deaf ear to the bitter abuses aud keen satires of the Anglo-Indians for keeping fast to the
income-tax. But we trust we have accorded the fullest measuve of praise due to the deceased
Lord for his manliness in this respect. * * * The Government has already earned the

gratitude of the people by persisting in maintaining the iucome-tax in opposition to the will
of his own countrymen.’ :

< Now, my Lord, all this is genuine opinion of Natives as expressed by themselves in
theiv own fashion, and it differs fofo celo from the other phases of Native opinion as to-day
described by some of our Houourable friends on the left.

¢ But in corroboration of this view of Native opinion as being favourable to the income-
tax I will read a passage from an English journal, the Pioneer, of Allahabad, second to no
journal in India in respect to influence and ability. The Pioneer, in a leading article of the
12th April (the present month), says:

¢¢1n one, and perhaps the true sense, the income-tax is, and always must be, the most
popular of taxes. g ¥ ¥ s * # %

The millions will always desire gradually to devolve the whole burden of taxation on the
thousands. But where the income-tax is voluntarily self-imposed by the rich, aund is not
forced upon them from below, this objection does not apply, and the measure has then a self-
denying and patriotic appearance very useful in conciliating popular respect. Even in this
country we believe that the tax has already had to some extent a good eftect, and that it will
have still greater use, now that the minimum is raised, in persuading the Indian masses that
their English rulers, when it comes to taxation, do not spave themselves, and that they do
desire to spare the poorer population. In this sense we believe the income-tax to be decidedly
popular.’

<« This testimony is the more remarkable in that this journal appears to be opposed to
the income-tax in several respects, and to regard it as aun object of dislike to those who pay it.

‘ And now, my Lord, I shall conclude by reiterating that in all our proceedings in re-
spect to the income-tax we have been animated by the desire to do justice by impartial distri-
bution of the public burdens. [t is indeed well that in a Legislature where the Native mem-
bers are very few, and where the members are almost all of the governing race, the measures
of taxation should justly include the European community. It is also well that in an
assembly where the majority of the members is official the taxation should equitably affect the

v.—91 -
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official classes. In other words, the justness of our conduct is mnmfcls,f when we show that,
on the occurrence of necessity, the firsg thing we dois to tax ourselves!

e v
The Honourable Mr. Rosmnson said :—¢ My Lonp, the Honourable Finance Member
& 2 Yy s view - -
has cast ardoubt on; the judgment I entertain of Lord Lﬂ\\'lfillc(} s \1g\\'of tlulz mcor]ne ta:x(.l I
gather the view which I hold from bLis Lordship’s own public enunciatious, from the conduct
of the Government he presided over, and from the repeated enunciations of his Finance

.. Minister,. The Honouvable Member, I suppose, is giving some _personal impression of the

-

private opiuion entertained by Lord Lawrence on this subject; but I may observe that, I have
heard others who knew.His Lordship’s views well, and they entertain the same view as 1 hold
of that statesman’s views in respect to laying further burdens ou the land. 'I can, of course,
only judge by the enunciation of the Viceroy himself and of his Iinance Minister when ac-
tually urged to impose the income-tax. .~ The simple facts are that Lord Lawrence never did
put a tax on landed income, that his Government persistently refused to do so, and that it
was only when our honourable colleague came to lose the sagacious guidunce of that states-
man that we heard of the income-tax as it is.” -

His Exceriency tne Viceroy said,—— I shall certainly not complain of the length to
which this debate has been drawn out, or of the discursive character of the disquisitions which
this Council has heard. These disquisitions have contained much that is interesting, and
much that may be valuable, when recorded,or repeated, in enabling the Council to come on
a future occasion to a sound conclusion with reference to the confirmation or abandonment
of the income-tax, and with relerence to the form in which it should be east if adopted as a
permanent part of our fiscal system. I shall, however, not follow my honourable friends
into the wide arena of discussion, which they have occupied. 1 caunnot flatter myself that,
on the very eve of departure, when my councction with India and its interests is about to be
severed for ever, my opiniou could have any influence in shaping the financial policy of
Government, nor should I consider mysell justified at this stage of the debate in engaging the
attention of the Council for any length of time. The remarks which I shall submit will be
of a personal character; they will embody a justification of the share which I have had in the
presentation of this. financial statement, of the part which I now take in recommending the
re-imposition of the income-tax in a provisional shape.

‘““Some expressions which have fallen from:my honourable friends who are opposed to
the present bill might almost seem to imply that, in their opinion, the financial statement has
been so contrived and adjusted as studiously to bring out a small surplus, a surplus so small
as to make the re-imposition of the income-tax indispensable. I cannot too strongly protest
against any imputation of this nature. I can only say that if I believed that thg statement
was in the least degree obnoxious to this suspicion, it would never have received the least shave
of countenance or support from me. On the contrary, LI affirm that if we regard the peculiar
circumstances under which the present budget is framed and presented, it is a fair, honest, and
Judicious project, an accurate picture of the probalile revenue aud expenditure, a scheme
which we can present with confidence to the criticism of the Council and the country.

“““There has been no desire to under-estimate receipts; there has been no desire to over-
estimate expenditure so as to elicit an unfavourable result. Setting' aside for a momeut the
‘revenue and expenditure connected with opium, I contend that au unprejudiced view of the
capital sources of Indian revenue will show that the estimates of revenue to be derived from
those sources are rather high than low, rather hazardous than timid. The estimated receipts
from land revenue, salt, customs, stamps, and excise are either based on the actuals of recent
vears or pru.deu_tly expanded where there is the least hope of increased returns. The dis-
l.mrscmen't side is a uurmnl. estimate \_vit,h reference to the figures of the past year; it has been
!mmc(! with an earnest desire 1o restrict expenditure, and where there are excesses an accurate
ftﬂu!y.:ls, into which I have no time to po, would show that hese excesses are strictly
Justified by the claims of the several Governments concerned and by the necessities of the
public service during the present year. Tk

. There is an item in the revenue and expenditure of India which  defiés the power of
= z\f&csx‘al‘forecl?st. the_item of opium. The price which we have adopted, viz., Rs. 1,200 per
-iiiiﬁﬁrﬁﬁyn fn.‘;e[i;"|:§llate((jl by tnauyvoutsgde Ll}es_e walls, who are (]_IS.])OSP(I to regard the ques-
Tespeet has beeg:pp;‘&ﬁf’ﬁ“ﬂ“f“}i )P".'f”'t?f biew, but the d.ec1swx3 of Government in this
‘a_bim}""'ﬂ“d-'impamulixy 'uiv t-};‘LSSI L-nt“: 0 ; l.nybﬂonoul‘a_hle ﬁ'lend_l\h'. Bullen Smith, whose
Mr. Stewart has not ventured to sull]:ets}: 11'?“ l‘)_’o?d L!lspute; while my Honourable friend
would make 1o essential difference in \heabullu%l::%{sl:e%‘tue it 200,00 Adsepceselich
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¢ 'There is, on the other hand, a great increase in the estimated expenditure on account
of opium when-compared with the abnormally low expenditure in the year 1871-72, but that
estimate is‘ justified by the expenditure of former years, and by the benefit of a higher price
which the oGvernment have determined to award to the cultivator. If the season 13 not ad-
verse, and‘if the projects of Government for incréased cultivation are fully carried out, the
disbursements on-this account.will be completely realized. :

¢ The results of the opium revenue may nevertheless be more favourable than the results
here set down ; they awill probably be more favourable, but the Government have in this matter
daties and respousibilities which they. cannot overlook ; they must act prudently and on the
bestadvice. They have done so, and I do not:think that the soundness of  their resolution
will he seriously disputed. - :

« Both with reference to the ordinary sources of revenue and to the exceptional item of
opium, the financial results are, 1 contend again, presented in a just though it may be sober
light. :

o

¢ If then we have no right to count with confidence upon a larger surplus than the one
now presented, a surplus of a quarter of a million sterling, it is obvious that the re-imposition
of the income-tax is indispeusable, for the budget could not be introduced with ‘a deficit.
"The admission of a deficit on the financial project of the year ;would he a violation of all the
principles and traditions of onr-financial policy. . I may add that it would he absolutely pro-
hibited by the Secretary of State.

I beg the Council to. believe that the conviction at which Ihave arrived on this question
has not been hastily or willingly adopted. I 'do not appear hefore you as an enthusiastic
partisan of the income-tax. 1 do not appear before you as an advocate of a high expenditure
in order to maintain a high revenue. The present conclusion is contrary to all my hopes and
all my wishes. I am a reluctant convert. . When my attention was first devoted to the finan-
cial situation of the preseut year, I was, like others, arrested hy the immense accretion of the
cash balances gorged with monéy which had flowed in from numerous sources of which the
nature was to me then partly unknown, but which have been lucidly explained by wmy
Honourable friend Sir Richard Temple on this occasion. 1 was, however, from the first aware
that net less than four millions and a half of this unprecedented accumulation represented
surplus revenue during the last three years, and [ cherislied a warm hope, 1 may say a per-
suasion, that the financial prospects of the present year would be defined in such a form as to
justify the remission  or relinquishment of " taxation in _some shape or other. These hopes
were confirmed by the knowledge which I acquired that the same impressious were entertain-
ed by a far higher authority, by the late Viceroy. Irom the last recorded opinions which
he left behind him, from his latest expressions well remembered by his friends, we kuow that
the Barl of Mayo. believed that the time had at last arrived when the question of reduction
and re-adjustinent might be seriously entertained. I assure the Council that nothing would
have given me deeper, more intense satisfaction than to present-to the Council and the coun-
try an alleviation of the public hurdens as a posthumous henefit from that strong and kindly
hand which has ceased for ever to labour and to give. After deliberate inquiry this course
was found to be impracticable.

¢ But, gentlemen, because we ave not able inan exceptional and provisional coundition to
take up the benevolent thoughts and plans which the late Viceroy surrendered with his life,
and conduct thent to the conclusions which he contemplated, are we therefore to abandon all
liope of an early relaxation of the fiscal pressure which for most justifiable purposes has been
imposed upon the country ? In my humble judgment, notat all! When three years ago the
Earl of Mayo assumed the direction of the finances, he found himself in a situation which
warranted a severe and exacting poliey. e found the national veserves at the lowest ebi ;
he found the Government drifting into the suiferance of recurrent petty deficits, a situation
more than anything else disgracelul and debilitating 1o a State : to meet these evils he had
recourse to the most unsparing and energetic action.  He continued and raised the income-
tax as an impost on the more affluent classes; he raised the price of salt to 50 or 60 millions
of onr Indian fellow-subjects, which was an income-tax on the poor; he arrested imperial
expenditure even for the most justifiable objects on every side ; he contrived the system of
provincial appropriations to the several Presidential and Provincial Governments 17cprcscnt.
ing repartitions of imperial revenue 1ot soon or l.lgl'lt"‘,' to h(.: exceeded ; he iudirccl\y stimulat-
cd the development of local and municipal taxation, by whicl: the claiins on im

S : . perial and pro-
vincial revenue might be replaced or” suppiemented. 1,

for ‘hinv a
for one, “have always admired and
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extolled this courageous policy. By the light of subsequent events it may sge;n in some
particulars to have been overdone, but it was justified by the l_mowledge which fcl'{)vlem-- ;
ment possessed, at the time, and it was better to go too far on a wise course than fl:o 1ax short
of a great public necessity. You have now before you the full result o the ttanfaxd
getic action adopted by the Viceroy in your replenished cash balances, in lal']es ?lcf't
equilibrium between revenue. and expenditure, in the confirmation of public cre -ld
.in the introduction of a vigilant economy in expenditure. The ends which the Viceroy ha
at heart have been attained ; the first phase of his financial policy was concluded at the moment
of his lamented death. 1f his life had been spared for the benefit of this country, I do not
doubt that a second and a different period of his govérnment would have been inaugurated,
a period of prudent remission and re-adjustment of imperial taxation for the welfare and con-
tentment of all classes of the people—such a task would have been peculiarly congenial to
his humane and temperate intelligence.

“ It is acknowledged on all hands that even the first steps in the direction which has been
indicated could not have been taken now. No serious remission of taxation can take place
without reductions of expenditure, and reductions of expenditure except in emergencies can
only be'justifiable and  useful when maturely considered, cautiously ‘introduced, continuously
urged and carried out under the personal impulse and control of the permanent head of the
Government. The duty which dropped from the hands of the late Viceroy, and'\}'lnch I
could not possibly take up, will be properly assumed by Lord Northbrook, whose ability and
varied political experience will enable him to prosecute it with success.

“Having said o much on the general question, I shall only touch upon one of the
subordinate topics which have been introduced in this discussion— I mean the question
of “local and municipal taxation. In this matter I concur in much that has fallen from
my Honourable friend Mr. Robinson, and I cannot agree with the spirit of the remarks
made by His Honour the Lieutenant-Governor. The Honourable the Lieutenant-Governor
in making light of this description of taxation may be right in reference to Bengal, where
the systerais in®its infancy, and where the Government land assessmeut is so light.
But. 'my Honourable:,friend Mr. Robinson referred to other parts of India, where
municipal and local taxation have already assumed formidable proportions, and where_they
are superadded to a land revenue fully proportioned to the ability of the cultivator. Thesc¢
local'taxes are weighty already, they have a tendency to accumulate and expand, and they
Justify the careful inspection and control of the Supreme Government; on the other hand,
{ cannot agree with iny Honourable friend Mr. Chapman, who seems to consider that the
imperial revenue should be kept at a high level in‘order to increase the provincial appropria-
tions, and thus to enable the subordinate Governments to reduce the local taxation already
levied. My Honourable friend advocates a course which 1 apprehiend we cannot follow.
The system of local taxation on which we have entered is not vne from which we can turn
back, or from which we ought to turn back. I concur with my Honourable friend Mr.
Strachey in considering that the institution of provincial appropriations, and the development
of local and municipal taxation which is indisputably linked with that measure, are amone
the most important and fruitful innovations which we owe to the Government of the Earl of
Mayo. But the late Viceroy, in instituting or stimulating these methods of taxation, did not
only regard them as a way of raising money. Municipal and local funds involve mu-
nicipal and local bodies by which those funds are administered, aund in promoting the creation:
of such bodies the late Viceroy sought, as my Honourable friend Mr. Strachey can testify, not.
only to procure money for good purposes, but to deposit throughout tlie country the -princi-

* ples of public spirit and local self-government, The project was not only financial, but social
and political. We may indeed, I trust, look for a reduction of taxation hereafter, but 1 would
not look for it, as the Honourable Mr, Chapman does, on the local side. 1 would look for it

“on the imperial side. To arrest the project of municipal ‘and local taxation and organi-
zation now would be, in my opinion, tantamount to a reversal of the policy originated by the
Larl of Mayo,—it would be a retrogressive and reactionary step:”

. The motion was put and agreed to.

* The Honourable.Str Riciarp TempLe then moved that the Bill as amended be 'Passa"
" Tl\g question being put, : . | :

. The Council divided—

v
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Ayes. - Noes.
His Excellency the President. Honourable Mr. Inglis.
His Honour the Lieutenant-Governor. Honouralble' Mr. Rohinson.
His Excellency the Communder-in. Honourable Mr. Stewart.
Chief.
Honourable Mr. Strachay ! o

Honourable Sir R. Temple.

Honourable Mr. Stephen.

Honourable My. Ellis.

Major General the Honourable H. W,
Norman.

Houourable Mr. Chapman.

Honourable Mr. Bnllen Smith,

So the Motion was carried. :
EXTRADITION BILL.

The Honourable Mr. Stepexy moved that the Report of the Select Committee on the
Bill to consolidate and amend the law relating to offences committed in Foreign States be
taken into consideration. e said that the question which he thought the Council ought
now to consider was whether, under all the circumstances, this Bill ought now to he disposed
of. e would shortly state what was the position in which the matter stood, and it would
be for the Couneil to decide whether they would consider the matter now, or consent to its
lying over for several months. Considerable complaints had been made by some of the
Native States as to the inconvenience to which the present state of things gave rise, and, in
consequence of those expressions of opinion, a Resolution was drawn up by the Government
of India, and circulated to all the Political Agents, proposing certain changes which were
embodied in this Bill. The replies which had been received to that circular had been duly
considered, and a Bill founded upon those replies was introduced and published in the
Gazette so far back as the second of January last. The Bill had been before the public for
upwards of three months. Mz, Steruex did not think that the Bill as drawn up on that
occasion was expressly submitted for the opinionsof the Lacal Governments ;- but he knew that
all the Governments principally iuterested in the matter had returned expressions of opinion on
it. The Bombay Government had stated in answer that they desired that the Bill should be
passed. ' The Government of Madras liad answered, also expressing their general concurrence
in the provisions of the Bill. The Government of Bengal had not favoured them with any
explicit expression of opinion, but they had sent up the opinion of the Commissioner of
Burdwan as to the effect the Bill was likely to have on the velations of the Government with
the I'rench Settlement of Chandernagore. Those communications were takeninto considera-
tion by the Committee, and amendments had been made in the Bill, uot with the view of
affecting the character of the Bill, but of making its jirovisions more explicit. "The Bill as
drawn recited :—
« Whereas various Courts liave been established by the Governor General in Council
‘beyond the limits of British India for the trial of offences committed by British subjects
beyond such limits ; and whereas it is expedient to consolidate and ameund the law relat-
ing to such Courts, and to offences committed by British subjects beyond the limits of
British India, and to the extradition of eriminals.”

And then the.Bill enabled the Governor General in Council to establish Courts of Justice
of criminal jurisdiction in Native States. Those provisions had been explained when the
Bill was introduced. The right of the Governor General in Council to establish such Courts,
MRg. StEPHEN said, was a political question which had to be determined by the Government
of Indiaand the Native States concerned. There were, in many parts of India, British Offi-
cers who, as Political Agents in Native States, were entrusted with the power to try political
offences committed by British subjects in Native States. It was felt, when the Bill was
referred to a Select Committee, that the expressions to which allusion had been made were
liable to misconstruction, Accordingly, various amendments were introduced, which he
hoped would render the provisions of the Bill free from misconstruction. Instead of the pre-
amble to the Bill as originally introduced, the Committee had substituted the preamble to an
Act 6 & 7 Vic., known as the Foreign Jurisdiction Act, giving similar powers to British offi-
cialsin certain cases. And the preamble to the Bill now stood thus :—

‘ Whereas by treaty, capitulation, agreement, grant, usage, sufferance, and other
Jawful means, the Governor General' of India in Council has power and jurisdiction
v.—92
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within divers places beyond the limits of British India; and whereas such power qnd
jurisdiction have from time to time been delegated to Political Agents and others acting
under the authority of the Governor General in Council ; and whereas doubts have arisen
how far the exercise of such power and jurisdiction, and the -delegan'un. thereof:, are con-
trolled by and dependent on the laws of British India; and whereas it isexpedient to re-
.« movesuch doubts, and to consolidate and amend the law relating to the exercise and de-
legation of such a power and jurisdiction, and to offences committed by British subjects
beyond the limits of British India, and to the extradition of criminals.”

It would be observed that the word * Courts” had been avoided throughout the. B.ill,
and 1t had been stated that the Governor General in Council might exercise any jurisdlctlon.
or power which the Governor General in Council might have exercised before the passing of
this Act. The Bill did not alter in any decree the position of the Government with regard to
Native States: it merely said that where the Government had power to establish such Courts
at present, that power might be exercised in such manner aud. by such Courts as the Governor
General.in Council might divect. .

His Houour the Licutenant-Governor had expressed doubts as to the manner in which
this Act would affect the relations of the Government with the Settlement of Chandernagore.
To that MRr. StepaeN would reply that undoubtedly a British subject who committed a
crime at Chandernagore would, under this Bill, be delivered up with a very much greater
degree of promptitude than was the caze now. It would not in any way affect our relations
with the Irench Government. Mag. StepaeN might state that the Committee had taken into
consideration certain ohjections which had been raised by the Commissioner of Burdwan,
-who thought they had omitted to put into the Bill certain powers conferred by Act VII. of
1854 for the extradition of crimiunals. In answer to that, Mr. StepneNy would refer to the
provisions of section 14 of the B.1l, which embodied the principal provisious of Act VII. of
1854 which were considered necessary to he retained.

s

 He would repeat that the existing law had been found very inconvenient, the Native
States having fouud it very difficult to obtain the extradition of British subjects who had
committed offences within their States and sought refugein British territory. 'The provisions
of thiis Bill would be a boon to the Native States, and Mr. Srepaey would have wished that
the final amendments of the Select Committee had been presented at an earlier date. As he
had said belore, he wasin the hauds of the Council as to the course which should be pursued
in regard to the Bill. 3

His Honour tne Lizurenant-Governor had been taken by surprise in this matter. He
understood that the Bill had been withdrawn and postponed to a more favourable season.
But at an early period of His Howxoun's presence in Council that day the Honourable
Member had announced to him that it was his intention to proceed with the Bill if there
was time. At that time H1s Honour avas listening to the interesting speeeh of the Honour-
able Mr. Robinson on the income-tax. Other Honourable Members followed, and the flood
of eloquence was so great that he never imagined there could be time for this other Bill. He
anust go back and explain his position in regard to this matter. Two or three days ago the
Honourable Member told him that it was not his intention to proceed with the Bill : he then
communicated with another. Honourable Member, and they both felt some doubt, and the
result of that communication was that the Honourable Member had himself formally with-
drawn the Bill at a late period of the proceedings of the previous day. Objection had been
taken to the provisions of this Bill by two or three officers under Iis Honour’s Government.
the peculiarity in the Bill was that Chandernagore would fall under the category of a Native
State, and the appellation was not calculated to foster the cordial relations which had always
q,‘wsted between the Government of Bengal and the authorities of the French Settlement of
Chandernagore. Itappeared to His Honour that there was no necessity for this Bill as revards
Bengal_. The Gover.nment had been getting on very well without this Bill, and he thought
that this was not a kind of Bill that ought to be brought in and proceeded with in a grtéut
hurry.  He did not purpose to be obstructive in the matter, but he must wash his hands of
Al responsibility as” regards this Bill, for he did not know anything about it, not being
-1}}).5%‘{2!‘#‘1. ‘If the members of the Executive Government would say that, looking to the
!d?e i Q‘ff‘l;:?(lli(‘:(r:lagg'e .qnd otherdl.ﬂéfrf)]l)ean' silttlel.nents! as well as to - the Native States,
HTEINg any. fuhes zb.ec:;lusetauy .lblcu. ty in dealing with them, he wouyld refrain from
e ébv’érnh; e ha dections to it ; but if it wasa Bill got up only by one department of

: ment he would his objection th: S (e
for the consideration of the n})er::it:gs objection that sufficient time had not been allowed

* Y

»s



339

The Honourable Mr. EvLts could not agree with His Honour that they were getting on
very well without this Bill, or that the relations of the Government with Native States in the
matter of extradition were on a satisfactory footing. He had seen the Bill substantially in
the form in which it was proposed to pass it, and he believed that it met the requirements of
the Native States of the Presidency of Bombay : they were very numerous and of a diversified
character. He had at first been of opinion that time should be afforded for the further con-
sideration of this measure, but he had since had the opportunity of knowing that the matter
had been fully gone into in Bombay by the Government of Bombay, and‘that His Excellency
the Governor of that Presidency was anxious that the Bill should be passed ; therefore, unless
His Honour the Lieutenant-Governor had some more specific objections to urge, Mr. Evuis
would consider it liis duty to vote for the passing of the Bill.

The Honourable Sir Ricusro TempLe said that considering that if this Bill were nat.
proceeded with at present it could not be passed for some nionths, notwithstanding that, to
his knowledge, the matter had been for some time past under discussion ; and considering
that it had been cavefully considered by his Honourable friend Mr. Steplien, in consultation
with the Foreign Secretary, who had given long-sustained attention to the matter, he thought
that there could be no objection to the passing of the Bill at once.

The Motion was put and agreed to.

Theé Honourable Mr. StepueN then moved that the Bill as amended be passed. In do-
ing so, he observed that the Bill had been very carefully considered in detail by the Select
Committee, and had been drawn in the Legislative Department in consultation and commu-
nication with the Foreign Department. Every Political Agent in the country had had auv
opportunity of expressing an opinion upon the provisions of the Bill, and we were roughiy
in possession of the opinion of every Local Government iuterested in the matter.

The Honourable Mr. Stracury said that, with reference to the remarks which had faller:
from His Honour the Lieutenant-Governor, he wished to say that he had himself thought the
Bill might without any disadvantage be postpoued ; but he was now satisfied that it would be
wiser to proceed with it at once. This was the last occasion upon which the Council would
have the advantage of the onourable Mr. Stephen’s presence. e had studied the whole
matter most carefully, and he thought the Council ought to avail themselves of the great ad-
vantage of his advice. 1t would be hardly fair to the Honourable Member’s successor to throw
on him immediately upon his arrival the labour of going into this most delicate and intricate
subject. Mr. Strachey had no doubt that the subject had been most carefully considered, and
he would therefore vote in favour of the passing of the Bill.

His Honour tue Lieurexant-Governon said that he accepted this Bill as a Bill placed
before the Council by the Government of India which the Government asked the Council to
pass, and in that view he would not oppose the passing of the Bill. .

The Motion was put and agreed to.
The Council adjourned sine die.
H. S. CUNNINGHAM,
Officiating Secretary to the Council of the Governor General

for making Laws and Regulations.

CaLcuTra,
- The 17th April 1872,
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