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Absl1'Clct oj 'lte Proceedin[}s oj tl.e COl/i/cil oj the GoverI/o}' GenemZ of India, 
assemVled fa)' tlte pW'pose oj lIwkilll) Laws {/.lI£l Regulatiol/s ulldel' tlie 
jJ1'0l;isions oj tlte A et of PlI1'limlleilt 21. 9' 25 ric., cap'-G7. 

'fhe Council met at GOYC\'Ulllent llOLlSl! on l'rici:ty, the 17th l\Iarch 1871. 
l)llESE:K1.': 

His Excellency the Viceroy aml Goycmol' General of India, K. P., G. 111. S. 1., 
jJl·esidillg. 

His HonoUl' the Lieutenant Goyemor of Bengal. 
His Execllency the COlllmauder-in-Chief, G. c. n., G. c. S. I. 

'l'he Hon'ble J ohn Strache~·. 
The Hon'ble Sir Richard '1'e111ple, K. c. s. I. 
The Hon'ble J. Fitzjames Stephen, Q. c. 
The Hon'ble B. II. Ellis. 
:M:ajor-General the Hon'ble H. ,r-. Korman, c. n. 
Colonel the Hon'ble R. Strache~', c. s. 1. 

The Hon'ble F. S. Chapman. 
The Hon'ble J. R. Bullen Smith. 
'l'he Hon'ble F. R. Cockerell. 
'l'he Hon'ble J. F. D. lng·lis. 
'1'he lIon'ble D. Co,,-ie. 
'1'he Hon'ble W. Robinson, c. s. 1. 

BROACH TALUQDA:RS' RELIEF BILL. 
'1'he lIon'ble l\iIt. CIIAPMA.N, in asking for Ieuye to post.pone the lll'esentation 

of the rpeort of the Select CQmmittee on thc Bill to relieve from incumbrances 
the estates of Taluqd{trs in Broach, said he had only that moming received a 
communication from the Bombay Goyernment wlrlch he wished to place before 
the Select Committee before they made their fillall·eport. 

Leave was granted. 

S'l'EkMER, SURVEY (RAKGOON) BILL. 
'rhe Hon'ble l\:ln.. CIIA,PlIIA.N also introduced the Bill to provide for the 

survey of steam vessels in the Port of Rangoon, and moYe(l that it be referred 



188 INCO]lE TAX. 

to a Select. Committee with instructions to report in a week. He did 
not think it necessary to trouble the Council with any explanation in detail 
of the provisions of this Bill. The Bill was nothingmorQ than the law at 
present in force under local legislation in Calcutta and Bombay, a~d would 
enable the Chief Oommissioner of British Burma to have steam vessels sur-
veyed in the same '!l?ll;nneras was done at present in Calcutta and Bombay. 

The Motion was put and agreed to. 

INCOME TAX RILL. 
The Hon'ble lIIIt. STEPHEN asked His Excellency thc President to 

suspend tho Rule for the Conduct of Business which provided that a Bill 
must be in the hands of lIon'bie Members a fortnight before it could be intro-
duced. lIe made this request in order that the Bill for imposing duties 011 

income might be hltroduce(l. The Bill had been published in the Ga::ette for 
nearly a week. 

'rhe President declared the Rule suspended. 

The lion'ble Sm RICllARD TE:~IPLE introduced the Bill for imposing 
duties on income, and moved that it be referred to a Sel~ct Committee with in-
structions to report in a week. He said that although the Bill might have been 
a very few days iu the hands of lIon'bie Members, still the most ample publica-
tion had been giyen to the Bill for some days past, and he believed, therefore, 
that the object and intention of the Rules of the Council had been given full 
effect to. On the 9th of this month he obtained leave to introduce this Bill, 
for the reasons which he then submitted at considerable length to the Council. 
When the Council gave leave to introduce this Bill, he presumed that they 
were, or at least a majority of them, satisfied that some such measure as he 
then recommended on behalf of the Government of India was necessary. On 
that assumption, he would not at the present moment at all attempt to recapitu-
bte any of the grounds which he then brought forward. He would restrict 
himself at present simply to introducing the Bill, and would endeavour by a few 
hrief remarks to shew that the Bill did really and truly carry out, as explained 
in his last exposition, what he presumed had the general approval of the 
Hon'hle ~Iembers present. lIe had said that the most important provisions of 
the Bill were those which related to the rate of assessmcnt and the classes of 
incomes to be asscssed. The present Income Tax Act (XVI of 1870) imposetl 
a duty of 3k per cent., or six pies in the rupee, on all incomes of Rs. 500 and 
upwards. '1'he new Bill imposed a rate of only I,,'. pel' cent., or two pies in the 
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l'Ullce, and it. would affect only incomes exeecdino• TIs. 7(;0 pel' annum. He . • 0 

need not enlarge on either of those important provisions, as they ,,-cro fully 
explained in his exposition. 

Besides these, there ,,"cre eedaill changes introduced ill this Bill as comparcd 
with the existing law. 'rherc were clcyen points in which these changes 
,yere proposed, to each of 'rhich he would, with His Exccllency's permission, 
briefly refer. 

If the Council would refer to ihe 13th seetion of the Rill, they "would find 
that the Collector was cmpowered, 011 the present oeeasion, to require oflicers of 
companies and corporations to attend and produce (lccount.s. 'I'ltc reason 
for this amendmcnt had arisen in this way. Thc Council ,,-ould recollect that 
companies amI corporations ,,"ere assessell on t.heir puhlished returns. In the case 
of individuals, "here the Colledor hacl doubts, he surcharged, notwithstanding 
that. such charge m.ight not be strictly in accordance "ith the returns before 
him; but in the case of companies and corporations, t.he Collector hacl nothing 
but the return to go upon; there was no proyision for surcharging them. 

'That being the case, it hecame of great importance t.hat the rcturn should 
be strietlr and correctly rendered according to the requirements of the law, and 
if the Collector had any doubt of the accuracy of the return, he might be able, 
by the examination of details and by the attendance of the Secretary or other 
responsible officer of the company who rendererl the account, to satisfy himself 
of the corrcetness of the return. There were instances known of returns which 
were found not correct, notwithstunding the perfect bom1jides of the person 
rendering them. Mistakes might be inade from misapprehension, and instances 
had occurred of compauies and corporations voluntarily amending mistakes 
which had oCClurOlI; and under thesc circumstances it ,,-as deemed of great 
importancc that the Collector SlIOUl<l haye the power of examining thc returning 
offteer tonching' any points on "hich he might hayc doubts. This condition 
would be gencrally admitted to be rc.'lsonable. 

'rhe next point was this. If the Council ,,-ould refer to the 15th and 10th 
sections of the mIl, they would find that thc duty on Governmcnt scclU'ities 
must bc deducted at the place ,,-herc thc interest ,ms paid. '1'110 Council wouM 
see that the real ohject of this proyision ,'-as to proyide for thc complete 
t.'lxation of incomes derived from Government securities. It would be 
in the l:ccollection of the Council that Mr. "Wilson's Ineomc '1'ax Act 
of 1860 did proyide, in the same manuel' as now proviclcd, for the turin", o 
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of this class of incomes at its sourcc, that is to say, at thc l)laces wherc intere::;t 
was IJaid. 'Whcn that Act eXI)ired, and ~Ir. 1tfasscy's Lic~nsc rfax und Ccrt.ificatc 
~'ax Bills were passcd, those taxes being mcrely taxcs on trades and professions, 
it 'was not found ncccssary, and indecd it 'was not dcemed proper, to make any 
strict IJl'oyision for taxing incomes derived from t.he Funds. In 1809, when 
these two Liccnse Acts wcrc followed by an Income Tax Act, thc new Income 
'l'ax Act being intended to be a very light one, and using only thc somcwhat 
rough proccdmc of thc License Tax, no specific provision ""as made with regard 
to incomcs deriycd from thc }~unds. 'l'he same COlU'se was followcd in the In-
come Tax Act of the present ycar, 1870-71. DlU'ing t.his year we found, on full 
considcration, that. this important class of incomes could not bc properly taxed, 
unless some such proyision as that which we now proposed was introduced. No 
doubt, returns bcing called for of all classes of income, it might bc presumed 
that the pcrsons from whom these retul'lls werc dcmandcd would include incomes 
derivcd from the Funds, and in many cases the returns did include such income. 
Still, it was a known fact that, from somc misapprehension or other cause, in 
many instances, incomes derived from thc Funds were not included in the retlU'ns, 
and wcre thereforc not brought under assessment.. That was one reason for the 
introduction of thc IJrovision to which he was alluding. Another and more 
important reason was this, that without this provision it was impossible to . tax 
incomes dClived from 'what was known as enfiwed paper. It was a common 
practice for IJarties in this country to send Home their Government promissory 
notes duly enfaced for payment of interest in London. 1tlr. 'Vilson's Income'l'ax 
Act specifically providcd for the taxing of incomes deriycd from cnfaced IJaper ; 
consequently, when enfacement was made for the payment in London of interest 
on Government sccurities, there was a provision that such intercst should be paid 
subject to the dcduction of thc income-tax. This condition ceased with the 
expiry of that Act, and all papcr enfaeed for thc paymcnt of interest in England 
was enfaccd without this condition. In that way, sevcral millions worth of 
Governmcnt securitics were sent Homc for thc lXlyment of interest there; for, of 
com'se, thc practice of cnfacing paper for the payment of interest in London con-
tinued dm'ing the period of the License and Certificatc Tax Acts of 1867 -68-6U 
and dming the period of the two Income Tax Acts since passed. But early in 
the current ycar, when wc saw that it would become absolutely necessary to tax 
incomcs, weinscrtcd, in all enfaecments made in 1870-71, a condition that the 
intcrcst shoulU bc liable to this deduction whenevcr the lcgislature might so 
direct. During the currcnt year, some two 01' three millions worth of additional 
papcr had bcen scnt Home, and if the proposal now made Wcre assented to by 
thc Council, the ,,,hole of the intcrest on that amount of seem·ities would. b~ 
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bOll11(l by this condition; moreover, it had so happcllml that, in the course of 
trade :tnd from other causcs, most of the eufaeed papcr, or at least a gl'eat deal 
of it, fonnd its way hack to the country, and afterwards again returned to Eng-
land. Of course, if it came back to us and hall to he re-enfaccd, we should he 
able to insert this cOllllition. 'rhe amount at prcsent thus held was very 
considerable. It was about seventeen millions sterling, and without the 
provision which it 'was proposed to insert in the Bill, incomes from that 
large amount of propcrty wouM escape taxation. Considering that the object 
of the nill was to tax all classcs amI all kintls of ·ineome alikc in the most 
evcn and just manncr, hc was sure that the Council would approve of the 
justice of this pro,ision. 

The third point to which he ,muM refer was this. Tlw Council would see 
that, by tllC 22ml !;ection of the Bill, thc owners of lands or honses occupying 
the same would be chargeahle, in respect of the annual ntlue thereof, at the 
"rack-rent" at which such lands or houscs m~re worth to be let for the year; 
and a definition of "rack-rent" was inserted in the Bill. The meaning of the 
provision was this, that if the proprietor of a house lived in his own house, 
the rack-rent of the house, that was to say the equitahle market-rate at which 
the house might be expccted to let, was to be considered just as much a part 
of his income :ts if he hall let the house. 'rhat, he apprehended, was a per-
fectly just pro,ision, amI was one which was inserted in the first Income Tax 
Act. It was not specifically inserted in the Acts subscquently passed, but a 
condition to thc YCl'y effaet was inserted in the rule;; for the guidance of 
Collectors, which were p:tssml hy the Executiye Go,·crnmcllt in accOl'd:tnco 
with the power given to the Government by those Acts. However, legal doubts 
had arisen as to whether it was competent to the Executin~ Government to 
insert such a condit.ion in the rules, when no provision to that effect was con-
tained in the Act under which those rules ,,·erc made. 

The fourth point was this. By section 23, the Council would find that the 
Collector would be bound to selTC a noticc, in the case of every person charooo-. 0 
able under the Aet whose annual income or profits was, in the Collector's opinion, 
four thousand rupees or upwards. The question of ealling for returns, as the 
Council knew, had always been a vexed one. The ohject of the Government 
in m:tking this provision was that as few returns as possible ShOllhl be required; 
indeed, that they should not be required at all, from all the smaller classes 
of tax-payers. But it was found that the assessment conld not be made on 
the larger incomes unless on the basis of It return. 1.'he qnestion then was, to 
what limit should tho requiring of returns be restricted? The limit under tho 
existing Act 'Was two thousand rupees; that was however considered too low, 

n 
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and might lead to more inquisition than was desirable. 
was a proyision solely to save trouble to the tax-payers, 
the Council would approve of it. 

Considering that this 
he was sanguine that 

The fifth point was this. Every person served with a notice would be re-
quired to return his inc()me for the three years before the date of the notice, 
and state the period during which such income had accrued. To this point he 
might add the sixth, which was, that the assessment would be made, according to 
section 27, on the average of the income of the three ytars preceding, and such 
average would be computed upon the period during which the income had 
actually accrued. The meaning of that was, that every tax-payer of the higer 
classes should give in a return for three years, and the assessment would be 
made on the average of the three years prc<:!eding. This, perhaps, was of some 
importance in respect to assessment. '1'he Council would l·eco11ect that, in the 
first Income Tax Act, the law was that every person liable to the payment of the 
tax was to render a return for the year preceding, and on that return the assess-
ment was to be maue; if the correctness of the return was doubted by the Col-
lector, he might surcharge. It was felt to be rather an invidious task to 
surcharge at all. But if you did surcharge, you must surcharge on one year's 
return. '1'hat raised a certain amount of controversy between the Collector and 
the tax-payer; and in the existing law, we provided that the Collector was not 
bound to assess on the return of the preceding year, but he was to make an 
assessment on the datum of that return for the next year. The tax-payer was 
to make a l·eturn for the year preceding, and to state, as a matter of anticipa-
tion, whether he expected a large or a small income fodhe year to come. '1'he 
Collector also was to make an estimate in anticipation, and it was presumed 
that the mean between these two would be about the income realized. He 
found that this provision, though milder than that contained in the first Act, 
also led to a good deal of regrettable controversy between the tax-gatherer 
and tax-payer. After full consideration, the course we proposed to adopt 
was this, that the return should embrace a period of three years, and that the 
assessment must be made, without any question of estimate or anticipation, on 
the returns so made. If the Collector had a doubt, he could surcharge on 
those returns; but still the assessment was to be made on the basis of those 
returns. If these returns weJ:e made with anything like correctness, then it 
must be presumed that the average of the three years would represent the 
ordinary income of the succeeding year. 

The seventh point was this. In section 36, the Council would find that 
legal practitioners would be excluded from appearing in support of any petition 
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or appeal under this Act. It would hc found that there was a similar provision 
in the Income Tax Act passed in 1800. It was found practically necessary for 
the good of our Native fellow-subjects that somc snch provision should be made. 
'l'his was proposed without any derogation from the respect due to the legal 
llrofession. Generally, no doubt, in the presidency towns, the legal profession 
held a very high status in the public cstimation, and no doubt the advicc of such 
practitioners would bc yery valuable to tax-payers; but. the fact was that, in thc 
interior of the country, the Native branch of the profession notoriously did not 
hold the same status. Thcre were lllany persons practising that profession who 
thought, not so much of their own reputation, as of getting their unfortunate 
clicnts into a position w herehy their own remuneration might be increased; and 
it was found that, in many placcs, these gentlemen waited outside the Collector's 
doors, and without informing themselves of the facts of the case, advised the 
tax-payer to make an appeal. Of course, the appeal failed, and the tax-payer, 
who was sorry to have to pay the tax, ,ras stillmore so to have to pay also for 
Ilrofessional advice. '1'11e pl'o,-isions of the law being extremely simple, it was 
thought better to interdict the employment of the legal profession. ne was 
confident that a good deal of trouble would be sayed, not only to Europeans, but 
to our Native fellow-subjects, and that no injustice would ensue from this pro-
hibition. 

The eighth point was this. Section 37 provided thai payment of t.he tax 
would be permissible in t,,·o, instead of four, instalments. 1'he quarterly pay-
ment condition was inserted in the existing law for this reason, that the rate 
of the tax was somewhat liigh, 11l1U it was supposed that the tax-pnyers woulu 
find relief in paying the tax by quarterly instalments. nut now that we 
proposed to reduce the rate of taxation so much, we believed that quartcrly 
instalments would be no longer necessary; and it was thought that it would 
quite suffice for the convenience of the tax-payer that he should now pay 
half-yearly. 

Point ninc was this. 1'he Council would find that, by section 30, all sums 
due uuder the Act would be reeoyerable as if thcy were arrears of land-revenue. 
The meaning of that provision was this_ 1'he existing law provided that, if 
the tax-payer defaulted, the agency of the Poliee and Magistrates-in fact, the 
Criminal Procedure to some extent-should be employed. That did appear a 
ioather severe and summary proceccling; nnd, perhaps, that derogatory mode of 
cnforcing the payment of tha tux, which was nothing morc than a civil obliga-
tion, was not very considerate to the tax-payers. It was not thought dcsirable 
that such apparent severity should be emplcyed. It was considered that the 
provisions for the rccovel'J of the land-revcn!!e, which were most appropriate 
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and best understood throughout the country, both in the presidency towns a.nd 
in the interior, were quite sufficient for the purpose, a.ndmore considerate. 

Point ten was in allusion to section 40 of the Bill, from which the Council 
would perceive that powers were given to amend the assessment when a 
person assessed proved that his income had diminished, or that he had 
given up his business, or when it is proved that he had died or become 
insolvent. There was no reason why an assessment once made should not 
be reduced during the currency of the year. Of course, as a general rule, it was 
of great importance that an assessment, once finally made, should not be subject 
to revision. If it were not so, it would give rise to doubts and possible mis· 
apprehensions. Nevertheless, cases did mise, which would readily suggest 
themselves to the Council, in which the tax-pa~'er, having been assessed at 
the beginning of th!:! year, either changed his employment or profession, or 
went home, or made some other modification in his arrangements, which 
made bim not fairly chargeable with the tax at which he was assessed. 
A merchant in great business at the beginning of the year, after being assessed, 
might find it necessary to retire in the course of that year; and it was considered 
unfair that he should pay a high income-tax for the second half of the year 
when he had given up business. A case hacl occurred lately, in which a barrister 
of great talents, had at the commencement of the year, accepted a seat on the 
bench. Although that change added to his dignity in office, it would ham 
the effect of very much reducing his income; and it was considered fair that, 
during his continuance on the Bench, he should not pay so high as when he was 
in practice at the Bal'. And many other cases might occur, which would show 
the Council how just it was that there should be some provision to meet 
such cases. 

The eleventh n.ncllast. point was, that the Boarcl of Revenue of Calcutta 
had furnished us with various valuable criticisms on the details of the Bill ; 
all of which he proposed should be submitted to the Select Committee for 
their consideration. . One important point which the Board raised was about 
the mode of taxing that peculiar institution called the "joint undivided 
Hindu family." Those acquainted with the presidency towns woulcl know 
that such cases had given rise to many intricate quest.ions, which we had not 
overlooked; hut on a full consideration and the equity of the case, we had not 
proposed any change. If the Board could show any special causes for reconsi. 
dering this point, we should be happy to reconsider it in Committee. 

There was one more point he hacl omitted to mention, and it was this, 
that all orders made under the Act would be final, and that the proceedings 
of the Collector or Commissioner would not be removenble to, or subjeot to the 
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revision of, any Court. This wn,s a pl'Ovision he need not enlarge upoa 
VCl'y llllWh. '1'hcre were ample trihunals ~f dill'erent grades provided ill the 
ltevcllue Department in matters of appcnl, and. it did. not secm necessary there 
Rhonld. he any further qnestions raisml Loforo the judicial triliunals. 

These were all the remarks lle propose<l to make; amI ]w would not 
trouble TIis Excellency amI the Council ,ritlt any flll'ther oLsermtions, but pro-
ceed. to introdu(:e the Bill. 

'1'he l1on'Lle l\[1t. ]lonlNsox ,ms ('mholtlenod lly His Excellency's known 
,,·illingncss that tIte fillalleiall)()li('~r of ihc 00,"01'11111eni of India should under-
go frank disellssion at tIti,.; time, to CXlll'CSS an opinion ou the Dill now suL-
mitted to this Council, although that opinion ,ras a(lYcrse to its poliey. 

At the samc time, lw felt that it might, appear presumptuous for a country-
cousin like himself to ycnture to offer remarks on the aggl'l'g'ates of the many 
buug.3ts of receipts and disLursements for the cntire cmpire, ,,-hich wcre of 
eOlU'se shown 'without tho debils upon 'wllieIt tllCY ,,-ere Lased. 

Bnt he darmInot deny that the impression producerl l1pclU his mind by a 
stuuy of what had Leon so ailly submitted to this Council ,ms that, on the 
one side, the estimate of rCYClll1CS for tl1e coming y('~r ,ms pitched unuuly 
low, at a time when the prosperous condition of the country, and the cfficiency 
of the administration, might safely ,jllstifJ' a hohler and richer estimate of 
income; 'whilc, en the oiher sille, an illerease of Chal'~'l's seemed to inl1ieate 
undue relaxation of that wholcsome economy ,,-hich lwd done such eredit to 
the present administration of the financl)s of Inelia. Ou the ,,-holt', he fully 
thought that the ostensihle lmdgct-deiieit of .£i>OO,O()O might safely be treated 
as in a great measure unreal, DIul that it \nJUld disappear Ullllc)' a, fairer estimate 
of income and persistent economy in expcIH1it.nre. And he need scarcely add 
thnt, ,,-itlt its disappearance, an imaginary plea for eontinuing tlto income-tax, 
lJY which it was proposed to meet it, \nlS sileneml. 

MIt. H.OllIKSOX obseryed that the estimate of Lnlld Ilcyenue for 1871-72 
was taken at £300,000 below· the aetnals of lS(j\)-70. 'l'lIis might be the 
aggl'egate of thc local Lmlgcts for the yen!'; Lut, consciolls as he was of the 
(~xceedillg caution with 'rhich those cstimates ,yere framed hy local officers, 
aud oLservant as he had lJcell of the steady and certaill adyanee of this impor-
tant sourec of revcnue, lJY extended cultivation and enhanced settlements, 
he felt BUtt we might confttlenUy illyite the Govcl'I1Jllnut of India to accept a 
highcr estimate ut' Land llerenue for the budgd umier n~Yicw. Undue caution, 

c 



196 INCOME TAX. 

probably, characterised the local budget-estimates of all parts of the empire, 
and caused needless moderation in the general estimate of income; indeed, the 
regular estimate for the current year exceeded the budget-estimate by £100,000. 

Be this as it might, he felt certain that the steady development of this 
source of revenuo, and the progressive enhancements of the old demands, now 
in course under new settlements, fully justified confidence that the Land Revenue 
of 1871-72 would not fall short of the actuals of 18GD-70; and that £200,000, 
if not £300,000, might safely be added to the Income side of the present budget 
on this account. 

Undcdhe head of Excise on Spirits, theactuals of 1869-70 were £2,255,000. 
The revenue from this source iu the current ycar would not fall sh(lrt of 
£2,35S,000, being an advanec of more than £100,000. There was certainly no 
obvious ground for anticipating, as was done in the budget-estimate before us, 
an actual falling off in this important and steadily advancing head of revenue 
throughout the empire. 

The same remark applied to the Customs. The aetuals of lSG9-70 showed 
an income of £2,430,000 from this source. The revenues of this year of great 
commercial depression, whieh was just closing, would amount to £2,55S,000, 
being an advance of nearly £130,000. He thought that, with every probability 
of a reaction in favour of trade, consequent on a restored peace, it . was wrong 
to assume an absolutely stationary condition of the Customs Revenues, and 
that the estimates might well and safely provide a liberal increase under this 
head. A like advance in the yoar before us would add £130,000 to its income. 

ITe thought that Salt would not fail for a better out-turn than was esti-
mated. And he hoped that the Stamp-law and Court Fees' Act would operate 
more remuneratively than was anticipated in this budget. 

Rcccipts from Public Works Ordinary wero set down in the bud O'et before o 
us at £GO,OOO below the uctuals of 186\)-70; and the Irrigation revenues at 
£40,000 to the bad, when compared with the same standa~·d. 

On the whole, he thought that the estimate of Income was too low, and he 
considered that a moderate, but perfectly justifiable, addition thereto would at 
once remove any illusory deficit; and with it should efface the blot which the 
suggested retention of the income-tux in any form pnt on the financial proposals 
for the year. 
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Again, the Expcnditmc side of the Imperial Accounts shewecl, he thought, 
£; just cause for regret.. ",Ve had a long array of 

4., J,anu Uc"clInc 1 91) ",10 0, }'Ol·".t .. ;;.3:~0Il itc!lls of increased charge (us comp:ll'ed with thc 
(j. l~xd~t.· 
8. CUSt.OlllS 
n. Salt 

10. Opiulll '" 
11. Rtmul'Han(IStntiollcry 
15. AUlllinistratioll .. . 
Hi. Minor D"pnrtlllcnts .. . 
In. EcclcsiaHlical 

21,'JoO ro[!'ular estimate of the current ".'ear of .J' oa1ous 8.100 ~ .1 

,In,200 economy), in respect to a variety of serl'icos, 
3i,!IOIl 
ll.r., II) amounting on the whole to £1,13,000. So far as 
7·L.~I~) 1 
]G,jOil these n( dit.ional charges had becn exphined to us, 
11,2(10 they ,,'ere songht to be justified as being antieipa-

;(; 413,200 tory of an increased revcnue under the various 
heads. For this response he had, as statcll before, searched, in somc respccts, 
in vain on the Income side. 

Some of these increased charges, he doubted not, would be found sus-
ceptible of' moderate diminution ill any case; and others shouh1 clearly be 
rcquircd to stand OWl', until equilibrium ,,-as restored by other means than by 
continuing the income-tax, eycn in a lllodified form. 

Further adjustments might clearly be macle hy slightty rcliucing the grant 
for Public "Vorks Ordinary; and projects which had aIt-early stood oyer long 
might well await an equilibriulll derived from ordinary !>Olll'ecs of revenue, 
unless the Government of India were willing to adopt, ~s they safely might, 
a better budget of income. 

On the whole, a deep cOlwiction hali bcen created in his mind by the 
examination of the budget, that if the lIon'ble l?inanee l\Icmher were C:lrnestly 
dcsil"OllS to relieve the people from this, to them vcry offcnsive and inquisitorial, 
tax, he might on this occasion cnablc the Government of India to do so ,,-ith 
perfect safety, and without in any way endangcring the fiuaueial equilibrium, 
Ol" unreasonably impairing the efficiency of the State !>cl'Yiec~. And we might, 
l\llt. ROllINSON thought, confidently invite the Government of India boldly 
and generonsly to undertake the financial administrat.ion of this ycar on the 
abundant and prosperous income ,,-hich the eouutry would assuredly rcnder, 
without resorting to a tax, which the embittcrccl fcdillgs of the people and 
the, to tlwm, costly administrative changes whi.ch had heen inaugma.ted during 
the year, had made it both necessary and l)Ossihle to ahanUon. 

}\[]t. l'tOllU:SON would not trouble this Coullcil with general observations 
on the subject of an income-tax l JC1' ,~e U5 a means of raising illllJerial reve-
nue. It was unsuited in the ma,ill to the comlitions of Illllia. It was, in the 
form presented to us, a pUl'ely English source of taxation, and it certainly 
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suited a country where thcro was no land-tax, as in India; a country which 
was increasingly becoming an Cl1tl'CPOt of commcrce und manufacture, where 
the hulk of the population was ceasing to be agricultural, and where capital 
was mostly cmployed in other industries. For in Ellglalld-

" in thc coursc of onc gcncration, tlJC proportion of thc P01lUlation cmploycu in agricnltlll'c 
lweI diminishcu from onc-thinl to onc-tenth. In 1831, it was twcnty-eight 11C1' cent; in 1861, 
tClI pCI' ccnt-" 

and the census of 1871 wouM probably diselose a still more surprising concH-
tion of industry and capital. In England, then, this tax was generally cquitable 
and clearly ill its place. And he would "'illingly sec it continued ill those 
towns of this country ,,-hcre anything likl} similar conditions prentilcd. 

But wc had no instance of the successful application of an income-tax 
of this kind to a pOOl' agricultural country like India, where evcry condition 
of taxation and of society, propcrty and capital, was absolutcly reversCll. lie 
was pcrfectly satisfied that this form of taxatiun ,,-as cmincntly unsuite(l to, 
and ahsolutely uni'arl' in this land of small pcasant farmers and moderate pro-
prietors; whet'e agriculture was almost the only important industry and employ-
ed eight.y per cent. of an indigent population; anel wherc, probably, nearly one-
half of the average profits of all agricultural toil, industry and capital was already 
swept away by crushing taxation, to pay Uilitary charges and the interest on 
oM 'Val' Loans, and for the costly administration of the most expensive nation 
in thc worM. An income-bx was, he thought, utterly out of placc, and 
inequitable, am.ongst an agricultural pOlmlation already placed relatively at 
great disadvantage as respects bxation. And tLe incquitableness of this ad-
ditional tax. on their p!'ofits was, at this moment, enhanced by the fact that it 
operated in further diminution of agricultural profits, at a time when these were 
alreatly in course of scrious ad(litional narrowing UJuler the revised settle-
ments which were being cal'l'ied out throughout the length nnd breadth of the 
land, and were likely to diminish seriously the yalue of alllandCll property 
as an inyestmcnt and a mcans of livelihood. 

The Government of India had before them papers from Madras which 
shewed how utterly impossible it was to assess equitably landed incomes in this 
Gountl'Y-aml in almost C\-ery incQl11c-tax asscssment the land question was 
inyolved-"'ithout uistl1l'bing, far an(l wille, existing conditions, exciting deep 
agl'arial1lliscoutent, and causing much confusion, oppression and corruption. 
'fhe "rack-rent" of hnded property could not be ascertained without inquisi-
torb.l measurc'>, aUll a departure from the existing system ofland administration, 
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which would causc serions dissatisfactic>ll, In short., he consiclcl'ccl that the 
lc\'~' of an incomc-tax on a[Jl'tcnllltl'al intercsts, as they now pl'esented them-
seh-cs in India, was impolitic and incquitaule, antI now, he uelievcd, happily 
needless. 

-With reS)lcct to the monicd intcrests of tllis counhT a 1)le:1. for Imot'inO' an 
~ , .' 0 

income-tax, were it necessary, was certainly more valiu, lie ,,'ould williugly 
-see the incomc-tax continued in the presidency tOWlIS alld in some lal'go cities 
in the Gangetic valley, and at 1he CIIII'('jJ(lts of the cotton trade in Bombay. 
But as respeets the yast llull1her of Kati,'c saoe,'n-s anu 1Il011cy-!ell(lcl'S who 
came under its operation in agdcultmal parts of thc coullt.r.,', he thought that 
the money which was in their hands was practically agricultural capital in an-
other form. 'flte N ath'e uankeL's it was, who, ill a. great mcasure, enahlerl agl'ieul-
tUl'C to go on at all, and to Le extended, 'rhey supplied the needy cuUimtol's 
,dth the cn,pital ,,,hiell they requirc<l and pro"itlc(l them with what theil' land-
lords failed to gi,'e them, ~1hey uroug-ht the crops into admntageous markets; 
and, lastly, they furnished in a great measure the means for the pUllctual reali-
sation by Goyernment of thc pp.riodieal instalments of tbe blld-re\'enue. 
Much, and very often most thoughtlessly, as this class of men was auused, 
none more uescned consideration and liuerality at the hands of the State. And 
they might well be pxcuscd spr.cial taxation, save for provincial pmposes, 
more especially as it was now unnecessary. 

As before said, there were classes of capitalists, manufacturcrs, merchants, 
uankers and dealers in the presiclency towns aud in a few up-country cities, as 
"'ell as some well-paid officials and salaried sC1Tants, whom he would like to 
sec reached by an income-tax, eyen at a heavier rate than that pl'Oposed. 
But he was awarc that the line could not ue dl'awn; and rather than involvc 
the far vaster, and now heavily taxed, agriculimal iuterests in this vexatious 
and needless supplemental mcasure of taxation, or tax agricultural capital, 
he would concede immunit~, to these very limited classes, and leave them also 
to the mercies of the provincial tax gatherer, whose exertions would, in South 
India at least, relieve the State ~~isc of all further burdens f0r Police, Jails, 
Euucation, amI other important branches of costly administration. 

He need SCUl'ely adu that the modus opera'zcli of this measnre of taxation 
furnishClI another most serious objection to its necdless continuance. In En"'-.J ::> 
land, there was somc morality amongst income.tax assessors and assessees, 
feeulc as this instinct was, cven thcre, amongst the latter. In this countr" .' , 
he was sorry to say that, almost uuiversally, only the worst instincts were 
roused and exercised on both sidcs under the operation of this measmc. Any 

D 
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one practically acquainted with the working of the income-tax knew that the 
whole thing, from one end of the country to the other, was an unseemly 
and dcmol'alisinO' wran",le bctween the 10"'er orders .of Government officials o 0 

and the people of all classes-for, from interested motives, tlle challenge was 
carried far below the classes illtenued to be taxed, and excmption-fees were 
levied by threat.s far and wiele-a wrangle in which the superior orders of Gov-
ernment officials rarely found that they could act as umpircs equitabl~' or 
to their own satisfaction. Bewildering inability to rcaeh the tJ"Uth, unfair 
challenge and surcharge, and too oftcn oppression, partiality and corruption, on 
the one side, werc met by disingenuousness ancl cringing, and too often by 
lying and bribery, on the other. TIe was perfectly satisfied it was not worth 
the while of an honorable Government, which was deeply interested in the 
moral well-being of this people, and in the integrity of their public services, 
to endeavour to recoup a more 01' less illusory adverse balance of £500,000, in a 
generous revenue of fifty millions, at that price, in the demoralisation of theil' 
subordinate public servants and ill-will amongst the people, which was now most 
unquestionably being paid, in levying the income-tax as was now done· and 
must continue under the policy of this Bill. The Hon'ble Sir Richard Temple 
promised a revival of virtue from his moderation, and from slightly narrowing 
the apparent :field for oppression and corruption, by the higher standard of 
incomes which he proposed to tax. MR. ROBINSON coulll only assure him 
that such virtuous· dreams could not be realised in this country, when his 
fiscal measUl'CS gave such scope for ill-doing, alike amongst assessors and 
assessees. 

On this score, if on no other, UR. l{oBINsoN would most earncstly 
deprecate a needless continuance of this tax. Its main practical evils lay, not in 
the rate charged, but in the absence, on all sides, of qualities for which we must 
search in vain for theplesent in this country. To keep up the tax at a 
smaller rate was merely to maintain all its mrils for the sake of a greatly dimin-
ished return. To continue the impost that the hands of the establishments 
might not lose their cunning, was to prolong all tllis wrong aud evil under a 
hitter and 110peless menace as respects the future. 

TInt it was chiefly on account of the great development which provincial 
taxation had attained of late years, and of tile increased loeal burdens whicll 
had reeently heen enjoined on the Local Governments by the late measures of 
the Government of India, that MR. HOBINSON would ask the Government of 
India to givo JJrilliancy to the wise administrative policy now inaugurated, 
and to lighten the fiscal sorrows of the people by a gene1'01l8 rcnunciation of 
this futile and vexatious impost. 
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He must not be misunderstood 3S disapproving, either of liberal provincial 
taxation, or of the administrative changes, which; he trusted, were merely the 
beginnings of more completo adjustments {mder stringent central control. 'rho 
l'evorse was the fact. But he thought that this feature of change to which he 
alluded scarcely ahacted the attent.ion which it deservell as n 'whole. Tho 
Dumber of Bills about to be brought before this Council for increaSing the taxa-
tion of populations ill respect of whom they legisla.ted, should, however, suffice to 
awaken some interest, if not apprehension, in our minds as to what was before 
the country, and, he hoped, excite om sym11athies. 

MIt. RODIN SON need scarcely say that the Resolution of December last 
was not a financial adjustment as between the State and the taxpayers under 
the vai'ious administrations of the country; for wo could scarcely view, as 
such, a Resolution by which certain services were transferred to local manage-
ment, with grants which "'m'e-for instance, in the Presidency of ~Ia(h'as, 
£55,000 less than these services wero costing during the current year-a 
cost in itself inadequate for the purposes. It was no financial adjustment 
which assigned ahout Do hundred thousand pounds for the future ec1ucatio~ of 
28 millions, who contributed a ste[',dily increasing revenue of eight millions 
sterling to the imperial Fisc. The Resolution dill confer very anxious liberties 
on local administrations, but it encouraged additional taxation for the people, 
which, unless it were jealously controlled, they would find it hard enough to 
bear with equanimity. 

~bt. RODlNSON hoped that other meml)ers would lay before tltis Council 
the conditions of the proYinces with which they were respectively acquainted, 
as regards thcir provincia] taxation, more especial1y of agricultural PaJ:ts. 
He ventured, even at the hazard of occupying more of the Council's time, to 
state in some detail that of the Madras Prcsidency. He must agaill add that 
he did so in no spirit of cavil 01' wish to exaggerate. 

The existing provincial taxation of :Madras might, for l)l'actical purposes, 
be described as in the main comprised undcr three local Acts and their 
recent modifications-omitting for thc present the presidency town, where 
between £66,000 and £70,000 were raised for municipal purposes. 

The new Bills bad not reached Calcutta in their final shape, anel he spoke 
therefore under correction. 

These enactments were-
I.-The Village Service Cess Act of 186'.1, ; 
n.-The Rural :Municipal Townships Act of 1805; and 
lII.-The Road Cess Act, lSG6. 
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. '.rhere might be other minor taxing enactments; but he refrained from 
troubling the Council by dpseribillg them an,d their eITe,ets. 

The'village service cess consisted of arnte of one aima per rupee of tIle 
l~lHl-rcvenuc d,cmand, or an additional taxation of six and a quarter pel' ccnt. 
pn aU the l'yotwari cultivation of the country. The measure was about to be 
'extended to zamlndari tracts, and would· then involve a demand of, more 01' 

less, £400,000 a year for the entire Presidcncy~ '£here were, however, some 
sets.o~byresumed tax-free land, &c., whIch he ventured to hope might operate 
to reduce the entire prospective burden to £300,000 a year or thereabout. III 
theory, this tax was imposed in lieu of the grain-fees, &c" which were, in parts, 
l~viable in early times by the village servants, for services rendered to the State 
and the community. But as these small and nearly obsolete grain contriblt-
tions, if they ever ~'ere fully l'ealised, fell very far short of the demaI!-c1 as 
above stated, the tax was, for all practical purposes, in a great measurc, a 
new burden on the agricultural community throughout the Presidency: 'l'he 
services performed by the village e~tablishments, who were now to be paid by 
the rate-payers, were in the main State services, connected with the realisation 

. of t~e revenue and administration of justice. 

The new Act was being gradually extended to eaoh distriot, as the revised 
revenue settlements were introduced and local arrangements for the charge were 
completed. The tax had already been introduced into several districts 'at a 
cost, last year, of £40,000 to £50,000 (if his recollection served him rigb,). 
During the year to which tho budget before the Council referred, it would be 
extended to several others, with an enbancement of taxation whioh might possib-
ly reach £70,000 to £80,000. As all distriots became involved in the measure, 
the full charge would fall little short of £300,000, and shortly this sum would be 
reached. The Income Tax Bill would subject much of this landed property 
.to additional rates. 

The nex~ measure in point of time waR the Rural Townships' Improve-
ments Act. of 1865. It had been extended to forty,four provincial ~ownships, 
and he· found that the nett collection (less Government contribution) in 
1865·69 was upwards of £80,000. During the past and current years, this sum 
had doubtless bcen considerably exceeded, and possibly the whole taxation 
was now nearer £90,000 to £100,000. 

The Council wer~ awart> that, during the last few weeks, this enactment 
had been revised, with a view, he understood, to increased taxati~n during the 
year on wbich we were about to enter. Under these provisions, and with 
more stringent management, he believed £l~O,OOO to £130,000 would rapidly 
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bo reached, and would introduce a large margin of increased t.axation, although 
the Madl'as Government had rclievecl the 1I{unicipalities of their contributioll 
to the cost of the Police of their respective tOWllS. Other small nunl town· 
ships woulcl shortly be involvecl in· these measures of municipal manage. 
mcnt and taxation; and ,vonld· eventually swell the provincial tOWllS 
rates to something m'e £150,000 to £160,000, with an upward tcndency. 
It nee(l scarccly hc observed that thc Income Tax nill subjected towns' house 
property and other industries to a fll~ther demand. 

The last measure of provincial taxation with which he would troublc tho 
Council was the Road Cess Act of 186G. 'l'his enactment had been in opera. 
tion throughout the Presidency" five years j and the income raiseel under it, 
by a rate on all land of six pic per each rupee of land-revcnue demand, now 
amounted annually to upwards of £200,000. 

The Council were aware that, within the last few weeks, importaut aHera. 
tions and enhancements of rural burdens had been introduced on the basis of 
this enactment, uncler tbe nallle of thc Locnl Funds Bill. These inclmled an 
increased ratc of one nnna (instead of six pic) per rupee of the laI!d-rovenue 
demand; and a universal system of tolls; taxes on trades and callings, ancI 
a house-tax had also been established. The amount which would be raised 
by the double tax on land, during the year before us, woule[ be fully £400,000. 

The introduction of an universal system of tolls, douhtful a.s its expediency 
would appeal' to some, had been found indispensable to meet the maintenance 
or working expenses of rate-made roads. But it was not easy to estimate 
accurately what might be the further bm·then thus laid on the rural populatioll 
who used their rate-made roads, and on trarle ill general. He observed, how-
ever, that the tolls levied at the entrance of forty-foul' up-country municipal 
towns amounted to upwards of £30,000, and that, in one district alone, bridge 
tolls, &c., realised about £:I!,OOO. He thought, therefore, that a moderate 
estimate for the veal' hefore us would be £10,000 to £50,000, from tolls on 
rural roads and f~rries, with a steady upward tendency. 

The tax on trades and callings wOllltl cCl·tainly eventually yield from 
£35,000 to £'to,OOO. 

The t.ax on hou!';es, which was, he nnderstood, to he ex.tended as education 
was provided, would prove, he thought,very productivl}. Twenty-eight milliolls 
of inhabitants resided ill 5,800,000 houses, a~d the schedulo appended to the 
Act provided, he believed, a house-tax varying from fhe rupees to foul' 

E 
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ann as a house. It therefore provided a minimum rate which might safely be 
applied to the hut of theordinal'Y cultivatol', and pr9bably exemptions from 
taxation would be few. But, anxious to avoid all appearance of exaggerating 
the burdcns imposed by the recent legislation,. he would assume that only 
4t millions of tho 5,800,000 houses would be taxed, at an average of eight 
annas each all round. The proceeds of the mte would amount to £225,000. 
TIe believ~d that, what tho people would gmdually be brought to bear under 
this SOllrce of taxation, would prove more than double this amount. i'he 
income-tax would of course reach a certiin amount of the landed and resi-
dential property amI professional .industries already rated to these provincial 
purposes. 

Thus, we had the fact that, at a moderate estimate, provincial taxation to 
the amouut of about a million and a quarter 

£ 
Village Service .Cess •.• 300,000 sterling, more 01' less, had recently been 
Rural Town.hip Improvement 150,000 leoO'alized aoO'ainst the rural I)Opulations of one 

Locall'uuds. £ 
Lauds-rate 400,000 Presidency, and that possibly little less than 
Toll. .. . 60,000 £ -'d b . 
Trad~. and Callings... 35,000 300,000 WOtu e addecI to that provlllcial 

. House 1'ax . ..• _2_2_5,_000_ 710,000 taxation during the year which was before us; 

Total ... 
Add Madras Towa Rates 

sanctioned, as he believed, by the local ... £ 1,160,000 
60,000 legislatures mainly in the confidence that 

£ 1,22',000 the income-tax would, if. it could pos8ibly be 
= di8jJel~sed lOit/l, be abolished. He believed 

that this possibility was now before us and should be availed of. 

Add to these ca.uses of popular an:riety, that, under the Forest Rules, 
seignOl'age was paid for wood hitherto had gratis; that communal and grasing 
privileges were being narrowed; that fisheries, hitherto open to ali, were being 
subjected to useful, but still irksome, leases; that other cesses for the mainte-
nance· of minor irrigation works, &c., were under serious contemplation; that 
the Salt Tax was largely added to last year;· that new revenue surveys and 
settlements wm'e steadily creeping over the land, and were now likely to add 
very seriously to the tcmporary and permanent burdens of an already heavily-
taxed l'~ral populatiou; and he thought he had shown cause to hesitate 
anxiously about bootlessly keeping up the vexation and irritation which were 
caused, throughout the length and breadth of the land, by this comparatively 
unproductive, unsuitable and unsuccessful source of imperiall'Ovenue. 

l\In. RODIN SON believed that wlien, with reference to the effect of multiplied 
taxation, the experienced Advoc.ate General of Madras l·ecently· used before 
the local legislature, without 111'0Yoking contmdiction, the words-" There exists 
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ut this moment a. sullen feeling of discontent amongst Natives from one end of 
the Emph'e to the other. Its signs and evidcnccs arc so clear that he who runs 
may read-" and g:we utterance to olher sentiments couched in still stronger 
language, and well worthy of t.he consideration of those who were responsible 
for the contentment of this country, he stated but the nakeel truth in respect to 
the rural populations of Sont,h India, and endorsed, from the result of his own 
experiencc and ripe observation, an opinion which was shared in by tho majority 
of the district officers throughout the country, and, :UR. RODIN SON vcnt-mea to 
add, by bimself . 

. The rnral populations were in a. state of bewilderment, doubt ana uncer-
tainty. And he would venture most ea.mestly to urge tbe Government· of 
India to take off their hand when, he bclieved, they might well uml safely do 
so; nUll to minister to those l)eople that comfort and assurance which the 
generous remission of this inquisitorial and vexatious impost would afford, at 
a time when these drastic measnres of provincial taxation were being enforced 
by local administrations, in part under the special urgency of financial and 
administrative measures which emanated from the Govel'llment of India. 

This was, he felt assured, expeetecl at their hand by the people. For, 
although it might not be easy to point out any very recent pledge, in words, 
to abolish this tax, .no ingenuons man would, he thought, deny that n non-eradi-
cable belief and assurance l)ervaded all classes ill this country, that the Gov-
ernment of India. stood pledgcd to treat the income-tax as an impost to be 
resorted to only under grent State necessity, and to be faithfully remove(l 
the moment that unavoidable need passed away. He himself thought that 
this sanguine popular trust was justifieel by the action of the Government of 
India. from first to last. He believed, too, that the time had come fOl' meeting 
frankly this expectation, and that the action of local legislatures ancl administra-
tions was adding earnest cogency to the claim for a generous policy at 
the hands of the Government of India. 

This graceful concession would be joyfully and gratefully welcomed by our 
Native fellow-subjects throughout the length a.nd breadth of the land. But he 
thought that popular discouragement and disappointment would be deep and 
great indeed, if, instead of meeting this honestly entertained expectation When 
it might be done, they learncd that this tax-which was so much and reason. 
ably disliked by them-was sought to be madJ permanent, and was likely to 
be held in reserve to be inflicted with scverer stringency whenever want of 
economy or other causc, fUl'nishecl the p]eo. of a slllall ostensible deficit for its 
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enforcement, ill addiLion to the steadily increasing provincial taxation to 
which tIley wcre subjecte(l with the concurrcnee of tb~ Government of India. 

lIe was aware that, under what he considercd n. vcry pcculiar llias, or 
from want of means of obscrYation, it was allcged in some quarters that the 
hostility which was declarell against this impost was unreal, or had bcen pro-
,·oked by thc interested clamour of the European community; while tIle lleo111e 
did not resent the tax, or at 'Worst 1\ere alJathetic about it.. ITe sincerely 
believed that this opinion was incorrect, and, where entertained, 1\as unjust to 
the intelligent European community. Thesc had always supported the Go.-
ermnent cordially when its need was l'eal and obvious; and wonld do so still. 
But they had recently resented financial and political blundcrillO', with a 

" 0 
justice of which the financial statement before us was the most conclusive 
proof. But the vast body of observant aud thoughtful men throughout the 
country had tcstified earnestly, that this impost had produced a state of feeling 
amongst the Native community such as hall been evoked by no other measure 
of which we had had any experience. 

The inference which the Hon'ble Sir RicIutrd Temple had sought to draw 
from the ulleged absence of official complaints was, he thought, unbecoming. 

In fine, he would ask the Government of India to abandon this project of 
law, because he llelieved the ostensible deficit was morc or less unreal; be-
cause, with persistent economy, aU State scrvices might be met from the ot11cr 
prosperous sources of revenue; because the income-tax was unsuited to 
most of the conditions of property in this country, and was inequitable as a. 
general tax; because its enforcement was demoralising and oppressive; became 
it was utterly unpopular and offensive; and because the progress of provincial 
taxation was assnming very serious dimensions, and practically removed any 
plea 01' necessity for applying this measure. 

The Hon'ble lIIR. COWIE said that, in listening to the lIon'ble lvlember's 
Financial Stutement last weel<, it was matter of deep regret to bim to find that, 
in the twelve months which bad elapsed since we last discussed "this vexed 
question of an income-tax, Sir Richard Temple had been quite unable to find 
any substitute for it. To avoid a deficit, 01' to ensure a surplus, the Finance 
Minister c~nld apparently suggest nothing but the retention of a certain per-
centage-he "might say a very vulgar fraction-of a tax which millions had 
pronounced, with curses not loud but deep, oppressiveaml Ollious, to "Which he 
added vague guesses at the resnlt of an opium crop. On these" 1\"0 items, 
apparently, hung his financialmcasures for thc ycar. 
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Now, MR. COWIE'S earnest wish woulel have been to sec the income·tax. 
swept away a.ltogether, but at this late point of tho financial year, he could 
hardly hope for that concession. He maintained, howover, that if it was still 
imposed, the Government were bound to remove the export-duty on rice, a duty 
which nothing but financial difficulties ever sanctioned. MIt. COWIE imagined 
the Hon'blo Member would have an orthodox horror of coming bcforo the 
public with an estimated small deficit not provided for, but what would that be, 
contrasted with a budget whieh actuMrcsults shewcd to have been £744,000 
under-estimated. 

Believing it was hopeless to expect to see the income-tax finally buried 
this year, he confined himself to desiring the withdrawal of two of its most 
objectionable features. 

He had givcn formal notice, last Monuay, of two amendments; one to 
l'estrict the minimum for taxatioll to Rs. 83-5-4 per mcnsem, or Rs. 1,000 per 
annum, and the other to limit thc operation of the Act to the 31st March 1872 ; 
and considering thesc to be q ncstiollS more of principle than of detail, he 
wished them placed before the Council prior to the Bill being sent to a Select 
Committee. The learned Secretary to the Council informed him that this 
would be opposed to our Rules for the Condnct of Business; bLlt MR. COWIE 
might remind the Council that, by the 40th and last rule, the President had 
the power of suspending any of the rules, and if that power were now 
ex.ercised, we might have the opportunity of discussing and voting upon these 
two questions today. 

With regard to his first suggested amendment, he woulel record his belief 
that instances of vexatious oppression endured by the poorer class of taxpayers 
were very much more numerous than the Hon'ble Member, in his exposition of 
Thursday last, seemed disposed to admit; and the raising of the limit of taxation 
appeared to Mn. OOWIE the short aud simple method of lessening that oppres-
sion, leaving the tax to be borne by those who were best &oble to wage war with 
its iniquities. . . 

His second amendment was induced by a conviction that a Bill unlimiteel 
in point of time was a tacit notice t<? the public that Government pl'Opose(l to 
make the tax permanent, a.nd in the case of an income-tax, ho earnestly 
'protested against that view in the name of the common sense of the 
people of India, It was essentially a tax for an emergency, and not for 
time of peace. One other feature of the Hon'bie Member's statement 
lb. COWIE would desire to notice, alld with anything but approba-

F 
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tion. He refcrrO(l to the enormous cash balanccs, which had now reache(1 
the unprecedcntcd sum of sixteen millions. Two ye3;l's ago, in this Council 
Chambcr, MR. COWIE suggested that the use of ' railways and telegraphs ought 
materially to economize the usc of tho State cash-.balances, a safe average for 
which was usually reckoned at ten millions. They had ever since gone on 
incrcasing. Surely, to hold sixteen millions utterly unproductive, when. you 
were paying interest to fuudholdcrs on eighty or ninety millions, was very 
questionable financing. Was it no prcsumptive evidence that you had borrowed 
too largely, taxed too heavily, 01' spent too little, and would not both fund-
holder and taxpayer laugh to scorn the last assumption of ~he three? MR. 
COWIE would now respectfully ask Ilis Excellency to make such suspension of 
the nlles as might admit of his two amendments, notice of which was duly 
lodged with the Secretary foul' days ago, being open to (liscussion and division 
today, so that the Bill before them might go to the Select Committee shorn· of 
two of its most objectionable features. 

The Hon'ble MR. INGLIS would vote against the introduction of this Bill. 
He did so because his experience of the working of the income-tax: during 
the year it had been in force in India convinced him that it was a tax altoge-
ther unsuited to the people of this country, and because he knew that its impo-
sition was attended with very many serious evil consequences which ought not 
to be disregarded by any Government. 

There was probably no member of this Council who bad had better oppor-
tunities than he had had for forming an opinion on this tax. He ha(l had to 
assess it as Collector, to hear appeals against it as Commissioner,and latterly to 
look after the assessment of the whole of the North-Westeru Provinces as a 
])fember of the Board of Revenue, and he had no hesitation in saying, in the 
words used by the Local T~"xation Committee assembled last year in the N orth-
West, when speaking of tho income-tax" that it was· a tax odious to the 
people and odious to the officers who had to assess and collect it." He be-
lieved that this opinion was held by every officer who hadha(l to take an 
active part in assessing the tax. The causes of this were not far to seek. T~q 

people detested the tax in consequence of the inquisition, oppression and 
extortion, which everywhere accompanied its enforcement; the officers of 
Government hated it because they sawall these evil practices going on around 
them, while ·they were powerless to "[Jut a stop to them. 

The area of the districts was so large and the populatiou so great, that it 
was impossible for any Collector to make the assessments himself. He was 
consequently compelled to employ a lot of underpaid Natives to prepare the lists 
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of persons liahle to assessment, and had to rely on information which 110 well 
knew to be untrustworthy, when estimating the amount to be charged on each 
l)erson. 

It frequently happened that a Collector had not hecn in chai'go of a dis-
trict more than a few weeks, or even days, when 110 was called upon to assess it 
to the income-tax. He was conscquently in total ignorance of the circum-
stances of the peop10 he had to assess, amI did not know where to turn to for 
information on which hc could rely, to enable him to form an opinion on the 
returns sent in. He felt that he was working in the dark; that with tho best 
intentions, amI with the most carnest desire to do right, he was probably every 
day committing the most frightful injustice. 

It was this gropi1lg about in tho dark, this uncertainty, this impossibility of 
obtaining any reliable data on which to base the assessments, that made the tax: so 
hateful to the officer who had to assess it, and to the people who had to pay it. 
lt was just the same with the income-tax of 1860. The returns of that tax, 
published afterwards, shewed that no le.ss than 93 per cent. of the assessments 
were surcharges, and a surcharge to the income· tax meant nothing more nor 
less than a guess made by an assessor on information which was worth nothing. 
The guess might be high, or it might be too low, but no one could tell which. 
but most assuredly it had no relation whatever to the real income of the person 
suroharged. 

The Hon'ble Sir R. Temple, in his speech on the buclget, said it was note-
worthy that, on a circular being addressccl to the several Local Governments in 
Inclia, enquiring whether there were any known cases of oppression or over 
exaction, replies hacl been received from all of them (except the Government 
of Bengal) to the effect that no such cases were known; that the Government 
of Bengal did indeed transmit a resume of some thirteen cases. The Hon'ble 
Gentleman remarked on this that tho number was of course a matter for much 
l'egr~t, though relatively it was Dot large. Now, MR. INGLIS submitted that this 
statement hardly gave a cOlTect impression of the purport of tho replies sent in 
by the various Governments. 

He believed that the Government of Bengal replied that numerous cases 
of oppression had como to light; and that th~rteen cases were forwarded as 
samples for the information of tho Goyernment of India. The other Govern_ 
ments, he believed, replied that there was no doubt that extortion prevailed to 
a. lamentable extent, but that no cases had been specially brought to notioe, 
and it was not probahle that they would be; for a man who had lXlid to get 
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his name left out of the lists, or who had paid to get off a threatened sur-
charge, was not likely to. come forward afterwards an~ state publicly what he 
had done. 

Though the people suffered in silence, it· was none ·the less true that 
bribery and extortion l)revailed, nor was the disaffection and disloyalty engen-
dered the less general, or the less worthy of the very serious consideration of 
the Government. . 

The Hon'ble Sir R. Temple had said, on several occasions, that ~t was absurd 
to call a tax unpopular which fell on only one in three hundred of the population. 
Now, MR. INGLIS confessed he could not understand how anyone WllO had 
given the slight~st attention to the objections urged against an income-tax, could 
make use of such an arg·ument us this. It might be true tha t only one in three 
hundred of the people paid income-tax to Government; but it was equally true 
that, of the two hundred and ninety-nine remaining, at least one-half were sub-
jected to the most vexatious and oppressive inquisition and extortion when .the 
preliminary lists were drawn up, and that a very large number of these men had 
to pay to keep their names out of the lists. All this went on though the officers 
of Government did their bes,t to prevent it. This bribery and extortion seemed 
inherent in the very nature of an income-tax in this country, where the popula-
tio~ affected was so large,· and the office~s of Government so few. He· did not 
believe that a man could be found who, having assessed a district to the income-
tax, would say that he believed the tax to have been levied fairly, and without a 
lamentable amount of bribery and corruption. No blame could. be imputed to 
the officers charged with the assessment and collection of the tax for this. They 
everywhere did their utmost to prevent these evil practices, and they protested 
against the tax, because they knew from experience that these evil conse-
quences everywhere attended its enforcement, notwithstanding· their most 
strenuous and unceasing endeavours to put a stop to them. 

It was, he believed, no exaggeration to say that, for every mail: who paid 
income-tax to Government, twenty paid to get off; and that for every rupee 
paid into the treasury, another was paid to the subordinate Native officials; 
that is, the Natives of India paid l~t year upwards of two millions as income-
tax, and upwards of two millions more as bribes. 

Everywhere, throu",hout the country, the tax was demoralizin'" to the people· o . " ., 
everywhere false returns were sent in; everywhere the trading classes· were 
begiuning to keep two sets of books, one set shewing accurately their real trans-
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actions, the otlier sct containing a carefully prelJared garbled account to be 
shewn to the income-tax assessors. . 

TIow unsuited the tax was to the peopl~ of this country, amI how heartily 
it was detested by them, might be gathercd ft'om the fact, that no Native 
Government had ventured to levy it, and thcsc Governmcnts ,vere by no mcans 
backward in devising new sources of taxation. It was the lll'itish Govern-
ment alone which had the power to forcc this tax on its unwilling subjects, and 
the British Government even could lcvy it only iu times of profound peace. 

A tax, then, which was cverywhere amI always nccompaniccl by the 
corruption and extortion which attended the income-tax in India.; a tax 
which demoralized the people to the extent this did; a tax which created 
such wide-spread ancl deep disaffection and dislike to our Government as 
this hall; a tax which no Native Government hall ever ventured to impose, 
and which the British Government itself could levy only in timA of pc ace, was 
a tax which ought not to be imposed, even if it produced millions; but to put . 
it on in order to obtain a paltry fifty lukhs in a budget of over fifty million 
pounds sterling, was, he maintained, most unwise amI impolitic, especially 
when, as in the prcsent case, there seemed to be good reason to doubt whether 
there was any deficit at all. 

He thought there was every reason to believe that a careful examination 
into the estimates of receipt and charge, under the heads referred to by the 
Hon'ble Mr. Robinson, would result in the total disappearance Of the deficit 
shown in the budget as prepared by the Financial Department. 

But even if this result did.not follow a careful scrutiny into these items; if 
after all a small deficit still remained, then he would urge on the Govern-
ment to meet it, either by a transfer from the cash-balance account; which was 
estimat~d to stand, at the end of 1871-72, at the enormous sum of seventeen 
millions; or by a rateable reduction on the assignments made to the several 
Local Governillents uncleI' t.he ltesolution of the 14th December last, rather than 
by the imposition of this demoralizing, unpopular and clangerous tax. 

The Hon'ble Mr •. COCKERELL concmred in much that kl.d fallen from 
the Hon'bIe Members who had preceded him in this debate. Last year, and 
on former occasions, he had very reluctantly acquiesced in the imposition 
of an income-tax as a temporary expedieut; but to his mind the proposal 
to annex the income-tax to our permanent sources of revenue-and 8'lCh 
he understoo(l to be the object of the Bill now before them-was a matter 

G 
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of much grtwer import than the re-enactmcnt of an Incomo Tax Act providing 
for 3. higher rate of a'ssessment fora fixed period; ~ud he 'felt constraineu, 
thereforc, to express his c~nviction that the IJresent measure was ill-advised. 

It would seem to be assumed that, in the 'presence of the relief afforded 
by the considerable reductioJl of the rate of assessment, tho moderation of tlle 
present demancl would be acknowledged, and its permanent tendency, if not 
cheerfully submitted to, would at all events be accepted with a certain degree 
of satisfaction. 

S~lCh might be the feeling. with which the measure was likely to be 
, regarded in the Presidency towns and other large centres of civilization, in 
which, so long as its operation was confined thereto, the tax might be worked with 
n minimum of' oppression and other objectionable consequences, and to which, 
therefore, its application was not altogether inappropriate. 

nut MR. COCKERELL ventured to say that, by the people at large, the 
attempt to give the income-tax a permanent place in our fiscal system, and at 
a time, moreover, when the finances of the empire were shown to be in an 
unu,sually prosperous condition, would be l'egarded with profound disappro-
bation and distrust. 

The measure would undoubtedly be looked upon as, in.n, measure, a breach 
of good faith; for, although no distinct assurance of the merely temporary 
duration of the income-tax as a source of revenue had been given, yet the 
distinctly finite character of all previous legislation on the subject bad certainly 
favoured tbe general impression, that it was the fixed policy of the Government 
to resort to the tax only in cases of slJecial emergency. 

MR. COCKERELL did llot think it necessary to dwell upon the extreme 
unsuitableness of such a tax to the people of this country. This had peen most 
forcibly descrihed by his Hon'ble Colleagues who last spoke. and from his own 
administrative experience of the working of the Income Tax Act of 1860-an Aet 
which contained better safeguards against oppression and abuse than were to be 
found in the present Bill-he could distinctly endorse all that they had said as 
to its baneful effects and demoralizing influences, as well as the extreme 
distaste with which it was viewed alike by the assessors and asses~ed. 

N 01' was this to be wondered at, for it was simply impossible for us to 
employ a suitable agency for t1~e asses~ment an~l collection of the tax, an agency 
which should be at the same tlme so mexpensH'e as not to exhaust the product 
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of the impost, and yet not amenablo to corrupt influcnces. The truth was that, 
where tho assessor 'was of n. class superior to such influences, he was, from the 
necessit,y of the case, n. man who must c1epc~d for the acquisition of local know-
ICllge as to the circumstances of the persons to be assessed upon the intcrestell 
information of corrupt subonliilates. 

It was for these reasons that the public-under which term he referred to 
the general population of t.he empire-would be sure to regard tho permanent 
retention of the income-tax, at eyen a low rate of assessl11."nt, as a serions 
grievance. 

Much stress had been laid on the light incidence of the assessment gcne-
rally, and the relief afforded by raising tlle minimum of exempted incomes. 
Now, he ventured to say that, if we were to have an income-tax, it.s merit anel 
defence should be that it brought a consiclel'ablo increment to the finaueial 
ways and m€'-Ulls. And, to his mind, it was a great blot in the present measure 
that it kept alive a source of general irritation and dissatisfaction to a.ttain such 
incommensurate results as the addition of little over half n million to an 
annual revenue of upwards of fifty millbns, and as regards the relief of the 
poorer classes, if the figures given by the IIon'ble Member were correct, the 
lightening of the burden of the general tax-paying community was altogether 
insignificant. 

What was the justification offcred oy the lfover of the Bill? All that he 
said in effect was that, without this tax, he could not make the two ends meet; 
he could not, in short, establish a financial equilibrium. On the last occasion 
of bringing forward a measure of this kind, the hon'ble gentleman resented, as 
something altogether unreasormble, the imputation of poverty of resource in 
devising ways nnd means. But could the Hon'ble :Membcr come before. this 
Couucil, year after year, with no fresh device, nothing but this much-abused 
income-tax, to sustain his financial administration, and successfully rebut such 
a presumption? 

1\IR. COCKERELL could not regard the period which lmd elapsed since the 
Hon'ble lfember's exposition of the finaneial affai.rs as suI1icient for a thorongh 
examination and critical apprehension of the "\arious subjects with which it 
dealt, and he was not prepared to go into any dctails of the Budget, further 
than to express an opinion that the estimated r~ccipts from Opium and Customs 
were needlessly reduced. They provided for an avcmgo decline in prices of 
forty-five rupees per chcst, and a small dimir.ution of the annual revcnue from 
import-duties, which neither the rcported prospects of the opium trader, nor 
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t.he general condition of foreign affairs, anel its probal)le improving effcct on the 
commerce of India, in: any way warranted. The estimate on Opium alone gave 
a reducecl income from this som:ce, to tho amount of." about £300,000, oi' onc-
half the expected receipts from the income-tax,. which ne{)d not be anticipated. 

There was another point in the Dudget to wllich he would draw attention, 
and that was the ull!mtisfactory, and, he might say, mysterious opemtions in the 
Loan Department. It "'ouM ni)pear that there was always a very consider-
able unexpended balance in hand, created by excessive borrowing beyond 
the requirements of the time. When it was considered that every million 
borrowed represented an additional annual charge of £45,000 to be met 
by the tax-payer, it was unreasonable that there should not be some check 
on the" borrowing powcr, and some better adaptation of the fresh snpll1y to. the 
demand for actual exj)enditure. It was unsatisfactory to find so large a 
balance of uuappropriated loan at the expiration of the last year of account, 
and to receive only the somewhat meagre explanation, that the Secretary of 
State, though he was expected only to borrow two millions, in fact borrowed three 
'and a half millions. :MR. COCKERELL had no doubt that his colleagues, whose 
sllecial avocations rendered them more competent to deal with such matters, 
would have something to say on the subject. Still he had thought it right to 
refer to the question, in the hope of eliciting some more satisfactory explanation 
than was afforded by the Dudget exposition. 

The Hon'hle MR. OHAPMAN differed from his hon'ble friend who spoke 
last, and considered that, this year, we had bad ample time for attentively 
considering the BUdget-statement. He would endeavour, as shortly as he could, 
to state the impressions it had produced on his mind. 

Considering the obloquy his hon'ble friend, Sir R. Temple, had incnrred, 
MR. OHAPMAN did not wish to say' anything harsh regarding his past policy. 
But since he had challenged criticism, MR. CHAPMAN must, as an impartial 
jndge, say that he had wholly failed to jtistify the course t.he Government, 
acting, he presumed, mainly under his advice, adopted last year. 

The case turned entirely on the Opium estimates. And it might not be 
uninstructive briefly to revert to tho. facts. MR. CRAPJIAN found that, in 1868-69, 
eight and a half millions of Opium revenue were realized; in 1869-70, eight 
millions; and in 1870-71, eight millions either have been, 01' will be, collected. 
In point of fact, there had been hunUy any fluctuation. Well, how did his 
hon'ble friend act? IIe had estima.ted that he would receive eight and a 
quarter millions in 1869-70, whereas, as he (MR. CHAP~IAN) said, 110 actttally got 
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only eight millions. He thereupon took abrm; und for the yenr 1870-71 
estimatecl his receipts at only scyen millions. Having done so, 110 next 
proccede(l to impose an oppressively high· income-tax to make up tho antici-
pated defieit of one million. Mr., CUAPUAN was well aware that he placed much 
stress on the fact, that he was supported in this OlJinion as to the probahle 
declino in the price of opium by eminent members of the mercantile comlllU-
nity intercstccl in the trade. The estimate was, he had no doubt, preparcd aftel'. 
the most careful consideration and on the best advice. But he contcndccl that, 
in dealing with such a gambler's stake as this somco of revenue admittedly 
was, the only guide you could take was that derived from. actual11ast results; and 
he l'e11eated what he said at tho time, that the Government had no right to as-
sume, beforehand, that tho yielcl would be less thau the average, and procced on 
that assumption to impose exceptionally high burthens on the country. In 
this particular instance, events had proved how unfounded this assumption 
was. It was perhaps only natural that his hon'ble friend should have done hi!; 
best to justify the comse the Government adopted; but he believed ho must, 
in common with other members of His E~cenency's Government, he conscious 
that a very grave error had been committed, the political effects of which it 
would, he fcared, take years to efface. He was glad to see that tllC C1'1'Ol' was 
not to be repeated, and that the Opium estimates for the coming year had been 
prudently and fairly framed. 

Having found fault with the past, he was happy to be able to express his 
unqualified satisfaction at the course the Government had found themselves able 
to adopt in respect to the income-tax. By reducing it by hyo-thirds and rahing 
tho minimum to rupees seven hundred and fifty, he considered they had afforded 
all the relief that could reasonably have been expected. He was no admircr of 
the tax; and were it a question of imposing it for the first time, he should hesi-
tate to give his assent. But Hon'ble Members, like his friends Messrs. Robinson, 
Inglis and Cockerell, who advocated its entire abolition, must remembcl' that it 
would be most difficult, if not impossible, to re-impose it in timc of necd, and 
he would ask them to consider what other means they would have recourse to. 
It was easy enough to say that this was no affair of theirs; but he maintained tIl at, 
when members took upon themselves to urge the Govcrument to auandon an 
estn,blishec1 source of revenue, it behoved them to show how, ill case of necessity, 
it could be replaced. Besides, if the Government were ill a position to afford 
further relief, he contended there were other interests that had [I preferl!ntial claim 
to consideration. Amongst notably objeetion:lble imposts, ho might mention thc 
duty on Sugar in Northern India, a tax which was nothing more nor less than a 
lJnl'hul'olls transit-duty. 

II 
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rrhercfore, oppose~ as he was and had been to a high income· tax, he believed 
that it was sounel policy to maintaiu it at the rate now .proposed during ordinary 
times, nUll to be ready to increase it in times of real cluergency. He also main· 
taincd that the· Government had acted wisely in not limiting its operation to any 
particular period; to have done otherWIse would have been to unnecessarily 
keep alive uncertainty and agitation. 

To turn to the Statement itself. He considered it to be a clear and intelligible 
exposition of figures; but there were two specific parts regarding which he should 
like to have further explanation. The princillie had, he understoocl, been laid 
down, that the revenues and charges of each year were to be dealt with separate-
ly, and that the surplus of one year was not to be treated as an asset of the 
succeeding. Such being the case, he wanted to know how the payment of a 
quarter of a million, which it was proposed to make in 1871-72 out of the 
revenues of 1870-71, could be reconciled with this principle? He did not himself 
object to thcse payments. The one of £20,000 to provincial services was, he 
thought, very right and judicious; but as surpluses were, happily, likely to be the 
rule, he should like to hear from the Hon'ble lIIember how he intended disposing 
of them. Secondly, he wanted to know why, with cash·balances estimated to 
am~unt to the enormous sum of eighteen millions, it was intended to borrow one 
and a half millions in England? The unfavourable rate of exchange could not, 
lle presumed, be the sole cause. 

He would now advert to the revolution that had been inaugurated in the 
relations between the Supreme Government and Subordinate Governments and 
Administrations. Having been intimately associated, for some years past, with 
the administration of one of the principal Local Governments, he desired to say 
that he considered the concession of principle involve(l in this change most 
valuable and significant. He said significant, because, although this was only a 
first step, he was satisfied further advance was inevitable. As matters stood at 
present, ho could not say, speaking on behalf of Local Administrations, that they 
ha(l much reason to feel grateful. . 

The Government of India had relieved themselves of a number of press-
ing and ever.increasing charges; and the Local Governments in turn had 
purclmsed a cert.ain· degree of freedom amI emancipation. In this way the 
Supreme Government had not made ~ bad bargain. 

He beartily wished His Excellency's Government had seen their way to 
continue the grants for provincial services, as they were now termed, intact. 
lIad this been done, the Local Administratiuns would have had no excuse for 
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resorting to new tnxation: as it was, they had been driven to impose ncw 
burthens .. 

He confessed that he viewcel with the gravest anxiety this constan.t increase 
of taxation. The country loudly called for rest. It was not, perhalls, so much 
the weight of the existing bmthen, as the uncertainty and want of finality 
that hal'assecl the people. Simultaneously with the dilllinution of the income-tax, 
you would oblige Local Governments to impose new taxes, amI llC fcarcd tho 
great mass of the people would fine1 the littlo finger of thcir own rulers thicker 
than the loins of the Viecroy in Council. 

In the Presidency to which MR. CHAPMAN had the honour to belong, a 
succession of new taxes hac 1 been imposed during the past ten 01' twelve years. 
In addition to the income-tax, ,ve had 113.t1 a cess of six and a quartcr per cent. 
on all revenue ; a quit-rent of a considerable amount on lands previously held 
rent-free; tolls :l.lld muuicipal taxes had been freely resorted to; salt excise 
had been greatly increased; and last, but not least, in many parts, the thirty 
years' settlements were falling in, and revised rates, involving an increase of 
some sixty pel' cent. on the land-revenue, were being im posed. The Local Fum 1 
receipts dming the year 1869-70 alllotUlted to £618,000; while the Municipal 
taxes realized £530,000. Allowing for a portion of the Local Funds being 
derived from jail-manufactures, harbour-fces, Native Stat.es; charitable endow-
ments, and other sources that did not press directly on the country, ho believed 
it would be found that the presidency contributed not far shm·t of a million 
sterling over and above the imllerialrcvenue. 

The non-agricultural classes wero the only section of the community wl~o 
might, in his opinion, fairly be taxcd; and so strongly was he impressed with this 
belief, as far as his own Presidency was concerned, that he woule1 even have pl'e-
ferred seeing the income-tax retained at one :md no half' pel' cent., rather than 
have obliO'ed the Government to put on new taxes. 

" 
nut he believecl both of these alternatives might be avoided if a rigid 

policy of economy were enforced. His hon'ble friend, at the close of his 
state-ment, said that" retrenchments in both the Civil and Milit.ary branches of 
expenditure in India have been made." lIe wished he had particularized them. 
It would, he thought, be a salutary plan if, for thc future, he would append a 
contrasted statement, shewing, in detail, the several alterations in fixed charges. 
For his own pad, he reitcrated his helief thnt the1'0. was much room for 
retrenchmcnt in almost every branch of the administration. 
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The Council would remember that the late Commandcr-in-Ohief, Sir W. 
Mansfield, on the eve of his departure, solemnly protested against the reduction 
of a single European soldier; and 110 was happy to find his ad vice had been 
attended to. nut, at thc same time, he: expressed it as his opinion t11at we 
Drlght dispense with ten thousand Native troops; and further, that tho existing 
separate.Army administrations in India migllt with great advantage be central-
ize(l. He would reu(1 to the Council the words of that eminent authority-

" In the course of my remarks, I have adverted to the new military strength accorde(l to 
us in these days, as compared with formcr' times, in the power for immediate combination alld 
concentration. This reflection leads liS at' onee to another point, namely, that, in the combina-
tion of the :Military Dellnrtments of the several Presidencies into one 'War Department under 
the Government of India, with a corresponding change in tllC system of Command-in-chief 
. .' . , 
may Le found a. measure givlllg at once improvement in economy and increase of strength. 
There should be but one ,\Yar Department, which would at once involve the consequence of one 
Ordnance Delmrtment; in short, the concentration of the Army in the largest sense in the hand 
of the Go,cl'lllllcnt of India. 'l'his need by no means interfere with the local character of the 
Native Forccs of the other Presidcncies, a character which, I believe, a sound policy bi'ds us 
carefully to maintaiu. 

"It has always appeared to me that, in this country, many things are centralized which 
ought to be local nnd dependent on the Local Governments; whereas those establishments 
are kept separate, nnd, as it. were, almost distinct from the i=ediate control of the Supreme 
Government, which, from the nature of thingE, especially belong to it.' Such is the case with 
. military administration. We do not Eee the Federal Statcs of Amel·ica. mnintain distinct 
military organisations for the payment of which Congress is responsible, although, in other 
matters, the provincial Govcl'llments of the States exercise a very l:u'gc power. 

"Thero is no reason for sepamte military administration in Madras 01' Bombay, which 
would not equally npply.to the severnl Goyernments mnking "I) this Presidency. So long as the 
separnte system lasts, I am hopeless of real economy or of brenking down the influenees and 
jealousies which mect your Excellcncy at every turn when economical scllcmcs issue from this 
Council. I necd hardly remiud tllis Council that I venturcU to utter these opinions very mallY 
years ago, WhCll they might have been Supl)ose(l to be' contrary to my personal intercsts. A 
long and practicnl eXl,el'ience of government and command, first in Bombay, and afterwa:rds in 
association with the Govel'llor General, IUlVe only tended to convince mo that these opinions are 
right and should be carried' into execution. 'Whenevcr reforms in such a direction take place, I 
may say, with regard to the office I am about to lay down, that some modification is necessnl'Y." 

It would have been very satisfactory if wc Imd been told that the recom-
mendations of Sir 'V. Mansfield were being attended to. We were maintuinin!J' 

• 0 
these costly separate administrations. at, in his opinion, a positive sacrifice of 
efficiency, and as though no such inventions as railways and telegraphs had been 
introduced into the country. 
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In rcspect to Home Expenuitnre, his hon'ble Menu went out of his way 
to tell us that accounts were renuered to India of all that was incurred. It 
seemed to him to amount very much to this, that India was allowcd the privilege 
of paying whatever bill was sent in to hcl'. lie coulcl not think this relation 
of affairs between the two countries satisfactory. In his opinion there ought 
to be only one authority responsible for the finances, and that no outlay ought to 
bc incurred except stich as met with the approval ofRis Excellency in Council. 

Under the head of Marine, he saw a charge of some half a million. It would 
be interesting to know what the country receiyed for this money? lie had a 
very shrewd idea that, if a thorough enquiry wero instituted, considcrable reduc-

-tions might be effected. 

Then ttu'ning to Civil Charges, hc 1l0ticCl1 a sum of over one million and a 
quarter under Administration, being an iucrease of £74,000 over last year. 
Not to look far from home, he was conscious tliat the cost of his seat in this 
Council was quito out of proportion to any small service he might be able to render. 
Then, look to the constitution of the Executive Government. Why should 
each Department require both a Member of Council a11(l a highly paid 
Secretary? It seemed to him that, under a departmental division of labour, this 
dnal system was hardly necessary. Then, again, look to the great divergencies 
that prevailed in the systems of revenue administration in the several Presi-
dencies. Why, if neither in Madras 01: Bombay, with their far more detailed 
l·yotwt1.r system, the services of both Commissioners and a Board of Revenue 
wcre not found necessary, why, he said, should both these costly agencies be 
maintained in Bengal and the North-West? If he turned to the Judicial Esti-
mates, he found a High Court J m1ge in Bombay and lIIndras couIel be procured 
for Rs. 3,750 per mensel11, while t.he same functionary cost Rs. 4,166 at 
Calcutta. On the face of it, there seemed no reason why there should be this 
difference of £500 a year. 

He was well aware that these details wcre unpleasant and invidious. He 
might go on to instance many others; but he thought he had said sufficient to 
indicate that consh1erable rmluetions were practicable, if a thorough and impar. 
tial scrutiny were instituted. 

There were, he knew, great-almost insuperable-difficulties ill the way of 
effecting refor111s of this character, involving a!? they did the sacrifice of many 
personal interests and the abandonment of many cherished prejudices. The 
Government of India must, neverthelesq, grapple with the task. You possessc(l 
a superb revenue, which wouIel doubtless increase by the naturallll'Ocess of· 
eXIJansion, but which you could not, he was convinced, safely enhance by means 

I 
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of additional taxation to any considerable extent. Therefore he said that, 
if you wished to presei've an equilibrium, and at othe sarno time meet the 
legitimate growing wants 0 of the country, you must exercise the most rigid 
. economy in youroadministration, and the mostO relentlcss retrenchment where 
practicable. 

The IIon'ble MR. BULLEN SMITH hac1 to record his opinion against the 
BiUnow before the Oouncil. He did so unwillingly, and solely on account of 
the permanent character given to the measl,ll'e it proposed; but without much 
stronger arguments than he found in the figures of the Financial Statement 
lately delivered, he could not give his vote for the permanent enactment of a 
form of taxation which, in the opinion of all those whose judgment he Inost 
respected, was utterly unsuited to this country. He was not altogether satis-
fied that necessity existed for the re-enactment of this Income 'l'ax Act for any 
period, but he felt it his duty °to give to those who were responsible for carrying 
on the Government of the country the benefit of any doubt which existed in his 
own mincl; and hacl this tax been proposed for one year only, he wouM have 
been disl)Osecl to yote b its favour, as perhaps not altogether an unreasonable 
proposal, with reference to the very small prospective margin of surplus 
shown in the statement of ways and means for the coming year, and with 
reference to the fact that the income-tax was not altogether new, but had unfor-
tunately, for a number of years, by force of necessity, held a continuous place in 
our fiscal system. "While saying this, however, he desired to guard himself 
from being SUI)posed in any way to recede from the position he felt it his duty 
to take up when the same tax, but in a much more aggravated form, was before 
the Council last year. He thought then, and he thought still, that in passing 
the Income Tax Act now about to expire, this Council committed a grievous 
injustice; as, with full knowledge of the comparatively small section of the 
people of this empire on whom such direct taxation even professed to fall and 

o , 

the still more limited proportion from whom it was at all fairly and equitably 
collectable, we passed a measure which practically threw upon that 0 small 
section of the community the whole burden of the deficit which was 
nt that time apparently inevitable. In this connection, he must say that he 
listened with regret to the reference made, in the l'ecent budget exposition, to 
some reports by the Local Governments as to the working of the Income Tax 
Act cluring the year now closing. He had not, of course, a doubt that what was 
stated in these reports was strictly true; and as mere formal documents they did 
not perhaps require much notice; but, imported into a budget exposition, if not 
as a wit of justification ofthe tax, he knew not for what purpose, they acquired 
an importance and significance to which he considered they were not entitled, 
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l)elieving, as he did, they were utterly valueless as affording any real gauge 
of the working of the Income Tax Act among the poorer of the classes affcctcd 
by it. lie knew well what wcre the ideas of the lIiembcr who, last session, sat 
ill this Oouncil on behalf of Madras on this suhject.; rind he appealed with con-
fielence to the hon'ble gentleman oppositc, who now reI)resented tha.t Presidency, 
whether the statement of his Government, that no complaint.s had been hrought 
to their notice, conveyecl to his mind anything like a just impression of what he 
helieved to have been the real working of this Act among the l)Cople of Southern 
India. As he said before, the reports ill question wm'c clouhtlcss technically 
correct; but in this country, above all others of which he kncw anything, what 
was brought to the notico of Govcrnment was one side of the picture; What 
actually took place a very different reverse. He appealed in support of this 
statemeut to the cases of oppl'esgion 01' over-exaction reported by the Goyern-
ment of Bengal. Those who ,,-ere acquainted with the details of these 
cases, the chief of which occurred not very far from where we were now sitting, 
knew that they came to the notice of Government, not through any regular 
official source, but through thc Prcss, set in motion by one on whose interfer-
ence in such matters Government had ilO claim wllatevcl', but who becoming 
aeeielentally acquainted with what was going on, actively bestirred himself to 
obtain redress for those who, otherwise, would in all probability never have got 
it. He admitted that, once these cases were hrought to t.he notice of the Local 
Government, redress was promptly giYen; but diel not the mere fact of their 
occurrence in the close vicinity of this city warrant the belief that therc must 
have occurred, in the remoter districts of this eoun~ry, countless similar cases of 
oppression, of which the Local Government never heard, and the full measure 
of snffering involved ill which would never be known? It might be asked why 
he referred to these things? Simply because he felt that we could not afford 
to weaken, by one single thread, the slender cord of sympathy whieh existed 
between us a.nd those for whom we legislated. However we might differ in opi-
nion as to the financial measures adopted last April, we must all unite in 
depIOl'ing the lamentable want of cordiality betweengoverl1ol's and governed, by 
which the year noW closing had been so strikingly marked; and it Was because 
he feared the reference made to these reports would not tend in any degree to 
promote a better feeling, that he would fain have seen it omitted altogether 
from this exposition, 01' couched in terms of broader and more hearty sympathy. 

The Bill now before the Council, as co~pared with the Act about to expire, 
"'ave SUbstantial relief, both in the percentage levied, and in the ranO'c of 
~ . 0 
incomes affected. In common WIth many others, he hUtl hoped that, even if 
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Government found it, ?-leccssal'Y to l'etain this taxation in some form, they 
would have seen their way to tlle exemption of all in'comes under Rs. 1,000 
per annum; but as he understooci this point was m\\de the subject of special 
discussion in the Executive Council, he did not press it. lIe did, however, 
trust that, if tins Bill were passecl in Select Committee, the apparently permanent 
character which it now wore would be nltered, amI that, like its predecessor, 
it would be enacted for one yem; only. Of the unsuitability of an income-tax 
to this country, we had from time to time heard so much in this Council 
find elsewhere, that he would not add a word 011 the subject; but those 
who desired new testimony on this head would find it in the report of the Inte 
Oommittee on Taxation in the N orth-West, publishccl in last Saturday's 
Gazette. lIe wouM deprecnte in the strongest manner any nttempt to place 
this income-tnx among our permanent sourccs of rcvenue, for he coulclnot 
fOl'get-and of this he would remind the Hon'ble Member of the Government 
in charge of the finances-that so long as we continued this tax under the 
existing conditions of this country, so long diel we violate that which is, by the 
highest authorities, acknowledged to be the aim and principle of all direct taxa-
tion, nl\mely, to leave all classes affected by it in the same relative position as 
it foimel them. All experience proved that we could not thus levy an income-
tax in India; o.nd although the Hon'ble Member might plead that stern necessity 
had driven the Government to this violation in time past, 'J\IR. BULLEN SMITH 
submitted that, in asking for this tax as a permanent institution, he appeared 
content to perpetuate this course, and, in the administration of a finance of first 
mnO'nitude, to turn his back upon the acknowledged principle to which he had o ~ 

alluded. '1'here was another point of view from which, he thought, persistence in 
passing this Bill without limit as to time would be inexpedient, and, certainly, 
not in accord with that publicity which had hitherto been a notable and highly 
appreciated feature in the administration. By the constitution' of this Council, 
it was Dot open to nny membcr to take the initiative in any measure nffectin!j 
the financcs of the country without the express permission of the head of the 
Governmcnt. Of course he did not forget that, when:;t measure was proposed 
11ere to whi~h the Government were pledged, it could not, under existing con-
elitions of this Council, be successfully opposed, but the mere fact of leave 
being asked, however formal in its practical bearing on the result, gave an 
Ol)pOl'tunity to the public of hearing anew what was to be said on both sides 
of the question, and of expressing their own opinions upon it. The Bm before 
the Council did away' with all this; stereotyped the impost now under discus-
sion, amI in so doing, he thought, rather teuclecl to defeat the ends for which 
this Council waS snpposetl to have been established. 
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Tl'Ul'lling now to the financial exposition, of which the Dill herore tho Council 
was the practieal result,: he must express hi~ rcgret and disappointment ut tho 
retcntion of the export-duty on rice, and his still greatcr surprise at tho few 
passing worus with which a measure involving a gl:U'iug fiscai inconsistency 
was dismissed, lie was not about to weary the Oouncil by a. repetition of the 
arguments by which he last ycar endeaYoUl'erl to show that the aholition of 
t!his duty was in the highest degree expedient, He might remark, in passing, 
that although the rice traue from this port did show, for the year ahout to 
close, some improvement on that for 1869-70, it still fell far short of what it was 
in 1864-65, up to which period it hacl heen increasing at the rate of nearly twonty 
pel' cent. yeady. He might also remark that the export to China, to revival 
in which the IIon'ble .Member, in his financial exposition last ye:1.r, looked for-
ward "'ith feeIin3's of hope and comfort, had undcrgonc no impl'oYement worth 
mentioning, the export of the t\Ych'e months falling under 3,000 tons, or three 
moderate cargoes; while, during the same year, thc total export of Saigon rice 
had risen from 157,000 tons in 18GD, to 222,000 tons in 1870, 01' ncarly forty 
pel' c('nt" of which increase that to China was lllore than threc-fold, showing 
how utterly, even unclel' the most fuYoUl'able conditions of demand, we wcre 
being beaten out of that market. As to the undesirable llatme of export-duties 
as a whole, we were all agreed; but what those interested ill tho··rice trade of 
this country would Ilave liked to hcar was, not the bare fact tImt the duty was 
to .be lllaintained, but some explanatiop of tho 11rinciple on which, aSfmming 
that a. certain amount of revenue 'must be raisecl ft'om export-duties, rice 
was selecteel as one of the articles to contribute. In using the worrl ' selected,' 
he spoke advisedly; because, although the Hon'ble l\Iember did last. year, 
in replying to certain remarks of Mr.. BULLEN SMI'l'H'S, say that he was only 
the continuor, 110t the originator, of this duty, Mr.. BUIJLEN SMITH scarcely 
thought this a line of defence to whioh on refleetion he would be disposell 
to adhere; and in any case, for his own part, he conld make no practical 
difference between the admini.strator who imposed a wrong tax, antI the one 
who l'efused to repeal it, when its injurious effects had heen fairly brought 
to his notice! Indced, of the two, he shoulcl say the latter was the mo1'C' 
culpable, inasmuch as he erred in the face of actual experience. Assum-
ing, as 11e had said, that all export-duties wcre object.ionable, but that 
the necessities of the State rClldei'cel some income froUl suelL a source 
imperative, the question t.hen surely arose, which among om considerable 
articles of export most nearly approached tIle conrlitions uucler wllich, ac-
cording to the universally received principles. of political ecollomy, an 
cXllort-duty could hcst Le horne? in other words, which of our considerable 

K 
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articles of 'export had, 'us regards sllpplying the wants of other countl'ies, a 
monopoly, ~r the noai'est approach thereto? He though,t nono would deny that 
the' institution of such an examination as he had sketched, into the l)osition of 
0:111' various export trades, would be the proper course to pursue under the 
circumstances; but he found nothing in this exposition showing that the 
prinoiple, he spoke of had even been considered. . By way of lllustration, he 
would take the three important articles of incligo, rice, and jute; and he 
specially selected jute, because, in the financial statement before him, the con-
tinuell flourishing condition of, this article was dwelt upon. He found 
that this article, of' which he might say that British India had almost all 
entire monopoly, the value of which ha~ nearly doubled of late years, 
and the export of which had marvellously increased, left the country free of 
all duty whatever. He found that indigo, of which British India furnished the 
main supply to the world, although Guatemala to a certain extent competed, paid 
an export-duty of rupees three pcr maund, or, say, It pel' cent. on the average 
selling price of the season just closed; while rice paid an export-duty pf thl;ee 
"l.nnas pel' maund, equal, at present prices in this presidency, to nearly 9 per 
cent. on the common, and over 7 per cent. on the better, qualities. That is 
to say, the article of which we had virtually a monopoly, and the growing 
prosperity of which was matter of universal comment, paid no export-duty j the, 
article which met with Do certain competition paid It pElr cent. j while the 
article which was exposed to a keen competition in every market to which it went 
was at the present moment paying an export-duty of 9 pel' cent. It might 
be asked, did you wish Government to add to the export-duties? He would say, 
certainly not, and that he would much regret to see the Governmcnt of India 
enter upon such a retrograd~ course; but he placed these figures before the 
Counoil in order to show that it was not without reason Ule many who were 
directly and indirectly interested in this rice trade cried out for relief, and in the 
hupe that the Government would yet reconsider this matter, and make the ~on­
cession desired,-a concession which would be doubly valuable in the present 
season, when an abundant l'ice harvest in Burma seemed to promise that the re-
peal of the duty would be attended with substantial benefit, and plll'haps enable the 
trade to recover its footing in some of the markets in which it had been losing 
ground. He did not under-estimate the difficulties of the Indian Exchequer, 
and he woi.lld not willingly press unreasonably 01' unfairly his views upon the 
member of the Government in charge of the finances; but it was the inevitable 
lot of whoever uudc~,took to administer a finance 8umming up fifty millions 
sterlinCl' on either side of the account, to find himself face to face with "'reat o 0 
first principles, such as he had heen spealdng of, and in proportion as l'ccogni-
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tion to these was refused-in the degree in which they 'Wcre silently ignored--to 
that extent wonId public confidence ill these annual financial expositions bo 
withheld, hou'ever clearly they might be drawn up, however elaborately 
eXI)ounded. 

He wonld have been glad had the exposition now under discllssion affordccl 
a little more cxplanation Ul)011 the loans contracted dm-ing the current year! 
We were told that the Government of India had managed to get through tho 
year witllOnt the loan which it was thought might have been necessary, which 
was satisfactory; but at thc same timc we werc informed that the Secretary of 
State bad not only borrowed the full alUount mentioned in last statement, 
but also lk million in excess, and that he had intimated his intention of bor-
l'owing 2! millions morc during the current real'. N ow, looking at our large 
balances, he did not quite understand how this excess of horne bOl'rowing during 
tho CUl'rent year became necessary; and what he should liko to ask was, whether 
these loans were contracted under the requisition of the Goyernment of India 
and with their sanction, and whether the salUe conditions would apply to the 
loa,ns to be raised during the coming yeilr; or whether the words "intcnds to 
borrow" signified that the amount in question was to be raised without the 
concurrence or wish of the Government of India. If the latter interpre-
tat.ion ·was correct, then the arrangement appeared to him highly inconvenient 

" and nTegnIar, to say the least; and this from two points of view. '.rhe Secre-
tary of State was of COUl'se recognised as the supreme authority in all matters 
l'elating to Indio.; but in another sense he was, as had been stated, ouly the 
agent of the Government of India_ Accepting this position, it clearly followed 
that head-quarters ·were here; that hem, all financial measures of evety kind 
must originate; that there lay upon the Government of India. the duty of 
providing funds from time to time to meet their obligations iu England, 
but that with them also must remain the discretion of providing these 
funds iu the manner they deemed best, whether by acccptance of dmfts 
upon them, by direct remittance, by loan raised here or in Englnml at 
tlien' reque~t. The principle of un agent contracting large loans without 
previous understanding with his principal did not commend itself to his 
judgment. 'l'hcn, again, this homo borrowing appeared to he done quietly, 
without that ample publicity which always attended upon loans issued by the 
"Government in this country_ 'rho average l'ate of interest mentioncd in the 
exposition did not indicate thut any saving of consequcnce lJad attended this 
11ractice, and eyen were it otherwise, he tLought it reprehensible_ Holderl! of 
GOYCrnmcllt securities were not in the posit~on of first mortgagees, and iu his 
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opinion, they 11:1.£1 n. moral claim to'receiYe, in all cases where an. addition to the' 
permanent debt of the country wasabt>ut to be romIe, tl~at ample .notico which 
was given in this country. lIe was aware that the solution of. thcse matters 
p.robably lay at home, but he thought they were ,,'ell wort,hy of attention. No 
system of finance could work well with two heads; and if there was, as seemed 
implied, an authol-ity in ~ngland, either altogether irresponsible, or only ehccked 
by the very mild control Parliament had hitherto exercised on the question of 
Indian expenditure, which cou}(1·i.'aise money at will without the concurrence of 
thisGovC\rilme'nt, the efi':.Jrts made here to put the finances on a sound footing 
might be seriously hampered. 

There were several other points in this most interesting exposition, to which 
he would like to refer, but he felt that he had already sufficiently occupied tho 
time of the Council. '1'1e statement was admirably drawn up; and althollgh 
pre-eminently framed for safety, be would, as already said, have been disposed 
to grant, for one year, the taxation asked for in this Bill, in the hope that its 
renewal would not be required at our hands. His belief was that we now possessed 
an in como sufficient for the wants of the conntry; an income which, if pro-
perly administered, would not fail us, and for any further margin of surplus, he 
thought we should look more to reduction of expenditure thnn to new revenue. 
All would approve the determination of Government, as expressed in the conclud-
ing portion of the exposition, to pay all ordinary expenditure out of revenue;' 
but then, the term' ordinary expenditure' must not be abused und stretched as of 
late years; for he thought none would deny that the financial troul)les from which 
we seemed now to be emerging, arose, not from failure ofre,'enue, but fromla.vish, 
and, he feared he must add, often ill-considered, expenditure. With this cardi-
nal point kept well in view; with a continuance of that judicious economy 
which had in the last eighteen_ months effected so much, and with the recogni-
tion ot sound financial principles, he douhted not that the Hon'ble Gentleman 
in charge of the Exchequer would soon attain the fulfllmentof that hope to 
which he once heard him give public expression, "that to him it might be 
given to bring the vessel of the State out of the storms and tempests of chronic 
defi~it, into the smooth and quiet haven of assured and continuous surplus." 

His Honour tho LIEU'l'ENANT GOVERNOR did not propose to enter on 
the present occasion on the broad questions of financial policy which were 
raised by the budget statemcnt of the Hon'ble Sir B.ichard Temple and whieh 
this Bill was intended to carry out: he did not pretend to rise to that height. 
ne (lid not propose also to enter on the question whethel· in his opinion an 



INCOME TAX. 227 

incomc-tax: ought 01' onght not to be imposcd, He wouIel candidly confcss that 
lIe llUd not arrived at a final and satisfactory opinion on that point, ne woul!l 
therefore mther address himself to certain matters in rogard to tllO forlll 
and character of the Bill beforo· the Council. But beforo doing so, he 
should refer to the opinions expresse(l as to abuses in the levy of this tax in 
Bengal. His Honour was new to this Government, mul was thereforo 110t prc-
parcd to entor all the question as to how far that opinion was well foundecl; 
but he was quite prepared to admit that thore was a strong feeling of objection 
to the income.tax on the part of the tax-payers, and on the part of tho OffiCCL'S 

of Government mid others in Bengal who had been acquainted with tho work-
ing of the law. Having lately passecl through the provinces uUller the gov-
ernment of several local administrations, he was preparctl to say that the feel-
ing against the tax was universally prevalent in these local admillistrat.ioJls, 
inclnding the Presidency so well represented by his hon'blo friend on his right 
(Mr. Chapman) who was not opposed to the Bill. 

HIS HONOUR'S observations would then be addressed to the form and char-
acter of the Bill whieh was now before the Council. The most markC(l amI the 
newest feature in this Bill was that ther.} was no limit or duration of time, amI 
that it might therefore be nssumed to be a perpetual Bill; that was to say, a Bill 
thnt was to be continued until the wisdom of this Coundl should otherwise deter-
mine. He might also assume, when he alluded to the clmracter of the Dill 
as a Bill without limit of time, and ~o the very moderato character of the 
assessment proposed, that the object and intention of the Bill was that which 
had often been suggested, namely, that we should Illlve a light and easy tax, 
so worked that it would not be strongly opposed in ordinary times, but which 
would enable us to raise, in times of emergency, a heavier tax, as we had in 
the year just passed. He thought, if that was the plan, that it was subject. 
to this imputation, that when it was, as now proposed, a light tax, it was llot 
worth the trouble and vexation which it produced; on tho other hand, whon, 
in times of necessity, it was made heavier, it was not worth the extreme opposi-
tion and ill.feeling which the past year showed that it engendered on such 
occasions. He confessed that he hacllong had doubts as to the policy of all 
income.tax as an imperial amI general tax in this country, and he might say 
that these doubts were increasecl by tho observations which hall bcen made 
by Hon'ble Members today. On the other hand, looking at the increase of 
wealth in the country, though it might be said that the riches of the rich wel'(~ 
exaggerated; seeing that, in many provinces, there was a rapidly increasiug' 
growth of wealth, it was a necessity of the times that wc should have some 
modo of taxing these richcs, or at least of making a beginning of taxiug' 

L 
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them; and so levying a considerable income, if not immediately, in the 
future. 'Yell, then; he would say that, not discussing the qtlestion whether 
there should or should .not be a l)Crmanellt income-tax, but assuming 
si.1eh a tax to be determined on, he was inclined to think that it would 
he better to keep it high for two or three y~ars at least. You ·would then be 
ahle to judge suroly where the shoe l)inchccl; you would then be able to see 
whether,ill point of fact, it was worth the evils attending its collcction, and 
whether it was capable of being collect.ecl in a just and equitable manner; and, if 
not in its present form, whether it was possible to adopt any other form in which 
it 'l'ould be worth thc evils of collection; He also differed ·from the Hon'ble 
gentleman opposite (Mr. Robinson) who took. so sanguine a view of ol11' finan-
cial prospects. ' On the contrary, he thought that, inasmuch as the Hon'ble 
~~el1lher who intl'oducccl this Bill, and who was the best judge of our financial 
prospects, made thc calculations he did, he seemed to have sailed somelvhat 
near the wind; uecause, from the statement which he had made, it appeared 
that thc surplus Tfas almost infinitesimal. HIS HONOUR hardly hoped that. the 
Hon'ble 1\11'. Robinson's sanguine expectations in I'egard to thc receipts and 
expenditure might be realized; and that the whole total of the revenue might 
he incrcased to the exhmt he anticipated, and that the expenditure might be 
lessened as he hoped it might. That was a view which was not qllitelike that 
which han been realised in other years. In fact, with rof~rence to the question 
put by the Hon'ble Mr. Chapman, suggesting that the Government shoulel 
arrange what was to be done with the surplus, he would observe that you must 
catch YOL1r hare; you must first get your smplns before you could dispose of it. 

He would now go into the budget of the year, sololy as affecting the Income 
Tax Bill now before the Conncil. He always had been of opinion that the 

. Government of this conntry, whether they were right or wrong in imposing 
an income-tax, were undoubt!~dly right in that they did bolcUy face the fact of 
the cleficit and boldly face the necessity of imr>0sing a ~ax, instead of adopting 
t.he Yltlgar expedient of making up the deficit by means of loans. Now, to¢lay, 
we lived in happier times. '1.'11e deficit of a million and a. half which existed 
when the last statement was made had been now reduced to an infinitesimal 
8U1'plus, to use a somewhat Irish form of expressing it. That change had been 
efl'ected in this way. There had been an increased estimate of the yield of 
Opium, ancl·a part of the deficit lutd been turned over to the Local Governments. 
He thought we ought not to lose sight of this fact that, in reducin~ the income-,_ 0 

tax from three and one-eighth pel' cent. to one and a fractioupel' cent., it had 
lJcen effected by turning over a part of the deficit, nearly £350,000, to the 
IJoeal Governments, and requil'jng them to make that deficit gooel in t4e best way 
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tllCY could. That deficit was not only a very' consiclerahle deficit at tho prescnt 
mOlllent, but was explained by the Hon'bl.o Sir ltichard Temilio to consist of 
charges which were i'apidly growing, and which probahly would continue to 
grow. He had seen it asserted in tho newspapers, that the GOYel'llUlent of Bengal 
werc in a position to carryon, without additional taxation, the obligations that 
were imposed upon thorn by the GoVel'll111ent of India. lio was s01'ry to say 
that statem.ent waswhoIly inaccurat.e; because the GOVCl'll111cnt vf Bong 11 wus 
not yet in a position to deal with the question, aIHl he was afraid that it would not 
result in the favourable manner that hacl been suggcstCll in the newspapers. Ho 
should like to call the atteution of the Council to the meaus by which it wJoS pro~ 
posed to meet that portion of the burden which had heell transferrc(l fro111 the Gov-
ernmcnt of India to the Local Governmcnts, and which enabled the Governlllent 
of India to reduce tho income-tax. ~'hltt was to bc llouc by local taxation. He 
would lay aside thc proposed cesses for Education ancl Roacls anll the likc, which, 
he thought, were not altogether properly before the Council, because thoy WCl'O 

to be imposed for particular objccts which were not the obligations which had 
heen transferred to the Local Governments. lie might state that what had 
fallen from the Hon'ble ~Iessl's. Robinson and Chapman in rcgard to theso 
local eesses was very much to this efFcet. They said, we, the local powers, arc 
squeezing the people as hard as we can; for God's sake don't you come in and 
squeeze them any harder. lIIS HONOUR had endeavoured to ascertain how tho 
Local Governments proposed to mept the deficits thrown on them by the 
recent scheme of financial decentralization promulgated by the Government 
of India. 'V ell, he had looked at the COUl'se followed, or which was likely to ho 
followed, by the Local Governments, and ho found that, putting aside tho 
local cesses, the invariable l'eSOllrce was something in the nature of a lieense-
tax, with which we were all familial', and which had been at various times 111'0-
posed to supplement the income-tax 01' as a substitute for it. lIe fOUllcl that 
the license-tax seemed to be alimitetl sort of income-tax roughly imposed by 
grades, n.n.d not by a percentage on income, antI that the limit did not go 
higher in the N orth'-W estern Provincos than six rupees. He found that the 
general efi'ect of the 11roposecl license-tax seellleci to be that the Local 
Governments Pl'oposccl to meet the deficit by a rough income-tax on tho 
smaller incomes; those vcry incomes the Government of India had taken 
tho credit of exempting from the income-tax. lIIS HONOUR'S view was that 
these license-taxes wore really income-taxes en incomes not afi'ectecl by tho 
income-tax. They differed from the tax which had been taken off by tho Go,'-
erllmont of India in this, that they exempted the richer aUll more influential 
classes of the people. 
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As he hall said before, he thought it was not right to bring ill tIle questioll 
of 10Cc.'\1 cesses as regards· the burden of taxc.'l,tion on the pc~plo; but he woulel 
ask to be allowed. to say· a few 'wol'(ls with referenco to the form of local 

. taxation in Bengal. He ha(llately looke(~ over the various Acts of this legis-
lature, p.nd those of the local legislature under which local taxation was imposec} 
in Beng~I, and he had . enquired into the :working of these locnl taxes; he 
found that several' of . these t..1.XCS were taxes on houses and 011 other things, 
while others were taxes on the means of the persons to be taxed. The most 
common and most popular, or rather the least unpopular, of. these taxes 
was a tax described as a tax ou. the circumst..1.uces anclthe property to he 
p~otcctcd of the person to be taxed; that was to say, a tax of the nature of a 
rough property and income-tax, a t..'lX gt'aduateel with regard to the circum-
stances and property to be protected of the pcrson liable to be taxed, Perhaps 
this was the fairest of aU forms of taxation. Well, hcre was one local incomc-
tax, and it might be that we would have to impose cesses for Roads and Edncation 

. amI other matters, and that some of these also might take a similar form. .'l'he 
l'csult scemeel to be that it might be sajd with some justi~e that, insteacl of 
having one income-tax, you woulcl in futme have several income-taxes in different 
forms; since it was pretty clear that the greater portion of the income-tax was 
going to be taken off, and also that the LoCc.'ll Governments would have no power 
to re-impose it. Several Native gentlemen had. made this observation to hiin-
II We had l"ather not be taxe(l at all; but if we must be taxed~ we had rather pay 
what we must pay once for all in the shape of an income-tax, than have to pay 
Imlf a dozen (lifferent taxes." 

The question was whcther, in case it hacl become necess3-l'y and desiralJlc 
to impose a tax in the shape of a tax on incomes, you should not, as he under-
stood was done in America, apprn.ise a man once for all, nnd then put on all t.he 
taxation that it was necessary to raise, calculating a penny for this purpose and 
a penny for that. In the course ofa few minutes' conversation with an eminent 
American Statcsman who was lately in this city~ he had learned that taxation for 
local and provincial, and even for general, services was raised in this way m: the 
United States. That raised the question which had been raised by the Native 
gentlemen who had talked to him on the matter, whether the Natives of nengal 
wouhll'eally prefer an income-tax to any other; whether it would be permitted to 
us by the Government of India to add a local income-tax to the impelial tax 
imposcel by this Bill;. whethcl' wc could add to the income-t..1.x the SU111 just 
taken off by the Government of India for local purposes, He did not believe 
tliat he really could do so. He would be met by the ovcrwheh~ling resist-
ance of some important classes. 'l'his led him to turn over in his. minel 
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this important question, whether the strong objection to the income-tax enter-
tained by' many classes, and by none more .strongly than by Emopean gentlemen 
resident in India, had not some good founilation; whcthcr there was not a great 
deal of reason in the objcctions which they allcged against the income-tax as 
it now stood in the Bill before the Council, and in the former Bills which had 
been passed into law. The first prominent feature in this Bill, which struck him as 
distinguished from .the English Income FJ.'ax: Act and other Acts of' the kind, 
was that the word" property" was omitted in the title of thc Bill; that it was 
caUed a Bill for iml)osing duties upon income, "property" being assigned a 
secondary place as regards the objects for which the tn,x: was imposell. ",Ve knew 
that many Statesmen and Political Economists ha d hcld, and did still bold that, 
in respect to principle, the great objection that allpeared to the income-t..'tX in 
England was, that the tax was imposed equally on incomes derived from. property 
and from labour. It was said, amI he thought most rcasonauly, that income 
derived from property was a much ~ore valuable possession than income derived 
fl'om lallour. Income derivell from property was protected to a greater degree 
than income derived from lahom. 'rhe Commissioners of Inland Rcyenue had 
always raisell departmental objections as regards the difficulty of carrying 
out a distinction of that kind. Imlindually, HIS HONOUR tllOug'ht there mis 
no good reason for that objection in England, and tlmt injustiec was done by 
the present mode of taxation. But, when he looked to the state of tllings 
in India, it seemed to him that these objections were 'immensely increased, 
and most obviously so in the case of Europeaus who were earning thei... living 
in this country, where both Government sermnts and the illllepclllIcnt classes 
of the European community were not permanent residents having a .strong 
interest in the country, but who came to the country for a term of years, aud 
who realized during those years an abnormal income, and could not hope 
to remain for the period of their lives in the country, and where, as a matter 
of fact, they did not remain. As a matter of fact, gentlemen remained but 
a few years, in the hope. of making such a use of their income as would enable 
them to make a provision for their families and forthemselvcs in after years. It 
dicl seem to him that to tax: incomes thus del'ived was to tax, not so m.uch the 
income 'of the year, as the capital set l)y for the support of their families hereafter. 
Therefore, he believed that, if there were objections to this form of taxation 
in England, they were infinitely stronger here. "ye should study the American 

. model and other forms of municipal tap.tion, and carefully adjust the iucidence 
of taxation if t.his tax was to be maintained at all. 

'fills brought him to the fact that, owing to financial considerations antI 
other circumstances, the income· tax hall never beon propci'ly discussell in 

111 
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the light of day. He was surc, if .his mcmory served him 'righHy, and certainly 
as regards late yem's, t1ll1t tho practice had been that, there luid been no time 
for discussion; that Inconlo rraxBills wero introduced late in the session, and 
that the Oouncil was told'they must pass them or reject them, and the result 
ha4 ~cen I!- sort of' stand and deliver'; that the Oouncil had passed the Bills withont 
much discussion or inquiry. It might be. that this state of things had been 
submittecl to because people hoped that it would be only a temporary measure. 
But now that we had the tax in a form which probably would be perpetual, he 
1vishe~ ve1:y earn~stly to suggest that it was immensely desirable that the 
present Bill, before it was finally passed, should be most fully and thoroughly 
considered; that opportunity should be given, not only to . Hon'ble Mcmbers 
WIlO in some respects l'epresentecl the local administrations, but'also to the 
mercantile members of the Oouncil, 'who ('ould render much assistance in its 
consideration; and opportunity might also be given for getting information 
from others outside of this Council. He hg.d alluded to the information which 
be had obtainecl from the eminent American Statesman to whom he had already 
referred; and be had discovered that there were several American gentlemen in 
this city who were capable of giving great information with regard to the mode 
in -w:hich the income-tax was imposed in America, Now, one week was much 
too short a period to overlook this Bill in a proper manner; to overhaul it and 
put it into shape, if it was expedient at all to pass it. He was aWllJ.'e that, if at 
this senson he proposed to extend the time for the submission of the Select 
Oommittee's Report, he woulel be treading on very delicate ground; and 
perhaps it would not be becoming in him, who was a local member of the 
Council, and must stay in Calcutta, whether or no, to suggest that it would be 
desirable for the Oommittee to sit for a longer period than it was proposed to 
do. But he would suggest that it would be not unfitting that the Government 
should accept the suggestivn thrown out by the Hon'ble ]Hr. Cowie, that this 
Bill should be passed for one year, not in the expectation· that the Bill would 
then cease, but with the intention that, very carly in the next session of the 
Council, it might be re-introduced at a time when there was ample opportunity 
to refer it to a Select Committee, with power to make ample inquiry and to put 
the Bill into a shape as acceptable to the public as any Bill of this kind could 
possibly be. 

He wOJ.lld now detain the Council for one moment in oreler to suggest 
an alternative proposal. The plad which he suggested was this. He had 
. always had great doubts whether this tax was really fitted for imperial taxation. 
It seemed to him that the effect of imposing an imperial income-tUx had been, 
and was likely to be, to render both your local officers and the people its bot 
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opponents. .An Hon'ble Member on his right (Ur. Chapman) spoke of tho 
ciTect of t.ho tax as snallping asunder tho, slig-ht coi'a of cordiality bctwcen the 
goycrnol'S and the governed. HIS lIo:NOUR was bouncl to say tlHl.t his experienco 
of this tn..'C was that, so far f!'Om this BilllmvinO' that effect, the result of the , 0 

income-tax had been to unite' governors and governed, Local Governments 
and officers; and the people, in the most hearty cordiality in almsillg the tax. 
But it appeared to him that this tax ,ms pOl'Imps more suitable for Iltlrposes 
of local rating than for purposes of imperial taxation;' for, although there wero 
infinite difficulties in the way of iml10sing this tax as an imperial tax, when 
imposed as a rough local income-tax on the means and property to he pro-
tected of the persons liable to the tax, every man had a sort of intercst in 
seeing that his, neighbour paicl his due proportion of the tax; for if his neighhour 
paid too little, he 'might have to pay more than his propel' share to meet tllC 
amount requirClI to be l'uisecl by the tax; and the local officers, moreover, 
woulel have an interest in the objects for which thc tax was imposed, soeing that 
it was imposed for the benefit of the people of the locality in which it was 
levied, and not for the purposes of tho Imperial Governmcnt. S'lmc local 
officers had even spoken as if the Government of India was a sort of alien and 
hostile and tyrannical Government :!et ovcr them. 'fhe suggestion, then, that 
HIS HONOUR would make was that, if a tax of the sort 4e had been describing 
might possibly be less unsuitable for local purposes, the Government of India 
should consider whether it might not be able to make it over to the Local 
Governments with a proper amount of additional charges, as had been done in 
the case of other items of account entered in tho Budgct. It seemed to him 
that that might be done. And in making over the income-tax to the Local 
Governments, the Government of India. might say-" If you do not like 'an 
income-tax, it will rest with you to take tho responsibility of manipUlating the 
tax, and putting it into a shape suitable to the people, or of substituting for the 
income-tax somo other tax for the purposes for which the income-tax is imposecl 
and for which it is assigned to yon." 1.'110 only objection he had heard to a plan 
of this Idnd was, that therc were somo gentlemen sittin~ hero who wcro in no sense 
local officers; but as regards local officers and merchants and others, the Bill 
already provided for the determination of their local hahitation and for the taxation 
of every man in the country. This difficulty of the want of locality could 
:tpply only to persons who were connected with the Government of India, and 

'Ills HONOUR was quitc' willing that they should be taxed by some special ma-
chinery. If this tax was mado over to the Lo.::al Governments, the responsibility 
of providing means to meet the ch:trges on account of which tho tax was 
transferred to them would rest with those GCiyernmellts. If they thought it desir-
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.able to retain the tax, they wouhl have the power of modifying :.lllcl altering and 
extending it; if it see~led.desirable to those with who~ the detel'~ination of 
doing so or not rested, they would retain it. But it was <11 ways to be 
l'cmembered that the tax could not be repealed without tho consent of E;is 

. Exenllency the Governor General, who by law lleld the power of controlling 
the l~gislation of the Local Governments, nntl thus would be able to see that 
t.he income-tax: was not put aside w'ithout a sufficient substitute. 

. That was all that HIS HONOUR had to say as respects this question of an 
income-tax. He h.nd commenced by saying that he did not propose to go 
into the' broad financial questions that were raised by the budget-statement. 
He would only propose to say one word with reference to what had fallen fl'om 
the IIoll'ble Mr. Bullen Smith, who so wellrcpresented the commercial com-
munity in this Council. HIS HONOUR must say that he was very much struck 
with the observation Mr. Bullen Smith had made with respect to the rate of 
the duty on rice, and the weight of the duty, 'and as regarcls the difficulties 
connected 'with the exportation of rice. HIS HONOUR also felt that the~e 'was 
somcthing to be soid on the other side, as to the advisability of putting an 
export· duty on thc staple food of the people. Such a tax as a· tax on the 
.exportation of food, had a' tendency to keep the food at home. He would 
express the hope that this matter would receive the full and impartial considera-
tion of the Government of India, with reference to the state of circumstances 
at present existing, which were possibly differcnt from those existing at the time 
when. this duty was imposed. 

There remained only one point'on which HIS HONOUR would remark, and 
that was with reference to the question of borrowing. He was not a financial. 
man, and did not pretend to enter upon the consideration of this question in 
a strictly financial point of view. But as a social question, he was very much 
impressed with the impolicy of carrying all our loans into England: It was 
said that it was 0. political advantage to have the people interested in the security 
of the Government of the country, and that it was a safe-guard against revolu-
tions and political dangers. He did not wish it to be supposed that he was 
anxiou~ to create a large debt in India on this supposition. He was against 
borrowing more than could be helped; but if you did borrow, he thought the 
Goyel'nmcn.t of India should avail themselves of the advantage which the' 
offer of the loan to the pcople of the country did untloubtedly give. He said 
that, not only with \ reference to the course proposed to be acloptecl on 
the present occasion, but also with reference to ull future occasions .whcn it 
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was proposed t.o borrow. ~'here were in this country very few modes of in-
vestment. 1.'lIe District Savings Danks had not. yet becn cstublishell to ally 
great (legrec. In Lucknow e;;pecially, thcre had l)een a largo class of people 
who were much impressed with the· secmit.y of incomes del'i\'cl1 from t.he GOY-

crlllnent. 'Vo had a very large· number of slDall pensioners there, the l)uy-
m~nt of who~e pensions was so troublesome, that the Government were at one 
time exceedingly anxious to eUl)itulize their pensions and pny them off; but it 
was found that the pensioners would not accede to the proposal; they Inc-
fcned to have a fixed income from the Go\'crnment. '1'he experienec of that 
and other occasions. had bl'Ought to his mind this condetion that, if '''c 
went to work in the l'ight way; if we left it open to the Collector to 
receive Irom the people small sums the interest of which would be roallily 
payable, we should in that way receive a large sum in satisfaction of a loan 
from our Native fellow-subjects, 1.'he difference in value of the loans hCl'e nIH1 ill 
England was vcry fractional. The difference was not more than one 01' two 
per cent. He observed that, at present, Go\'ernment four per cent. securities 
stood in England at ninety-nine and a half, and here it was as high as ninety-
eight. He spoke with reference to the value of the Go\"ernment funds in this 
country; and' he believed that, if Governmcnt secnrities did not sell at 
ninety-eight, they certainly sold at ninety-seven. 'rh difference was merely 
fractional, and that very small fraction was, he thought, more th::m counter_ 
balanced by the Government ohtaining an additional secmity, from the people 
of the country being largely interested in the debt of the country, and 
giving facilities to the saving people for investing their savings. 

COLONEL the Hon'ble R. STHACllEY did not propose to trouble the 
Council with any remarks as to the details of the measure now before the 
Council. All that he desired to Eay was, that thc difference was 1'ery gl'eat 
between the feelings of those persons who were responsible for carrying on the 
administration of the country and finding the rcvenue and gh"ing proper means 
for carrying on the Government, and those who had liO such responsihility. 
it had been remarkable how the tone of the debate upon this Dill had changed 
as it had travelled from one end of the roolD to the other; and how, iu pl'Oportion 
as a !>pccific responsibility for carrying on the GovemmeJ;lt had become developed 
in those Hon'ble J\Iemhers who hm1 spoken, so their feelings in favour of the 
'measuro had been found to rise. 'Vhethel' tho Government was necessarih' 
l'io;ht in what was proposed ill this matter, it was not fOl' him to ·say. But it 
was certain that Dvm'Y member of the Government felt the obligations 
IJ!acell on him to do the best for the eountq and what was most pl·acticable. 

1'1 
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It was ahsolutely nccessary for every Statesman to consider, nqt only what h~ 
considered theorctically best, but what was possible, ~:wing said this much, 
he should only add that it ,vas his intention to su~)port tho Bill, 

, '1'1Ie principal point to which he should ask the attcntion of the Council 
on the pL:esent occasion ,vas the great change which had been recently made 
under the OL'dcrs of the Government 'of India in the system of financial ad-
ministration. His name had been mentioned in connection with this change, 
and also ill connectioll with the general subject of the finances of the country, 
and of the expenditure of the Pqblic Works Department, which had been so 
frequently called into question. 

In the first place, as regards himself, he begged to disclaim any very parti-
cular credit in reference to the change which hacl been made.in tho fiuancial 
adminislration. '1'he mcre preparation of a scheme for giving practical effeet 
to a principle which had been aeeepted was, after all, somewhat mechanical. 
'1'he truth was that this reform, like all others, was brought about, not by the 
action of any individual, still less by himself, hut hy the necessary and unavoid-
able, l'esult of the course of events which had arisen in the carrying on 
of the Government of India-events the pressurd of which for a long time 
had proved so imperative as to force upon the Government of ,India the 
definite course of actiou which they had recen,tIy taken, , If there was any 
merit in having, seen that such a result would ?e inevitable, such medt 
he might claim j but there was no doubt that tho aclual adoption of. the 
scheme was due to the Government, and principally to the head of the 
Government, on whom the responsibility of carrying out the change must rest, 
and with whom also would rest tho claim for any credit or blame which mi<?ht 

l:I 
result in the future from the consequences of the change. 

,Defore going on ~rith the fu~·ther remarks which hodesired to make, he 
might say one wOL'd in respect to his right ~o offer an opiuiOll' on the subject 
which he was about to discuss. He had now beeu connect.ed with the ad-
ministration of the G,overnment of India, at intervals, for about fourteen years 
iu thePublio 'Works Department. ,During that time, he had been an agent 
on hehalf of the Government of India for controlling the very large ex-
l)~nditure anu. the very 'large establishments of that Department. He knew 
personally, 'from his own expeL'ience, "hat was the nature of the system on 
whioh such expenditure was controlled, and he knew also what had been the 
naturo of th.: claims made on the Government of India to supply the means 
of expenditure, and the chm'acter of the control exercised in· llJ,eeting such 
u\!lUuuds, 
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lletul'lling now to the general question to whieh he wOllld specially ask 
lhe uttention of the Council-the alteratic,lll of the system of financial man-
agement-he would remark on tho singulur difI'crellco of opinion that had 
arisen as to the ynluo of the chunge .. On the one side, certain portions of tho 
critics had taken up the position of extremo opposition. 'l'hey allcged that tho 
change would lead to the disintegration of the power of cont.rol of the Central 
Govel'llment; they said that it would also lead to ext.ramganee and was to on 
the part of the LoealGo\rOl'llments, and that it would also lead to improper Itnd 
injllrious taxation. On tho other hand, those who sllpported the chango said that 
it would do exactly the opposite of all this. IIe adlliitted, after all, that this 
wus the fate of all proposals to carry out any considerable administrativo 
change; and in truth 011 such a subject tlw mere olliuions of eithm' party wero 
rcally not of much value. For these reasons, he would ask the Council to let 
him put before them the actual facts of the cxpcn<litme and revcnue of tho 
Government of Indi.'l dming the last ten years, and he would ask them to 
judge for themselves as to what really was the state of things at prcsent. He 
did not desire to go into speculations as to wlmt the probable reycnues and 
expemlitlU'o would be during the next year. 'rhe only rcally solid ground 
that any financier could havc, in dealing with the future, was carcfully 
to ascertain and appreciate the actual facts of the past, and this was what ho 
would now ask the Council to do .. 

In the first place, the aetnal accounts proved that the total expenditure 
of the Government of India during the past ten years had increased by very 
nearly six millions sterling. In the yeaL' 18u1-G2, the total chargc was 
£4:1,,100,000; iu 186j-6(.i it was £4G,300,000; in 1870-71 it was £50,050,000, 
showing an increase, between the years 1861-62 and 1870-71, of £5,050,000. 
It was true that this increase of expenditure. had also becn attended by I.L 

corresponding increase of rcvenue; otherwise, of' course, the country would 
have been in I.L state of hopeless bankruptcy. But, really, the statu of thillh"S 
which admitted of such an increase of expe.nditurc ill nine ycars was not the 
lcss serious on account of such increase of rc\'cnuc. 

He would now ask the Council to follow him whilst hc explained, as 
bdefly as possible, the elements of this gL'cat increase of charge, which, iu his 
opinion, had been referred to altogetheL' wrong causes, and while he fixed thu 
responsibility for this illcrcasCll cXIJCllllitme on the causes to which it Was really 
due. rl'he figures which he would take were based on the regular estimate 
of 1870-71: he thought it better t,) take those figures, and to refer to them 
thml to the cstim,tte of the coming year which had been laid before the Couucil. 



238 . INCOME J.'.A.X. 

Tbe S~l\~t.n.tion, in. U\e new budget, of tllC provincial chm·ges.l11uuo it uifficult 
to makon comparison with the cxpericliture in previou~' years. 

ne 11al1 said before tlmt the total increase of eXl'Jellditure was £5,950,000. 
First of n11, 11Owever1 before going into details, he should cXlllain that a goocl 
denl of this increase was due to the manner in which the accounts had been 
kept, and was 'merely nominal,. having nrisen from the increased ,st.rictness in 
the keeping of the public accounts. N ot.hing in the shape of deductjo~ was 
now allowed; and the whole of every charge in the gl'OSS, without set-off, wns 
considered as expenditure, in t.he, same way as all income in tIle' gross was 
now considered as revemie. There were n1so cerL.'tin administrative changes 
,,,Meh had led on the one sille to the apparent increase of expenditure, amI· on 
the other to the app:l,rent increase of inconc. Amongst these charges he m!ght 
notice that under which official postage was now shewn as a charge 'against 
eyery Departmcnt, and that which rcquil'ed service telegrams to be paid for. 
These charges, of course, led to equivalent increases of revenue. 

Again, an important change, causing nn important addition to the apparent 
expenditure, bad been made ns n consequence of the nmalgamation of the 
Indian Army with that of Gl'eat Britain. This was the nbolition of the Army 
Service Funds. Now, the pensions which used to be paid from th~se Funds 
were discharged by the Government, the Government having l)er contl'a taken 
over the pDyments which were made by tbe officers who contributed to these 
Funds. 'i'he increase of charge bad thus, to a certain extent at' least, been 
accompnnied by a corresponding increase of income. To what exact degree the 
accounts had been affected by these alterations of system it was quite impossillJe 
for him to say. 

The first item whicu he would takl;J, in proceeding to discuss the details 
of the total incl'ease of charge, was the expenditure connected with the Army. 
In 1861.62, the total cha.rge on account of, the Army was £16,220,000; in 
1870.71, it was £16,300,000, showing an increase of only £78,000. But, 
so far as be could make out, the accounts for 1861-62 shewed tbe charge 
aftor a large deduction of £937,000. He apprehended that, if the accounts 
1H1,d been kept as they were now, the chal'ge for the Army would have been 
£17,160,000, instead of £16,220,000. If that was the case, there would llave 
Leen a redu~tion of charge of no less than £860,000. Consequently, it might 
be positively affirmed ,that the l-filit..'try charges hnd nothing to do with this 
great increase of expenditure. . 

'1'he next item was Public 1Yorks. The Public 1Vorks charges h3d, up to 
thc present time, been the senpe.goat upon which all the obliquities 'or' the 
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finances had been thrown. Let ns see what were the facts here. In 1861-62, 
the Public Works eXllenditure chargeable against tho revenues for ordinary 
purposes, ,including everything except the Railway cba,rges, was £.l,115,OOO. 
'rho charges on account of R<'lilw:iys, includinrl' rl'ual'nntced intcrcst, Tl'Cl'e .00 

£2,065,000. The total charge was therefore £6,180,000. He might say, here, 
'that it was too commonly the custom, in dealing with these Public Vlorks 
clulrges, to overlook this very important item of Rnih\ray interest., whieh was, of 
course, just as much a Public Works charge as mC?ney spent in the construc-
tion or repairs of any public building. Well, in 18G5-66, the total eXllemliture 
under these two heads was £5,200,000, or £900,000 less than it was in 
1861-62. In 1870-71, the total expenditure would be £6,039,000; thcrefore, 
the expenditure in this year au account of the Public Works Dep:l.l'tmcnt was 
no less than £141,000 less than it was in 1861-62; and during these nine 
years -the revenues had increased seveu millions sterling. If anybody, on the 
face of that, could say that the Public Works expenditure now formed an 
improper burden lipon the Government of India as compared with the expendi-
ture in 1861-62, COLONEL STRACHEY must say thnt he could not agrce with 
hiro. The expenditure upon Public Works Ordinary had been reduced by 
£175,000; but that did not really SIlOW the whole extent to which rcductions 
had taken place. In the year 1861-62, the charges for Military Buildings 
aJ;llounted to £638,000; in 1870-71, they amounted to £950,000. Tho oonse-
quence was, that the Military expenditure during the last year had been 
£300,000 more than it was in 1861-62, and a corresponding reduction had been 
made, from the sum remaining from the total grant, for the oth61' items, Roads 
and Oivil Buildings. Tho consequence was that tho reduction on these, heads 
was no less than £475,000. Ho thought that, after that statement, no one 
could say with any degree of propriety that the Public 'Works grant had not 
been cut down as low as it possibly could be. His own opinion was that if, 
with any degree of reason, it was practicable to gi ve a larger grunt for Public 
"Works, that larger grant ought to have been given. But he entirely admitted 
the absolute necessity of doing what was requsite to maintain an equilibrium 
in preference to anything else .. For that reaso;:}, he had never hesitated in 
supporting the Government of I~dia. in the way of retrenchment in order to 
effect an equilibrium. 

In order that the Council should correctly understan(l the position of the 
Public Works expenditure, he would remark that the year in which the Public 
Works outlay was the gl'eatest was tho year 1868-69-a year to which he had 
not before referred-in which it was £8,284,000, or two and a half millions in 
excess of the sums which he had taken in his comparison. But it would be 

o 
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remarked tho.tthe total outJay of the country in that year was .also two and Ii 
half inilli~ns in exce~s of the total of the years to which he had referred. '1'11e 
con'sequence was that, if in 1868-69 the Public .Works expenditure had been 
reduced to what it was in 1870-71, the total expenditure would still have been 
upwards of fifty millions, and still six millions in excess of 1861-62, and the I'e-
for~ tbe unusual Public Works· expenditure of that year had nothing whatever to 
do with that ~ener31 excess of charge. '1'he also1ute deficit in 18G8-69 was 
£2,774,000, and there would still remain·a defi~it of half a million if the extra 
outlay of two and n half millions had not u.lken place. Of course the la.rge 
Public Works expenditure in 1868-69 assisted in causing the deficit of two nnd 
three quarter millions; but the deficit was obviously quite n!:l much due to the 
great simultaueous 'increase in the whole of the· Civil charges to which he 
should now proceed to refer. 

He would next remark on the interest of the Public Debt, with which he 
include(l the iD;terest on deposits in the hands of the Government, upon which 
the Government paid interest. In 1861-62, this charge amounted to £5,190,000 ; 
in 1865-66 it amounted to £5,200,000; ·and in 1870-71, it amounted to 
£0,840,000; which showed that there had beeu a small increase in the charges 
for int~rest on account of the Public Debt. :But tills was redu~ed·again by all 
increase of interest received by the Government, so that the "real increase of 
charge was not important. 

The ])eductious from Revenue-under which he took actual refunds from re-
venue, and those appropriations of the revenue under Treaties and Assignments, 
which in reality were not charges, as they never formed part of the revenue, 
.were, in 1861-62, £2,230,000; in 1865-66 and in 1870-71 were nearly at the 
same amount. . 

The total of these el~ments of charge-Army, Public ·Works, Interest on 
Debt, and Deductions from Revenue-being taken away, the rest were pllreiy 
Civil charges. '1'he total so to be deducted was, in 1861-62, £29,800,000; 
in 1865-66, £29,400,000, and in 1870-71 £30,250,000, showing an increase, 
between 187l and 1872, of £424,000, which was mainly due to an incr.ease of 
debt. • 

Therefore, the remaining expenditure for Civil charges was as follows :-In 
1861-62, it was £14,274,000; it was raised in 1865-66 to £16,860,000; and was 
still further raised in 1870-71 to £19,800,000. Consequently, the increase in 
the Civil charges proper was £5,530,000. He would ask anyhody to 
compare this great increase of the Civil charges with the absolute and positive 
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clecrease in the Public 'Yorks expenditure, aml then to say to"wh<1t any present 
financial difficulties of the Government of ~lldia, such as they were, were actually 
due. 

He wouJcl now follow this increase of £5,530,000, and let tho Oouncil see 
where it camo from. First, he woulclrefer to the Homo charges. A great part 
of these charges consisted of expendihll'e in regard to which the Secretary of 
State was only the ·agent of the Government of India. '1'he1'c was a large 
expenditure incurred in England on account of the payment of llcnsions and 
the salaries of officers on leave. Also, a large charge on account of tho Army 
for stores, and payments to the British Government on account of tho European 
troops. He thought the idea often entertained, that the finaucial management 
in the India Office was lax, was altogether erroneous. His opinion was that 
the administration of the Secretary of State in this respect was unexceptionable. 
He did n?t mean to say that such items of expenditure as the grant to the 
Mysore }'amily aud the Ball to tho Sultau might not be fairly criticized j bnt 
they were not recurring charges, and coulel not justly be regarded as causes of 
financial difficulty. 

'fhe first portion of the Civil charges was for the Genoral Adminis-
tration. In the course of nine years, this showed an increase of £500,000. 
In 1861.62, the Home charges, which gave the whole cost of the administra-
tion in· England, were £185,000 j in lS65·66, thoy amounted to £18·:t,000 j and 
in 1870-71, they stood at £207,000, showing an increase of £22,000, 01' little 
more than ten per ccnt. Consequently, the rest of the increase, £480,000, 
was due to the General Administration in India. 

He next came to what might be called subsidiary administrative charges, 
such as the charges for the Diplomatic, :M\lrine, Medical and Educational 
Departments. All these branches of administration had led to an inOl'ease of 
£630,000. 

He now came to Law and Justice:· On this, there had been an in-
crease of no less than £1,183,000 since 1861.62, of which one million was due 
to Judicial charges and £120,000 to Police. Allowing for the set-off in shape of 
receipts under these heads, the nett increase of charge was still about £700,000. 

Next followecl the charges on account ('f the Departmcnts fur the collec-
tion of the revenues. 'rho charges on account of the Land ltevenue and the ad-
ministration of the J!'ol'est Department shewed an increase of £588,000, about 
£300,000 of which was due to tho increase of Forest Establishments, and the 
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remainder waschieftydue to the incrense in the outlay on Revenue Surveys and 
Settlements: U nd~r the head of Excise, there was an .'increase of £210,000 ; 
~ndcr the head of Income Tax, there was a reduction of £77,000. In the 
Salt ])epartment, there w3:s. an apparent.decrea~e of £280,000; but this was 
only apparent, because, in.1861-62, £400,000 was spent in nenga~ in the manu-
fdcture of Salt, which had after that year ceased, so tbat th'ere had been a vir-
i~l increase of £100,~00. Opium shewed an increase of £624,000, which, he 
prcsw:ned,. was due to th,e increased area under cultivation. In Stamps, Sta-
tionery and Printing, there had been an increase of £200,000, which was largely 
due 'to Printing. The whole of the Departments for the collection of the 
revenue gave an increase of £1,294,000. ' Against this was no doubt a large 
increase of income, amounting to about fiv~ millions, but to the increases he 
would call attention presently. 

Then came the charges on account of the ~Iint, ;Post Office and Telegraph 
Departments. The expenditure <?n account of the two last shewed a consider-
able increase; but both those Departments shewed also an increase of revenue 
which more than compensated the increase of charge. 

He now came to the charges on account of Pensions, which had risen 
in India from £612,000 to £679,000, showing an increase of £67,000. The 
charge on account of H~me Pensions had l'isen from £276,000, in 1861.62, to 
£288,000 in 1865-66, and to £780,000 in 1870-71, showing an apparent increase 
of £500,000. He thought it was to be l'egretted that the accounts did not 
show what were the actual charges against the revenues on account of Pensions, 
and how far the outlay was covered by the payments to Funds. This point, 
he was of opinion, was worthy of the attention of the Financial Department. 

The last item was on account of Miscellaneous Charges, which amounted in 
1861.62 to £520,000, in 1865-66 to £1,383,000, and in 1870-71 to £1,400,000 j 
showinO' an increase of £875,000, It was on1y necessary to remark, on this o , , 
that there appeared a tendency to throw more and more charges uncJ.er the head 
of Miscellaneous, wMch had now consequently become a formidable item, being 
now commonly over a million sterling. He thought that it was very desirable 
for the Financial Department to consider whether it might not be possible to do 
something to show these charges more in detail, in order that the public ~ight 
see what was their nature. 

Before leaving the question of Public Works expenditure, he would observe, , 
in regard to the expenditure on account of Barracks, that, out of tho ten millions 
which it was supposed in 1865-66 would be necessary to provide for the ac-
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coml1lodati~n of the European troops, six: amI a half millions had been cxpcnde(l 
up to the end of 1869-70, and out of that sum about four millions was for new 
buildings. ITo .was not able to say, at tho· present moment, wha.t the amount 
was likely. to be at the end of the present year. In general terms, he might 
say that the Government of India had made up its mind that it would not 
continue the construction of the upper-storied Barracks morc than was neces-
sary by the present condition of the buildings in progress, Ol' than might be 
requisite to provide buildings of that character to ensure the health of the 
troops in unhealthy localities. He had no doubt it would bo found that 
a considerably less amount than the residue of the tcn millions would suffice 
for the satisfactory housing of the Europcan Army. 

With reference to the money mado available to the Local Governments 
under the head of Local Public 'Yorks for the. coming year,complaints hall 
been made in various quarters tha~ the grant was not what it ought to be. 
The fact was that the grant of 1871-72 was within £100,000 of what it was 
in the current year, and of that amount there was, for Roads amI Buildings, 
£80,000 more than there was in the current year. Tile expenditure for tho 
coming year on account of Public 'Yorks would be £5,974,000, which was about 
£100,000 less than was estimated for the current year, and, consequently, 
about £275,000 less than the outlay in 1861-62. He confessed he d!d not 
think that that was a satisfactory state of things, but it was all that could be 
afforded for the PubIc Works Department, aud we must get on as best we might. 

From a consideration of the figures he had stated to the Council, it was 
apparent that it was fortumte that the grant for Public 'W orks had been so 
completely within the control of the Government of India. It had been fou~d 
possible to reduce that expenditure suddenly, and by means of that reduction 
the Government had been able to bring the finances to a practical state of 
equilibrium. The control of the demauds that had led to this great growth of 
charge, the details of which he had explained, had been the practical problem 
which the Government of India had to solve; and the conclusion to which it 
had come was, that this could be done only in one way, namely, by putting 11 

specific limit to the power of the local administrations to increase the present 
outlay under certain heads of services, except so far as they could find the 
means of meetin'"" the increased outlay by increased income. . 0 

His Honour the Lieutenant-Governor, when he addressed the Council last 
week, althougb. he agreed fully in the propriety of the general measure which· 
the Government hall adopted in relation to the financial administration, made 
a complaint that the amouut placed at his disposal was somewhat smaller 

p 
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than he should desire to obtain for carrying on the :).(lministrntion of the 
province tinder His Honour's control. It had always. seemed' to him that one 

. of' the most singular features of the relations between' the Local Governments 
amI the Government of India was the difficulty which the local authorities hael 
in perceiving the utter impossibility there was on the part of the Government of 
India. to find money for them when it did not exist. All that the Governmell~ 
. of India had been able to do for the coming year, without getting into further 
financial difficulties, was to distribute to the local authorities such sums as 
could be provided, after carefully examining the relative claims of each pro-
vince, from the whole amount available for the purpose. 

I t would be useful befo~:e he ended to consider, in relation to the growtll 
of charges of which he h::).(l spoken, what had been the condition of the reVenl.les. 
In 1861-62, thc totalrevcllue was £4-1,000,000; in 1865-66 it had risep. to 
49,000,000, and ill 1870-71 it 'was £51,000,000, showing an increase of seven 
millions. There was an increase under' almost every head of income. The 
increase under the heads of Salt and Opium, the two most important of these 
heads, was, in Salt 1,500,000, and in Opium £1,600,000. Allowing for the 
increase of charge corresponding to the increase of revenue, it woulel be 
found that, in the case of Opium, the actual nett increase of revenue had only 
been about one million. On the whole, the nett increase of the main items of 
revenue, aftel: allowing for the increase of charge, hail. been £3,870,000, 
whiie the net. increase of charge on the main items of expenditure for 
civil administration purposes, after allowing for increase of income, had 
been £2,700,000. The improvement corresponded to the 'surplus of the 
current year, but would be more than counterbalanced by the reduction of the 
income-tax. 

U ndElr the arrangemcnts now made, it was proposed to give up the income-
tax to the amount of one and a half million. Consequently, the increase of Income 
of seven millions, as compared to 1861-62, would be reduced to five and a half 
millions. Relatively speaking, therefore, and allowing for the increase of 
Oharge of six millions in the coming year, the Government, on the whole, 
would be £500,000 worse off than in 1861-62. 

That seemed to him quite a sufficient reason for the Local Governments 
being satisfied with the assignments made, and, when viewed in relation to the 
small surplus expected for the coming year, shewed that the amount of these 
assignments might be said to be excessive rather than anything else. 

The gcneral conclusion to be derived from this review of the revenues of 
India was to show that there had been an extremely satisfactory growth under 
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every head" and; under theso circumstances, there con~d be no gl'eatcr error 
tban to talk of the unelastic character of the lnclian revenues. In fact, tho 
reven~e had increased at the rate of neady half a million a year, amI it was 
quite evident that all that was really necessary to establish a 11erfectly satis-
factory condition of the finances in future was to put n stop to the growth of 
tho charges, for, in reality, it was ;wholly the increase of expenditure that had 
brought the Government into financial difficulties, in spitc of the constant 
growth of the revenues. 

:MAJOR GENERAL the Hon'ble H. W. NORMAN s3.id that, likc the lIon'ble 
}Iembel's who had preceded him, he was not an advocatc for thc imposition 
of an income-tax in this country; but as he felt cOllvincecl that tl\c proc~;eds 
of this tax wero really required, he thought the Council might be well satisfiecl 
at thc grcat step in advance which was now proposnd to be taken in reducing 
the income-tax to one per cent., and in exempting from its operation all that 
large class of persons "rhose incomes ranged between rupees fivc hnndrecl and 
rllpees saven hundl'ed and fifty per annum. lIe believcd he was right in reject-
ing the idea entertained by some Hon'ble Members that, in accepting this Income 
Tax: Bill, we in any way accepted the rrinciple of an income-tax: as a perma-
nent measure. He would therefore support the Bill. But as he strongly felt 
that an income-tax: afi'orcled numerous opportunities for oppression and deceit, 
he looked forward earnestly and hopefully for t.he day when. the income-tax in 
India would be a thing of the past. He thought, however, that the Select 
Committee to whom the Bill wouIeI be referred might possibly improve the 
present Dill. 

With regard to what had fallen from the lIon'blc Mr. Chapman as to tlie 
possible reductions in the Military expenditure, he would take the opportunity 
of stating that, iu compliance with the suggestion made last year by 
his Lordship, he proposed at a future stage to submit to the Council a brief 
statement of the measures which had been taken to reduce J\Iilitary expenditure. 

The Hon'ble Member had also alluded to the expenditure under the head 
of lfarine. He woul<l explain that that expenditure covered the cost of a great 
number of vessels and establishments on the rivers and sea-board of India, 
and also the charge on account of six vessels of Her J\{ajesty's Navy plaeed at 
the service of the Government of India. A reduction of more thau £50,000 
had been made this year in the :Marine expenditure, and the strictest attention 
was now being directed to economy ill that r.nd other branches of thc service. 

Tile Hon'ble' J\IR. ELLIS said that he should not be justified in taking up 
the time of the Council with any explanation of the general financial policy 
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of the Government, as other 'members of the' Governincn~ were far 'more 
~ompetenttIian himself to do so/ But he tr1i~ted that· howould be exritlsed for 
t;a~~ a lew 'W()~o.s n.s te'tne nnanclal mea~ure of 'tbis year, which 'closely 
afiectet\. many 'of the branelles of administration with which be hacl been con-
heet~d. Before touching on tlmt subject, he begged permiRsion to say a few 
words in l'eference to what had fallen fro~ the Hon'ble, Member opposite, in 
l'egard to tho Bill now before the Oouncil. He would not stop to rehut the 
assertion that the income-tax was not necessary on the grotmd that the receipts 
were under-estimated, and the expenditure over-estimated. He was of opinion 
that the estimates this year were framed with great ~,al'o; but the llon'ble 
Sir .. lUchar4 Temple was better able to defend the estimates than he was. 
Admitting, however, that this reason for the abolition of the income-tax was 
well founded, he would still say that he could not concur with those Hon'ble 
Members who advocated its a.bolition. Even if it were proved that our out-turn 
was likely to be better than we eipected, it would be incumbent upon us to 
relieve other interests, rather than abolish what remained of the income-tax. 
He thought the remarks made by the Hon'ble lIr. Bullcn Smith and other 
Members in rogarcl to the export-d\?-ties upon rice, and thc sugar-duties in the 
North-Western Provinces, would show this. These items certainly would de-
mand our consideration, with a view to their revision, if not their abolition, 
before we proceeded further in the roduction' of t.he .income-tax. As to the 
general policy of the tax, it wafl not as if it were a question' of the first imposi-
tion of n.n income-tax. He never was enamoured of it. But now that we had 
it, he considered that it was of very doubtful expediency to do away with it 
without having something in its place. It was better, in fact, to bear the 
ills we had, than fly to others thnt we knew not of. This view of the question 
was supported by what had been related by His Honour the Lieutenant 
Governor, who t.old us that, in spite of the oppression which had been alluded 
to, some intelligent Native gentlemen had come to him with a proposal for 
the enhancement of that tax for local purposes: }'IR. ELLIS thought that the 
general discontent spoken of must have becn exaggerated i and ho would add 
that those gentlemen who had urged that objection had failed to distinguish 
between 'the dissatisfaction caused by a high rate of tax and such discontent 
as was duo to tho tax: itself. Those who opposed the tax for the most part 
admitted its, suitability to the presidency towns and the large centres of com-
merce; 110, on the otlwl' hand, would admit that, in some places, this tax was 
unsuitable. Bnt granting that unsuitability, he would say that the evils com-
plai~ed of were such as were not beyond relief, and that the diffic~lties were 
such as were not irremediable: a great part of those evils arose fr~1n the 
minimum o'f ,~ssessment being too low, an evil which it was proposed to redress 
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now, and this alteration woul(1 giyo It lnrge measure of relief to those peasant 
propl'ietOl's' wllOse causc tIle lIon'bIe Mr. Robinson had so feelingly advocated, 
In l'ega.rd to tIlC:l oppression on ",bidl tIw Hon'ble Mz'. Inglis luui so fOl'Cibly 
clwelt, we must look to a better administration for their redrcss; ancl 110 
(MR, ELLIS) was persuaded that, if the Hon'ble :l\fembel' and others who woro 
so anxious to I'edress grievances would give their minds to tho subject, it 
would be easy to devise remedies. He could remember traditions of n time 
when gren.ter oppression was rife in regard to tIle collection of land-revenue 
in the Western ~l'esideney, and he would appeal to anyone who knew 
that Presidency now, and ask him whether any such general oppression existed 
at the present day. The extortion in the collection of the income-tnx was due 
in a great measure to its being a new tn.x, and he wos confidont that, as the 
scope of it. was better known, and as the officers of Govel'l1ment became more 
familiar with its working, they would l)e able to devise means to rcdres~ 
wrong and corruption, as had been done before in In(lia, No substitute had 
been suggested whereby wc might reach the wcalthy men in tho presi-
dency towns, nor had thosc gentlemen who opposed tllO tnx told us, 
except by a surmisp. that we had ovel'-estimated our expenditure and 
undel'-estimnted our proceeclg, how we ought to meet the deficit of £600,000 
which the income-tax proposed to covel', Until they did tbis, he must vote for 
the retention of the income-tax as a P:11't of our fiscal system. 

Passing to other criticisms, he obsCl'ved that the Hon'ble Mr. Chapman 
had called for a declaration from the Hon'ble Silo Iticharu Tcmple as to what 
constituted a surplus. In reg:I.I'cl to this, he was not going to say nnything, 
as he might 11c heterodox in his opinions. It was a matter for tho Finance 
Minister and not for him to deal with, But there were two items which the 
Hon'ble Member had mentioned, on which he wished to say 0. few words-the 
grant of £40,000 fol' the IndIan Museum, nnd the gl'ant of £200,000 fOl' pro-
vincial sen' ices, Whateyer might be the principle which should regulate 
surpluses, there could be no doubt that these grants '1'e1'e right an(l pl·opel'. 
The grant for the Museum migh~ be briefly explained. Our position resem-
bled very much that of 0. man who had given a draft, promising to pay a 
sum of money by a certain date. If, owing to misfortullcs, he had got into 
embarrassed circumstances aUlI 'wns unal1lc to fulfil his promise, he would'he 
,vrong and might be pitied. But if, on the (lab for ll:l.ym ~nt, he had the moncy 
at his bankers, anci if, then, owing to rules he laid dOWll (Ol' himself, 11e said 
he must defer payment of the liability, wo should call him nothing better 

Q 
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than a swindler. We wel'(l under an obligation to build the Museum by the 
23rd of March instant, and owing to circumstances" we had been unabl~ to 
give effect to that intention. But wilen we had n balance in hand from which, 
in the spirit, if not in the letter, the bond might be satisfied, he could not 
conceive any 'one hesitating nt once to fulfil the obligation, and make over 
the money for the completion of the building. 

Thon, with regard to the twenty htkhs for provincial services, this question 
rested on grounds quite apart from the question as to what might be done 
with a surplns. The position was simply this. At the commencement of the 
veal' we made certain provincial service assignments according to our means. . , 
As the year wore, we found that we could give £200,000 more, to be placed 
to the cl'cdit of these services, and this &lUount was given. N ow it had been 
resolved tlmt, in all future years, the surns devoted to provincial services should 
be at the disposal of the Local Governments, and should not lapse to the imperial 
revenues, but remain to the credit of those Governments, and the £200,000 
would, similady remain to their credit. It was not for the expenses of the 
Imperial Government in this or any other year that this sum was set aside, 
but for expenditure on those services at the discretion of the Local Governments. 
~1R. 'ELLIS contended, therefore, that, whatever might be the Hon'ble Sir Richard 
Temple's exposition of t.he general policy of the Government as regards 
surpluses, he was fully justified in dealing in this way with the amounts in 
question. 

He would now proceed to considel', next, the very important suhjeet which 
formed a prominent feature in the financial administration of the Government 
this yea.r. He need hardly say that he referred to thc scheme for enlarging the 
control of the Local GlJvernments ovel- their own finances. He had all his 
official life been an advocate for such enlargement, and he was glad to find 
that the scheme had Jllet with so very little opposition, and that those who did 
oppose it had so very little to sa.y against it. He t\lOught that the objections 
taken to the scheme might be reduceclto two. There was the objection, which 
would be seriolls if well founded, that the Local Governments were by this 
scheme forced heavily to tax the people subject to t.heir control; and there was 
the-objection, taken very freely by the Press in the presidency towns, and ivhich 
had been repeated by His Honour the Lieutenant Governor, that the assign-
ments upon which the allotments had been made were starved assignments, and 
less than had been hitherto enjoyed by the several Local Governments. Now, 
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he must beg the Council to bear with llim whilst he gave a few figures which 
would show· that these ohjections were not vjllicl. 

It would be in the recollection of the Council that the assignments were 
hased on the estimates for tho yom:. 1870-71, mHl that a reduction of about 
seven pel' cent. had been nuule in the assignmonts to each of the Local 
Governments. He must t..'l.ke leave now to discuss separately tho CivH Depart. 
ments, as distingllished from the Public ,Yorks Department, and he would 
show from the figures that, as far as regards the Civil assignments, which 
formed the basis of 'Settlement, there was no starving at all, but, on the COll-
trary, that the Local Governments had l'eceivecl allotments based on very full 
and liberal allowances. Well, thcn, ,the assignments, after deducting receipts, 
were, for all India, under the hcads of Etlucation, Police, Registration, Gaols, 
Printing amI :Medicul Services, £3,007,000. N ow, as compared with the ex-
penditure in the year just coming to an end, we found that, in this year, they 
would spend on those sel'viees £3,450,000. But, the objectors said that this 
year was one of starvation, amI was therefore no criterion upon which to pro-
ceed, and they would refer to the allotments of' other years. In answer to that, 
he would ask them to take the estimates of the year 1869-70, which were 
fra.med when we were in a state of financial prosperity, and when no doubt WitS 

entertained as to the healthy condition of our finances. In that year there 
was estimated for these provincial services only £3,4-13,000, and therefore, COID-
pared with what was eonsic1crecl sufficient when there was no douht of om" 
financial position, he thought the grant of 1870-71 most liberal. Compare 
it further with what had been assigned in the years when there was abundance 
and no check upon our administrative expenditure. ·When we compared 
the assignments on which the allotments to Local Governments were based, 
we found that it was £3,607,000, against an average on the actual expendi-
tureof five years, from 1863-64 to 1868-69, of only £3,222,000. Hc thought, 
therefore, as regards the whole of India, we might assure the Local Govern-
ments that the basis of their assignments was ample all(1 sufficient. But as 
the greatest complaints had been made iu Bengal, Madms and Bombay, he 
must ask the Council to bear with him for a few milllltes more, whilst he 
gl\.Ye the figures fOl' those th1'ee Local Goyernments. In Bengal, the figures 
were £941,500, against a. budget-assignment, ill 18(j9-70, of £919,000, and an 
average actual expcnditure, from 1863 to 1869, of £822,000. 'l'here could be no 
reason for complaint there. In Madras, again, we had £574.,000, against 
£546,000 in 1869-70, and an avcrage of £525,000 in formcr ycars. In Bomuay, 
there was an assignment of £673,500, uga~nst a budget-allotment, in 1869-70, 



250 INOOJ.llB TAX. 

of £570,500, and an average of former years of ;£558;500. It would be un~ 
'derstoocl that,fl'om tho assignments he hall mentioned, a deduction of seven 

pel' cent. had been made, ~ll{l even after that deduction, the allotments made 
would contrast not unfavourahly, when compared with the budget-assignments 
of 1869-70, and would compare very favourably when contraste(l with the 
average actual expenditure of former years, when there were no doubts I)f our 
financial position. He thought, therefore, that it would not be competent for 
anyone, after the exposition of these figures, to say that, as far as regards the 
Civil assignments of the Local Governments, they had been based on starved 
assignments. Then, it might he asked, where was the reduction? He answered 
in two words-in the Puhlic Works Departmcnt. And be thought that, after what 
the Oouncil had heard from Oolonel Strachcy, no one could fail to be convinc-
ed hut that a reduction was inevitable in the Puhlie Works. He had told you that, 
in all Public 1Vorks Imperial, as well as those included in the assignments to the 
Local Governments, in all alike, there had been 1n.rge reductions. Why were 
those reductions made? Because we hall no more money to spare. Well, 
those WIlD cavilled at the policy of the Government of India were most 11rone 
to reproach us for our extravagance in Pllblic Works. It could not be urged 
no\'l", as a reproach that, in our allotments to Local Governments, we had been 
making retrenchments, fo1,', as Colonel Straehey had shown, we had reduced all 
the Public Works grants. It must be borne in mind that, as we had not suffi-
cient money to give to the Local Governments to carry out all the improve-
ments they desired, they would, without any connection with this scheme of' 
decentralization, have to devise means to get the money, or go without the 
'Works. It would he clear that the assignments for the civil portion of the 
provincial charges were sufficiently liberal, and that there could be no ground 
whatever for the imposition of additional taxation on account of these depart-
ments ; it remained to be consider~d whether the contraction of the Public 
'Works grant afforded such ground. He wonld heg the Oouncil to bear in 
mind that, even if t4is scheme were not carried out, the money would not 
be available; moreover, be would have it horne in mind that all those 
Local Governments who had legislatures of' their own had, for some 
time past, quite independently of this scheme of the Government of India, 
been devising means for raising money by local taxation. The 1\fadms leo.is-
latmo had already passed two such Bills, which had lleenlong pending °be_ 
fore the local Council; and· he would say, with regard to Madras, that he 
must confess that h.~ was unable to ~'eceive the figures given to them by 
the Hon'hle 1<11'. Robmson, as representmg new and local taxation in Madras. 
l.1u. ELLIS hesitatecl to question them, 'as he had not the Mach-as Bills 
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l)cfo1'c him; but in the former discussions of the Mach'as leO'islaturo which he o 
had read ca"rcfully, he could see no trace of that vast gl'ecd on tho pm-t of 
tho ]ia{lras Government which his hon'bl~ friend had represcnted. On the 
contrary, those measures appearcd to him to be most modcrate. Undcr these 
two Dills, tho alllount that would be raised was within £300,000, and that: 
amount, they were told, it was proposed to arrive at l>y deg1·ccs. lIo confess-
ed that, unt.il he saw the Bills theUlselvcs, he should hcsitate to acccpt as 
correct the basis of the Hon'ble M1'. Robinson's calculation!!. Had hc bccu 
asked to state which of the Local Govcrnments would be the least likely to 
impose an improper bmden on its people, he would say that it was thc Uadrtls 
Government. It was esscntially a paternal Government, and it woulll be tho 
very last to attempt to raise from the people anything more than they could 
be reasonably called upon to bear. Any how, these Bills had been commenced 
with long bcfore the schcme for carrying out the systcm of provincial assign-
ments had bcen started. In Bombay, also, as hacl bcen st~tcd by the lIon'ble 
]fr. Chapman, Bills had been SOllle time under consideration with a view to 
further taxation by municipllities in towns. Again, in Bengal, as oyery one 
was aware, correspondence had for a long time been going on as to the 
raising of further funds for Education anel Roads; therefure, he said that 
these measures of taxation were independent of the scheme of the Govern-
ment of India, and not in any way initiated nnd forceel upon the Local 
Governments in consequence of that scheme. They were il.J.itiated and bronght 
about by the feeling of the Local Governments that further improvement 
was required, and that the funds woulelnot be forthcoming from imperial re-
sonrces. He submitted that it had been shown that the allotments to thc 
provincial Governments were snfficient, except in so far as related to thc 
allotments for Pnblic Works, and for these latter more could not be afforded. 
'l'hel'efore, he did say that there was nothing in the action of the Government of " 
India to compel the Governments to impose npon the people a burden" great.er 
than they were able. to bear. As regards the three Governments who had 
legislatures of their own, Bills had been iob'oduced or were under considera-
tion for some time past for the raising of funds for local improvements. As 
regards the N orth-'Vestel'n Pl'ovinces and Ondh, Bills for this purpose were 
UOIV 1>efo1'e the Council, and it would be in tho power of this Council carefully 
to consider those Bills, anclnot impose on the people of those provinces m::lrc 
taxation than was justified by a raasonable .demand for improvement. In 
conclusion, he trusted that no difficulties would be thrown in tho way of carry_ 
ing out tho so-ca11e(l measure of decentralization, for he believed tllat it was 
calculated to increase the efficiency and economy of administmtioll ill India. 

n 
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The Hon'ple MR. STEPHEN ha(1 not intended to trouble the Council 
with any_ observations upon the _ policy of an income-tax; but in the 
course of the debate, several ohservations had fallen: from Hon'ble Members 
.which appeared to him to c..'l.ll for Rome remarks upon his part. The first 
ollservation to which he would refer was made by His Honour the Lieutenant 
Govei.'nor of Bengal, and he referred to it, not only on account of the weight 
which must attach to every o~seryation which fell from His Honour, but also 
on account of its great plausibility, and because it specially pointed to the 
Department of which Mn. STEPHEN ha(1 the honour to be the hea(l. His 
Honour observecl that a reference of this Bill to a Select Committee with 
instructions to -report in a week, was hardly consistent with 0. due regard to the 
public interest. ~fR. STEPHEN considere(1 that a very serious charge, and he 
begged leave to remark tliat, as far as he could form a judgment upon the 
subjcct, it was not deserved. Of course, there were topics connected with the 
income-tax which you might discuss, not only for weeks, but for months, and 
it might be a question whether, at the end of those mouths, you would be in a 
hetter position than at the commencement. We all remembered 

" Othcrs, npart, Eat on n hill retired, 
In thoughts morc elevate, and reasoned high 
Of Providence, Forcknowledge, Will =(1 Fate-
Fixed Fnt~, Free Will, Foreknowledge absolute, 
And found no end in wandering mazes lost." 

The discussion on the income-tax which His Honour suggested might lead 
to similar results, and hc hopml it might not be undertaken. _ On the other 
hand, if tho Committee confined itself, as lb. STEPIIEN thought it should, to 
the discussion of the changes proposed to be made in the Act of last year, 
it could perfectly well di£pose of them in a week. 'rhe changes proposed were 
all mentioned by the Hon'ble Sir Richard Temple. They were eleven in 
number. The questions which His Honour wished us to discuss were ques-
tions of a very different kind. His Honour's conversation with the American 
gentleman to whom he had referred, ha(1 suggested to him that it would be a-good 
plan to take an account of the whole value of the property of every man taxed 
under the Bill. Then you would estimate the permanent income that would 
probably accrue to him therefrom. Then you would put on one anna for one 
thing, and another anna for another, till at last you brought his income 
under a satisfactory assessment. After you had performed that operation, 
you would have to proceed to an enquiry as to the sources of his 
income, amI when that was ascertained, you would be in a position to 
decide what proportion of bis income was to be regarded as property 
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am1 what as income. '1'his process "'ould opcn out a wide field of discussion, 
especially when it was applied to a country. under our rule cont.aining n. popu-
lation of 150 millions This, howcver, was only the beginning of troubles. 
'1'11e next question woultl be how tho principle of t.hc distinction betwecn 
property anc1 incomo was to be adjusted t.o t.hc eircumst..'1.nces of the different 
classes of the comlllunity. For instance in thc cases of a barrister, a merchant 
and a civilian, how much of the income of each was to lJe regarded as property 
and how much as income, special refercnce being had to the fact that some 
portion of the eovenantcd officer's salary was in the nature of compensation 
for coming out to this country. If, hn.ving entered into all that, we were to 
go on to enquire from what point of view our Native fellow-subjects regardcd 
the large incomes paid to officials in this country, and how far they thought it 
just to rcgm'd part of them as property and part as income, there was, no doubt, 
room for a great deal of cnquiry, for -n·hich one week would be far too short 
a time. But over and above all this, an abstract principle had becn laid down, 
which amounted to this-that no tax was just which did not impose equal 
sacrifices on those who paid it. That was a principle to which he (Un. 
STEPHEN) did not assent, and its discussion might tnl~e some time and em1 in 

. a differcnce of opinion. Supposing it to l)e established, when you came to apply 
it practically, how were you to discover what was an equal sacrifice? How 
fm' could you say that a man, who paicl five pel' cent. out of £5,000 a yenr, 
made the same sacrifice, as a man who paid five pel' cent. on £100 a year? 
How would you draw a comparison between an English barrister, an Inclian 
l'yot and a small zaminda.r? These questions "'ere as hopeless as those of 
ft'ee-will and fore-knowledge, and yet these werc the questions on which His 
Honour suggested that the Committee should enquire aud take evidence. 
:MR. STEPHEN earnestly trusteel that, amongst the duties he discharged 
in this country, he might neVel' ue called upon to preside at a Committee 
to enquire into such questions. He took a humbler view of the functions 
which this Council had to perform, and which were at present before them. 
Tho Bill contained eleven slight alterations of the existing law, which must 
be thoroughly discussed. With these questions it was quite possible to deal; 
uutif we went into general principles, amI the application of these principles to 
the eircmnstances in which we stood, we should be going very far out of 
our depth. Evcn if you confinccl the area of discussion to the project of 
adapting the English Income Tax Act to India, the difficulty would be 
enOl'mOi.lS. It would ue nccessary to adapt to India sehe(hlles A, B, 0 aud D 
of the English Income Tax Act, together with endless questions about ex-

emptions, dcductions, qualifications, rcturns and othcr things, and the rcsult 
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would be that it won~d become absolutely necessary to inflict upon the whole 
community a most elaborate body. of law amI forn~s of the most inbicate 
description. He could only say that the little fingel' of an Act of that kind 
"'ould be thicker than the somewhat attenuated loins of the present Hill. 

But passing from· that, he came to the consideration of several othel' 
observations. The first of these fell from the Hon'ble Mr. Ohapma~. He 
criticised at length the expenditure on account of certain salaries paid to the 
~fficers of Government, and he asked a va~iety of questions, which MR. STEPilEN 
did not feel himself called ullon in any way to answer, because they referred 
to branches of the revenue of· which he had no particular' knowledge. 
But he did· allude to two or three matters t.o which MR. STEPHEN 
considered it his duty to refer. Mr. Chapman had observed, for one thing, that 
he considereci his own serviccs as an Additional ~Iember of the Legislative 
Council to be not worth his salary. Speaking with some considerable know-
ledge of the subject, MR. S'rEPilEN would say that Mr. Chapman was by 
no means the best judge on that subject. He (.MR. STEPHEN) had had the 
pleasure of being associated with the Hon'ble MelUb~r in this Council fo~ many 
months past, and he was sure that the assistance which he had l'endere<l ili. the 
improvement of the laws was of very great importance, and fnlly justified 
his presence in this Oouncil.. MR. STEPHEN thought it quite a mistake to sup-
pose, as some Iudian officers appeared to him to suppose, that, unless a man was 
kept very hard at work from early in the morning till late in the evening, he 
was not earning his salary. He would altogether deny the truth of such 
criticisms. It was absolutely necessary, in order that good laws should be 
mnde, that ample experience and advice should be provided for the assistance 
of those who were c:harged with the duty of making laws. His hon'ble friend 
and his colleagues might find during their presence at Calcutta that they were 
not kept quite as hard at work as they usually were. It appeared to him 
(Mo.. S'fEPJlEN) that many Indian officials had a morbid appetite for hard work. 
He himself had not led an altogether idle life, but he thought it a mistake to 
consider that the time spent in advising on and preparing legislation was hot 
adequately and properly employed, even if the legislators were not actually at 
work for the whole of every day. 

'Vith reference to 1.Ir. Chapmau's remark that to have in each department 
n Member of Council aUlI a Secretary was a superfluous expense, lILt. Sl'EPHEN 
would only say that· he felt some delic~cy in answering such a criticism. 
Whether the Members of the Executive Council did their work l'roperly or 
otherwise was a question on which he could give no opinion for obvious reasons;. 
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but he could not understml(l how it could be seriously questioned that there 
was plenty of work for them to do. It appeared to him that no talents an(l 
no energy could be too great to discharge" the duties of a Member of Council 
as they shouhl be discharged. He. would be the last man to depreciato the 

'value of the services of the Secretaries to Government, whether in bis own 01' 

in other departments; but there was ample work both for tbcm and for the 
:Members of Conncil who presided ovcr the departments to which they were 
attached. Speaking for his. own department, he felt perfectly certain that 
neither Mr. Stokes nor he would be able to undertake the duties of the othel', 
in addition to his own, nor did hc believe that anyone man coule} discharge 
them all. 

But there was one further remark to which he must refer more particularly. 
The IIon'bIe :Mr. Chapman spoke of the High Oourt J udgcs, and refcrrcd to 
the difference of the salaries which those officers received in the Presidencies of 
Bengal, Madras and Bombay, respcctively. The way in which this difference 
was accounted for was, that the expense of living in Calcutta was greater than 
at the other presidency towns. Whether that was a fact, and whcther it was so 
with regard to Bombay in particular, ,,:ere questions upon which he could form 
no opllllOn. But this he coulel say with very considerable confidence, and 
from a long knowledge of English barristers, and the prospects held out by the 
judicial service at home, that he did not believe that, you could get the class 
of me~ you would wish to get as High Court J uclges at lower salaries than 
those now paid to them. He believell that, at tho present time, there were 
few men in England who would accept a High Court Judgeship, who would 
not remain in England for £1,500 a year. He said this from personalknow. 
ledge and experience in such matters; and this fact bore on the expense of the 
judicial service in this country. If you wanted a man who had more or less an 
independent position to leave home in middle life, you wonld have to pay 
him about three times as high. a salary as he would take at home. This 
consideration bore strongly on the question of the employment of Native 
Judges. He thought it would be reasonable that a Native Judge of equal 
standing, rank and ability ought to be contented with a salary much lower 
tl13.n that which was paid to the European Judge, except, of course, in the 
caso of a' class of practitioners whose I>rofessional incom reached the 
European standard. A large part of the salaries paid to Europeans in this 
conn try, and in particular' to European Judges, was in the nature of com. 
pensation for coming to an unhealthy clima.te, breaking off home association s 

s 
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and family, c,onnexions,.' an~ keeping uP, at very 'great expense, relations with 
'England. It was abs~rd to' pay .a. Native of the e~untry for what he' did 
not lose. It -was'like paying for Native goods the price which .you hall 
t,o 'p~y' for go<?ds imported from Europe., The European article might be, and 
he believed that: iIdhe present case it was, :worth the price paid for it, but 

, t.o ~~ke its price th~ 'standard for an article ;produced on the spot appeared to 
hini altogcther absurd. He was not, of course, prepared to say what specific 
infer~ilce, was to be drawn from' thes'e considerations;' but the matter WaS not 
h~l;elevant to the'budget. 

In conclusion, he thought that it might interest the Hon'ble Messrs. 
Robinson, Inglis and Ohapman to hear how some of the observations which 
they made regarding the income-tax struck persOlis who looked upon the sub-
ject without a special knowledge of India. We had heard a great deal about 
dissatisfaction; we had heard a great deal about unpopularity; we ha,d heard a 
great deal about the hostility of the Press at Oalcutta; we had heard a great 
deal about change, and the people not knowing what they would have to pay, 
The prin~ipal point which struck him was that what the people really' dislikell 
was to pay money. They did not like to pay, and it was very natural that they 
should not; he never heard of any human being ,vho did, and he' could well 
believe that the people specially disliked paying at at per cent: of their incomes. 
That they would dislike paying 1 t l , per cent. appeared to bim beyond a doubt, 
but that they would dislike it to the same degree appeared to him extremely 
improbable. For ten years they had actually paid this tax, tmder different 
shapes, without any particular complaint, and as they complained when the 
rate was raised, he (MR. STEPHEN) l;>elieved that what they objected to was, not 
the tax, but the amount of it-the payment, and not the change of which 
Mr. Ohapman had said so much. ' 

[The Hon'ble MR. OHAPMAN said that his remarks were made with reference 
to 100a1 taxation. "The Hon'ble MR. S'fEPHEN conti,nued.] 

He had no doubt that they disliked even that. Whether they IJaicl 
under a local law passed by the Local Government, 01' under an imperial 
law passed by the Supreme Government, they had to pay, apd that was 
what they 'disliked. He could fully understand that this was a tax ex-
tremely unpleasant t~ collect, and equally unpleasant til pay. He could 
fully appreciate thc difficulties which every person had . expc~·ienced who 
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had any~hing to do with, the tax. But he could not conceal from himsclf 
the fact, that we were in a position in which it was absolut~ly impossiblo 
to take any step in any direction or to ~tand still without incurring great 
difficulties and considerable risk. If you said that change was so bad 
that you would ,have no change, you wou14 COlle to a state of things 
in which you would feel thc necessity of a change. If you saicl that you 
wonld remedy that state of things, then you would experience the incollveni-
enee of changes. If you put 011 an income-tax, the collector would point out 
the difficulty of working it. If you put on some other tax, he would say the 
same thing. 'l'he main object to he aimcd at was the genera1 improvement of 
the government of the country, and he might be permitted to say that, the <;Jivil 
Ser\'ice appeared to have devoted themselvcs to this objcct with a dcgree of zeal, 
industry and success which called forth his admiration whenever he thought of 
it. 'rhe undertaking to which they had de\'oted theiL' li\'fls was one of the utmost 
difficulty, and the general result, brought about by ardnous labour, continued 
uow for upwards of a century, was one of which every Englishman should 
be proud. But that result was of necessity brought about by a coutinunl 
series of delicate and dangerous experiments. 'rhis state of things was 
inseparable from the position of the Bri~ish cmpire in India. 'l'he policy of the 
Goverument was not condemned by showing that it involved difficulty or even 
dangel', for to suppose that the Government of this country would ever be free 
from difficulty or danger, was to suppose au impossibility. It was probably 
more obvious to a new comer than to an Englishman who had lived long in 
India that we were engaged in cart'ying out one of the most gigantic. one of 
the most delicat~, and hitherto one of the most gloriously successful, enter-
prises that was ever undertaken in this world; and this shouhl never .he 
forgotten when any particular meaSlU'e was criticizell on the ground of the 
difficulties or dangers connected with its adoption. 

'rhe Hon'ble lIfR. STRACIIEY said that, notwithstanding the length to which 
the debate had proceeded and the lateness of the hour, he was unwilling to give 
a sileut vote on the Bill before the Council. Thero was ouly oue l)oiut on 
which he desired to make a few observations. Regarding the general questions 
that wcre at issue, he thought it unnecessary to say anything. His hon'ble 
friend Mr. Inglis. in particular, had spoken in terms which, with all dcfercnce 
to his hon'ble fricnd, he mllst characterize as most extreme as regards the 
extortion and corruption which had been committed in the North-1Vester.l1 
Provinces in' the assessment and collection of the income-tax. lIc did not 
think that His lIon our the Lieutenant Goycruor of the North-Western Pl'OV-
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inces would ~hank his hon'hie friend for that testimony. Speaking of India in 
ge~era~, ¥r~ ~nglis said that he believed that, for every two millions which the 
people paid rightly to the tax, they were made to pay two millions more by 
bribery and corruption alid opprcssion. MR. ST~A.ciIIEY totally declinc(l to 
.beli·eve anything of the sort. He disbelieved' anything so extremely dis-
c~·e~lita.ble to the Local Governments, and he considered that he was 
entitled, from his personal knowledge of facts, to give to any such statement 
an absolute and unqualified contJ.'adiction. He did not for a moment intend 
to assert that no abuses had occUl·red. His hon'ble friend ha(l spoken as 
if all our experience of the income-tax had been gained during the last year. 
But he would remiri.d the Council, as ha(l been aheady said, that in one shape or 
other, we had had an income-tax in this country for the last ten years; for the 
s~-called license-tax and certificate-tax had been nothing but income-taxes, with 
this difference, that they did not apply to all classes of the community, an(l 
were lcvied at a lower rate. He happened to know, personally,. a good deal 
about lIIr. Wilson's Income 'l'ax Act, which. was imposed teu years ago, and 
which had been specially referred to by an Hon'ble Member. That tax, w~en it 
was first imposed, was levied at a rate of foul' pel' cent., instead of, as in the past 
year, at something over three per cent., and the limit of incomes liable to assess-
ment was Rs. 200 a year, instead of Rs. 500. He would invite anybody to 
look at the reports regarding the working of the Income Tax Act of that time 
and its results. They were full of complaints of every kind as to the unsuit-
ability of many of the provisions of the law j coml>laints, for example, of the 
complicated returns, which no human being (he could answer for himself) could 
understand, and of which, when filled up, ninety per cent. were absolute.ly 
worthless. But speaking generally, he could say, from his own knowledge 
and recollection of the facts, that the highest and bcst authorities on the 
subject, almost from om end of India to another, had declared their conviction 
that, however unsuitable an income-tax might be to India, and however great 
the defects of that particular law might have been, at any rote this was proved 
that the income-tax had been levied without any serious oppression, without 
serious dissatisfaction, amI without any political danger. In those days, 
he was himself a Collector and Magistrate in one of the largest districts 
in the N orth-Western Provinces, and had personally bad the duty of super-
intending, in all its details, the assessment and collection of the income-
tax. Independently of what he saw and di(l himself, he was in a position in 
which, he coulll safely say, no man had better opportunities ~f seeing and 
hearing all that went on in the N ol'th:Western Provinces, in regill'd to th" 
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management of the tax. He might add, he believed with truth, that pl'obabJy 
no lUan ever used 8tronO'cr lanO'uuO'e than. he had. himself used reoO'ardinoO' the 000 

faults of that tax. But this he would assert very positively, from his own 
personal knowledge and expel'ience, that if, in any district, the people were 
harassed and opprcssed, and if extortion was practised upon thcm, it could only 
result from gross maladministration. Ho cntirely denied that, if the locnl 
officers did their duty, these malprncticcs of which we hc..1,rd so much could 
have occurred. He could not imagine thnt the administration in this country, 
and in the North-1Vestern Provinces in particular, had so very lamcntably 
degenerated of late years. He did not for a moment deny thnt abuses, amI 
great abuses, might occur, and had occmred, in particular cases, in the admi-
nistration of this law. 'Vhat he denied was that these abuses had been the 
general rule. The difficulty, no doubt., of making assessments, had been great 
in some parts of India; in Bengal, in part.icular, the difficulty had been extreme. 
But he wou,lclrepeat that, so far as N orthcrn India was concerned, if any 
Collector or Oommissioner told him that these abominations of which we had 
been told were going on as a common and universal practice, he had given the 
most complete evidence of his utter incapacity for performing his duties. It 
seemed to him that we had had ample and complete experience dming 
the last ten ycnrs in l'egard to the operations of the Income Tax Act in 
India. The result of that experience was (as the lIon'ble Mr. Stephen 
h~d said) thnt when the rate of the tn~ was high, there was discontent; but 
when it was low, no difficulties occurred and no opposition was experienced. 
So long as the tax was low, we heard little or nothing of oppression or extortion 
01' corruption. The truth was that, up to tho present time, from the timo 
when Ur. Wilson's tax was first imposed, no serious attempt hacl ever been 
made to bring into proper order the machinery for working this tax. W 0 had 
always been dealing with it in a spnsmodic kind of way; one year the limit 
had been at one rate, nnd one year at another. If our object had been to 
make the tax unpopular, we could not ha"Ve gone to work in a better way. 
Judging from the experience of the last ten years, if the tax was kept at such 
a rate as now proposed and small incomes were left untouched, and if we took 
anything liko the same pains in making our arrangements for the assessment 
and collection of the tax that we took for the assessment and collection of 
other branches of our revenue, he saw no reason whatever, considerin<p what he . 0 

might call the infinitesimal number of the people that this measure would affect, 
why it should not work well. He believed that, without any serious amount 
of trouble 01' unpopularity, this one per cent. tax, with good administration, 
would soon give us three quarters of a million 01' more a year, and that it 

T 
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would 111ace in the han4s of thc Government, against a time of gl'cat emergenoy, 
a mo~t valuable reSOUl'Ce. ' He might add that what was now proposed was 
virtUally almost the same proposal 'as t1Iat originally made by Mr. Wilson in 
1860. He proposed to impose a heavy income-tax for a term of years, but to 
retain one per' cent. permanently: one diffe~ence between the proposal then 
made and the proposal of the Government now, was that it was'then proposed 
to assign the one per cent. to -the Local Governments for works, of public 
improvement. 

A good deal had been said as to making this tax permanent. Now, he was 
not aware that any body had said anything of the sort, or that the Government 
had declared any intention whatever of making this tax permanent. All that 
was really said was,' that the Government had come to the conclusion that 
it was desirable that the Act should continue in force until the legislatUl'e 
thought it desirable to reperu it. Nothing more in regard to this point was pro-
posed by this Bill than was done by any of the dozens of Acts which were pa~sed 
with no limitation of time as to their continuance. In spite of what, he had 

,said, he should be very glad if the time came when no such tax would be 
necessary. What the Government now virtually said was this, that so far as we 
could now foresee, we could not anticipate that, within another year or so, we 
should be able to dispense with this tax, and that, under ordinary circumstances, 

, the tax should not exceed one pel' cent. It appeared to him' that, by inserting 
no term at all, a better secUl'ity was really given to the public against the 
increase of the rate hereafter, than if we were now to say that this tax of one 
per cent. was to hold good for the present year only. For, in its present form, 
the Bil! was to some extent an assurance, that the Government had come to 
t.he conclusion that nothing but a l'eally serious emergency could justify the 
imposition. of an income-tax at a higher rate than one per cent. But it 
'seemed to him that if we were to insert a term of one year, it would be as 
much as to say that we only wanted one per cent.' this year; but that, at the 
end of. the year, it would be a matter for consideration how much we should 
want the next year. It appeared to him visionary to suppose that we should 
be able to dispense with this tax at the end of this year. If our financial 
position should improve, he agreed with what bad been said by other bon'ble 
members, that if we should be able to get rid of three quarters of a. million 
of taxation, this wretched income-tax was not the thing we ought first to 
dispense with. He entirely agreed with the remarks which fell from the 
Hon'ble Mr. Bullen Smith regarding some of our Customs duties. He thought 
that it was nothing short of a disgrace to a civilized Government that such 
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duties as our export-dutics Oll rice and other staples should continue to exist. 
Nothing but extreme financial difficulty could justify their maintenance at all. 
Re also entirely agreed with what had been said regarding the sugar duties. 
He had no hesitation in saying that they wero a standing discredit to our Gov-
ernment. We were not only levying a heavy tax, amountin'g to some ten per 
cent. ad valorem, on one of the greatest sources of our agricultural wealth ill. 
N ortllern India, but we were actually levying a duty on our own peoplc 
for the benefit of the sugar-planters of the l\{auritius, for those planters 
actually paid a smaller duty on the import of their sugar, when sent to this 
country, than our own people paid when they sent their sugar across our 
Inland Customs line. If we could afford a sacrifice of half a million, or three 
quarters of a million, we could abolish all export-duties and all inland-duties on 
sugar, and we could rcform our import tariff also. He thought that, by good 
administration, all thc more serious objections to the income-tax might be got 
rid of, and that, politically, the tax might be made a source, not of weakness, 
but of strength. He could not conceive how anyone could doubt that the 
continuance of a light income-tax was a smaller evil than the continuance of 
such taxes as those of which he had been speaking. . 

His Excellency THE COMMANDER-IN-OIIIEF said he should be sorry, by a 
silent vote on this question, to give the impression that he voted for this 
Bill merely because he was a member of the Government. He was formerly 
a member of the Government of India, when an income-trlx was maintained; 
and he now voted for its continuance at the modcrate rate to which it had been 
reduced, and was prepared to continue so to vote until somo other tax was 
devised which woul(l reach the rich Native mercantile class without leaving 
the European community untaxed. It was well known that the richer portion 
of the Native merc:mtilecommunity escaped taxation. 

Formerly, the European paid no taxes, except the import-duties on the" 
articles for his use and consumption. When the Government were asked 
for money _ for the convenience or benefit of Europeans, the reply used to be.-
"You come here for your own purposes I You receive your wages 1 You have 
no right to expect to have your wants supplied from the money which belongs 
to the people of India I" Afterwards, when Europeans paid income-tax, 
he was often glad to be able to claim for the!:'.! the protection of the State-
equally with our Native fcllow-subjects-for the pooror Europeans, education 
for their children and places of worship. TIa was sure he only did justice to 
the European community in believing that they had no desire to avoid bearing 
a fair share of the burthens of the State. ITe bclieved their objection to the 
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i_nco~~-tax proceeded from the belief· that it hit them hard, as their incomes 
. wero:more ncc~ssible.while the Native mercantile class· escaped more easily, as 
iheir.incom~s were not so completely assessed .. , . 

". With l·egard to the l'eduction~ in the" Army, to which the, Hon'ble 1Ilr. 
Ohapirian alluded, it was true that the late Oommander-in-Chief l'eco~mended 
~xt'en'sive redu~tions, which had .not all been carried out; 'yet. at the same time, 
he 'gave'a solemn warning against reducing the Milttary Force of the ~ou~try 
b~ a~oth~r European soldier. . 

It was not permitted to him to enter into details of what the proposals for 
reduction were, but they wen~ very far beyond what the Hon'ble 1Ifember indi-
cated. It was vain to say that the addithn of a portion of men to each of the 
remaining batteries was any sufficient compensation for the loss of complete 
batteries. 

In the case of the reduction which had been carried out, the loss of thirty 
guns was a very serious loss of power; and as regards the men, though it was 
intended to divide a portion of them among the l'emaining batteries, they 
,thcmselves did not consent to it, but went home bodily with their batteries. 

It was only justice to the Government of India to say that he had pro-
tested, in the strongest manner, against any further reduction. It had been 
his duty to say that he considered reduction to have been carried to the verge 
of safety. and this opinion had been confirmed by his observations during his 
recent tour of inspection. 

With referrence to the question of barracks, a few words were due in 
behalf of tho British soldier. Last year, the subject of barracks was much 
discussed in this Co~ncil. The term "palatial barracks" was invented, and he 

'feared the British soldier got into the bad graces of the tax-payer as the 
pampered dweller in palaces. 

Now, what was the fact? The Government .of India, after the mutiny, 
found that they had a largely increased European army almost unhoused, and 
it came to the determination to borrow the money necessary to house it pro-
perly, and to give the reasonable comforts and amusements necessary to render 
the soldier's life in India desirable. He believed that few of the members of this 
Oouncil were in the ;'ay of becoming acquainted with the m~dical statistics of 
the' Army. It wa.s well known that, in places subject to malaria, if you slept 
at an elevation of eighteen or twenty feet from the ground, you might escape 
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the .effects of malaria. In Calcutta, you had a proof of it. The mortality of 
the EUl'Opean soldiers in Fort William was formerly nine and a half per cent. per 
annum. By building the Dalhousie Barracks, Lord Dalhousie reduce(l the 
lllOl'tality by two and a half per cent, or seven per cent. ; and if you l'eckoned 
for a thousand men, the saving of iife was seventy men pcr annum, or seven 
hnndl'ed men in ten years. Tho very experienced Impector General, Dr. Murray, 
in advocating double-storio(l baL'rack~, said that it did not much matter where the 
men slept for nine months in the year; but in the remaining months of the 
unhealthy season they were liable to contract, from sleeping neal' the ground, 
fel'ers which l'enderedthem, for the future, practically useless as soldiers. 

He considered that the Government had good grounds for the -construc-
tion of double-storied barracks, and for borrowing the money to build t.hem. 
But it was decided by an authority which he was bound to respect, that the 
money spent from loans should be taken fro111 revenue; and this measure was, 
he believed, the cause of the inconvenience which ensued. 

1'here might have been room for improvement in the manner of construc-
tion, but this was in course of adopt:'on; and he had no doubt the barracks 
that might be completed would fully justify the expectations of those who advo-
cated their constrnction. 

AlTangements were under contemplation to place several regiments in the 
Hills, where their accommodation would be less expensive; and he was content 
with the resolution to build the double-storied barracks only in such places 
where climatic influences rendered them necessary. 

The Hon'ble Sm RICHARD TEMPLE said-" Uy LORD,-At this late period 
of the debate I shall not enlarge on the general topic, but shall confine myself 
to replying to the adverse cL"iticism which ha.s proceeded from several lIon'hIe 
Members sitting on the President's left. 

I begin with the speech of my hon'ble friend Mr. ""V. R. Robinson. 
He says that I have under-estimated the Revenue and over-estimated the Expen-
ditme in several respects. Had it not been for this, he thinli:s that the necessity 
for retaining the income-tax might have been avoided; amI what are the 
instances he adduces? ""Vhy, the Land Reyenue, which he observes is less by 
a. large sum than the sum realized in 1869-70; the Excise; amI the Customs, 
of which the present estimates do not allow sufficiently for the prosperity of the 
time. N ow, as regards the Land Revenue, my hon'ble friend seems to have 
overlooked the fact that in 1869-70 there was an extraordinary receipt (duly 

U 
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e~plain~d by Ina to th~s Conncil nt the time), namCly, thc accmnulatcd proceeds 
of the. sale of· waste lap.ds,. which: windfall·' will .' :qot recur; t~erefore' the 

. ' • -" ", j' - ',' " . • 

fayorable result of that .,yp,ar cannot be estimated 'for' in subsequent ye<'\'1;8, 
. and ,the 'apparent difference is thus fully accounted for.· As to Excise, the' 
'a~qu~~ I 4ave now. taken is almost as higll it figure as has ever been realized 
inthe most prosperous year; and if ,Bul'Iila be excluded (where there has 
beell a special falling off), the figure for British India is actually, the highest 
ever estimated. As to Customs, I have. to repeat (what was explained in my 
gelleral exposition) that we fear that the apparently prosperous figure of the 
current year Dlay partly arise from over-importation; that the present profits 
of the trade are less than what might have been justly expected; and that 
therefore any further prosperity cannot confidently be reckoned on at present. 
I may add that in our belief the estimates for all these lleads of reveuue have 
been taken full, quite as full as the estimates received from the local authorities 
would warrant, and I must decline to accept the irresponsible advice of 
my hon'ble friend to take them any higher. 

On the expenditure side my hon'ble friend instances the increases on 
Land Revenue, in Forest, in Opium, in Salt. Now, does he really mean to say 
that these charges could be reduced beneficially? Hardly so, when he remem-
bers that I explained in my general exposition that these increases were all 
needed to ;produce a direct fiscal return. But he says he has searched in, vain 
for a' proof' of the increased return on the Revenue side. I cannot understand 
this, inasmuch as he will find specific increases taken under each of these very 
heads 1 Th~ same remark too applies to excise in British India (Burma being 
cx~luded). Further, my hon'ble friend says he cannot understand the increases 
und~r Stamps and Stationery and Administration. Why, if lie will refer to my 
exposition he will see tilat these instances are specifically accounted for by 

, transfers of account. 
Here again I must decline to accept advice which really means that 

I should take the estimates morc favorably than they are taken, a COurse 
'wholly inconsistent with prudence in finance. FJ..'he estimates are taken pni-
'dently; and not at all too unfavourably, and my hon'ble friend m~st look the 
necessity in tho face, for I cannot evade it by attempting to improve the 
estimates. 

:Mr. Robinson then drew a mo'\ing pictme of the national demorali-
zation caused by the income-tax: in the 1\fadrasPresidency, with which he 
is specially acquaiuted; and even dwelt on the wide-spread discontent caused 
thereby among the l~lldholding classes. But what are the facts? Why, in the 
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Madras P~'esi(lency, 'with a population of ne..'trly thi.l'ty millions, the income-tax 
for 1870-71 amounted to £245,000 with 55,00001' 60,000 tax-payers; in 1871-72 
it will amount to £69,000 with 27,000 ~r 30,000 tax-payers. How is it possible 
that from so small a cause such universal demoralization can arise? Some mis-
chief may, 'indeed must, arise; 'but that it cxtcnds to all classcs in the manner 
described by my hon'ble friend, I do not believe. FlU'thcr, llOW can 
it reach the landholding classes in the manner supposed? At thc most, it 
cannot affect more t.han a very few t.llOusands out of many millions of 
agriculturists. ~foreoyer, the oft-rcpeated argumcnt that thc fax reaches. 
from its uncertainty,. more than it was meant to reach, cn.nnot apply at all tlJ 
agriculturists, for they are assessed to tltis tax on, fixed and certain data· fur-
nished by the "illage records. I do not deny that some cyils exist; but I ~o 
say that my hon'ble friend's dcscription of thcm must in some respccts be 
greatly overdrawn. 

Again, ~fr. Robinson says that hy the relief afforded we Itayo only 
slightly narrowed the field for OrIll'cssion! No,,,, ",Imt Imye ,,-e actually done 1-' 
We have exempted for 1871-72 just one-half of the total numl)er of tho!'e who 
pay the tax in 1870-71. Surely this is a large me..'1.sme of relief, and to style it 
a slight narrowing of t.he limit, is to give a meagre and inadequate description. 

Then ~{r. Robinson gave us a long account of the local taxa-
tion recently imposed in the Madras Presidency, which he makes out will 
amount to between! and -l a million annually. But what has all this got to 
do with the .Imperial Budget and with the Income Tax Bill now before this 
Council? Surely my hon'ble friend cannot suppose that we, the Government 
of India, have at all forced the Government of :Madras to impose this taxation. 
~n the fu'st place. those local taxes had been deviseel and placed l)cfore the local 
legislature some time last year, long before the present budget had been 
thought of. In the second place, the utmost sum whlch this budget would 
compel Madras to raise locally amounts to only £55,000. rro that ext.ent 
we are responsible. Whatever the Madras Government may raise beyond that. 
it will raise in its own discretion,-a discretion which I am sure will be exercised 
moderately and properly. If then my hon'ble fl'iend's description of the 
expansion of local taxation in Madras be mear..t at all to prejudice the policy or 
the Imperial Budget, I must rcmark that it is i.rrelevant to the question at issue. 

I was surprised to hear .1\11'. Rohinson use such words as that the Gov-
ernment of India stands plcdged to abolish the income-tax as soon as possible, 
and that the intention to do this is to be inferred from the action of Gov-
el·~ment. It were perhaps superfluous to point to the well-known fact that no 
such pledge has ever been declared or recorded. On the contrary, in our Fina.udal 
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Statements we have' always gnarded ourselves against giving any stich pledge. 
Ann' as' to any such' inference being drawn from 0\\1' past lJl'Oceedings, I say 

, that our proceedings point to a dh:ectly contrary inference; for on the establish. 
,nent of onr, existing financial system, the first thing which Goverrime~t diel 
'was to impose an hi come-tax for five yen.rs. When the period had expired, 
not a year wis suffered to elapse before a fresh project for a similar tax was 
set on foot, ana was shortly' afterwards carried out; and since that time we 
have never been without an income-tax iii. one sllape or other. 

Lastly, :Mr. Robinson regrets that I sho~d have inferred from the fact 
of the Local Government reporting the absence of complaints that no cause of 
complaint existed. Bnt in reality I drew no such inference. On the contrary, 
I expressly gnarded myself against drawing any such inference. I stated that 
such cause must doubtless have to some extent arisen, notwithstanding the 
absence of official reports. 

I next advert to the speech of the Hon'ble Mr. Cowie. He regrets 
that I can suggest nothing save an income-tax. Now, as to wl1ether I can 
suggest, or not, I may observe that to make such suggestions might be easy 
enough. Instead of a moderate income-tax like that now before the Council, I 
could, if it were deemed fit, suggest many things, but they would all be open 
to objection; for instance, a marriage-tax, which might touch somewhat too 
closely the domestic affairs of the people; a tobacco monopoly, which might 
affect the garden culture of every ryot; an increase of the salt ,duty in Bengal 
which would tax still further the highly taxed luxuries of the poor; additional 
customs duties, which might unduly affect trade; a succession duty, which would 
be open to some of the objections of an income-tax without its productiveness. 
Such things have been proposed and might have to be carried out in certain 
emergencies; and, as far as possibility goes, I could suggest them, but I 
had rather not do so. I, for one, distinctly prefer the alternative of a liO'ht 

o 
income-tax, such as that now before the Council. Then my hon'ble friend , 
objecting to the tax being made permanent, says it is one for an emergency, 
and not for time of peace. In the fil'st place, we have never said it was 
to be permanent; we have merely refrained from proposing any limit of 
duration. )Jut, further, it seems to me to be mere assumption when the . tax is 
said to be one, not for time of peace, but only for emergency. I am not aware 
of any such doctrine;' certainly it is not so held in England, where for now a 
quarter of a century the tax has existed, although for the great81; part of that 
period the country has been at peace, and not in a state of emergency. :Most 
other civilized countries have kept up direct taxation in times of peace. 'I know 
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no reason ,~hatever why India should form an exception to the rule which pre-
vails in so many other countries. . 

Then my hon'ble friend obiects to our retaininlJ' such lar0'6 cash balances 
~ . 0 0 

and to our borrowing any additional sums during the coming year. As this 
subject has been adverted to by other Hon'ble Members, I will now say what there 
is to be said hereon. In my exposition it was shown that the cash balances arc 
very high now, not only becausc we have improved our ordinary finance, but also 
because less has been spent thn.n was expected on Public 'Works Extraordinary in-
cluding State Railways and 011 guaranteed Railways. It henco follows that we have 
in hand much money belonging to the Public 'Yorks Department and to the 
Railway Department, for the payment of which sooner or Io.ter we are liable. 
Well, if the Public Works Dellartment were to expend in the coming year all it 
proposes to spend on the extraordinary loan works, we should clearly want nearly 
all the money which has been or is to be raised. Also, if we were obliged to set 
ourselves square with the Railway capital account, that is if we hael to m..'tke 
advances in this country for construction of the lines, fully up to the amount of 
capital which has been raised in England, we should need aU the cash balance 
that could possibly be slxlred. Besides thesc manifest liabilities, any broad view 
of all the circumst..'tnces of our finance would show that we have many contingent 
liabilities. Again, in the present state of the exchanges, my hon'ble friend mllst 
surely know that the less is drawn from us 1)y the Secretary of State's drafts, the 
1Jetter; inasmuch as the loss by exchange (a direct charge against our revenues) 
would be thereby kept down. The 2t millions intended to be raised by loan by 
the Secretary of State during the coming year might represent so much less of 
drawings, and this difference might save us expense, more or less, according 
to circumstances. At present, the Secretary. of State's cash balance is 
doubtless no more than what is required. If, as the year wears on, it were to 
be found to be high, I presume that this could be considcred when the loans' 
of the following year come to 1)6 determined. Tho Secretary of ::state has, of 
course, tho best possible means of judging the times and. conditions of raising 
loans in London. That judgment is exercised in tho financial intcrest of 
India. Here in India we try to keep our balances at such sums as may fully 
suffice for all requirements. We havo not indeed always been able to do this. 
Just now we fortunately are so able. The amonnt is higher indced than it useel 
to be in former years. But it would not hence follow that this is relatively 
higher now than it uSCll to be, for our disburscments have of late grown vastly, 
and are still growing. The matter is one of discretion to a large degl'co, and on 
consirleration of all our rcquil'Cl1lents and liabilities for the coming year, I beg 
to assm'c the Council that the present amount of cash balances is not otherwise 
than satisfactory. 

w 
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I next 11t:ocecd to tho speech of the lIon'bIe Mr. In~lis. Adverting 
to the statistical fact that the income-tax, at the most never touched more than' 
1 . in 300 of the population (it will' now t~ueh only 1 in: 600 by the Bill before 
tllElOou~ciI),' he says that of the remaining 299, 'a~ least one-half are sub-
jected to' illegal extortion on account ~f the tax, and that if 2 millions 
are collected from all Imlia on accotmt of the tax, at least an' equal amount 
in . acldition is colledeel in the shape of bribes. Perhaps my hon'bla 
friend ,hardly bore in memory that half of the ,299 woulel represent 
half, of' the 150 millions of popUlation or 7 5 millio~s. . So my hon'ble friend 
seenisto make an a~sertion which;.if reduced to figures, would mean that on 
acc~unt 'of this tax 2 millions of bribes are extorted from 75 millions of 
people I I caunot persuadc myself that my hon'ble friend really means to adduce 
auy such imaginary statistics. The assertion he makes is one of the most general 
charactcl:, not borne ~)Ut by cyen the reports received from that part of India 
where he has served, and uilsupporteel in its extreme sense "by any particle of 
proof which he adcluces. I quite share the belief that in thi~ matter of income-
tax, as in every matter of administration where the Natives of India are concerned. 
the evils which Mr. Inglis justly characterizes as extortion, oppression, and 
bribery. do' unfortuuately prcvail. The question is really one of degree; 
and I believe that the assertions hanrded by my hon'ble friend are instances 
of the manner in wh~ch the general objections incidental to Indian adminis-
tration' are pressed with particular exaggeration against a tax which, affe'cting 
all classes alike down to a certain limit, is, to that extent, inevitably dis-
tasteful to those who have to pay it. But admitting, as I, for one, do admit, that 
these evils do accompany. the tax, to a certain degree, though not. to the 
extreme degree supposed by my hon'ble friend-what then? What are we . to 
do ? Are we, for that reason, to give up the measure? I say no. For if 

. these reasons prevail, the state of society in India is, alas, such that we should 
have to give up many other useful and necessary things. Despite all our 
efforts, the extortion, oppression, and bribery, described by Mr. Inglis,' do to a 
certain degree (though not to any extreme degree) exist in the land settle-
ment operations, in the canal administration, in the police, in the courts of 
justice----:-in many things in short. Are we tlterefore to give up settling the 
land-revenue, to give up irrigation, to give up administering the law, to give 
up protecting property, anel so on? Of course we are not. But neither are 
we tltel'ejo1"e' to give up direct tn,xation. 

Further, . many of my hon'ble friend's ohjections would be applicable to all 
kinds of direct taxation. N everthel~ss he and those who think with' him are 
always bringing forward schemes for taxing in this way by .license taxes the 
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vcry classes who aro cxomptell from the income-tax. ",Vhy;the pe~'sons who arl~ 
to be exeil1ptcd by tho Bill now before tl1e COlllCil will be all caught in the 
11ct of my hon'ble friend's license-tax .. 'l'rue, the license-t.."lx is rough and 
easy, dividell into three grades; but so was the income-tax rough and easy, 
for tlwse cl'l.sses. Rememher, I am not ohjeeting to the license-tax at all; I 
only say that I cannot understand the consisteucy of those who atlvocatc a 
license-tax, which for the lo,,'cr classes is only a little better than our ineome-
t.ax,-while they denounce our income-tax in unmeasured ter111S. 

}\fy hon'Lle friend concluclCll by declaring that I might avoid the necessity 
for imposing the income-tax hy transferring the necessary amount from 
the cash balances, or by deducting the required sum from the assignments 
mude under. the new system for the provincial services. I heard this with 
surprise. 'What can he mean hy suggesting that a portion of the cash balances 
shoulcl be transferred to the coming year's income? Surely he. is aware that 
our imperial accounts show as receipts only the sums received in the year. 'fo 
so exhibit sums which were not received in the year (as the present cash 
balances woul(l not be) would be to makeup our accounts contrary to fact! 
It woul(l he showing (in order to ensure n certain result) sums as income of 
the year, which were not the income of the year. Again, what can he mean 
by suggesting that we deduct from the assignments for provincial services the 
£600,000 (expected yield of income-t..'l.x)? Does he think the various Local 
Governments could possibly undert..1.ke the services after such a deduction? 
Would not the Local Government of the province where my hon'ble fricnd is 
serving be the forcmost in protesting against such a deduction? He must see, 
on reflection, that to suggest this is simply to suggest what would never be carried 
out by the local authorities under thc existing circumstances of the country. 

I must nowa.dvert to the speech of the Hon'ble Mr. Cockerell. He says 
that an income-tax ought not to bc addcd to the resources of the country 
at a ti~ne of great financial prosperity. In the first IJlaee I fail °to see the evi-
dence of any such great financial prosperity. On the contra.ry we have had 
deficits much t~o often: and we have difficulty in ensming a permanent surplus 
of income over ordinary expenditure. Bnt to put my hon'ble friend's proposi-
tion in a milder form, is there anything ill our fiscal condition which would 
justify us in dispensing "ith a just and reasonable reSOurce like the income-
tax? I say that there is not. On thc contrary we sorely nced such a resource, not 
only to hclp in sccming a certain equilibrium, hut also to aid us in providing 
against losses undcr unccrtain heads likl' Opium, anel to give us at least some 
chance of reme(lying defccts in our fisca.l system, like the export duty on Rice, 
the inland duty on Sugar, the high cluty on some kinds of Salt, and so on. 
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Then'my hon'ble' frieqd reproaches me ,with' poverty of invention, and 
says that '1 ~ome, befo~'e t.be country with no fresh device. 'Ve~l, as to that, 
the scheme of local finance produced this yeai.·. is a: fresh device; at least 
it is a change and a novelty, and that too of a .very consi~lcrable description • 

. ', I can only regret that, it does not seem to wear the aspect of freshness in my 
',hon'bie friend's eyes. But if it is not a fresh' device, 1 do not know what is. 
As to poverty of invcntion, I must giv,e my hon'ble friend the same an~wer 
as that which, has just been given to. ~h·. Cowie. I could easily invent 

'plansof reduction of expense, but they could not (as my hon'ble friend must 
well kilOW) be carried under the' existing circumstances of the country. 
1~i>uld also invent new taxes easily enough; but 1 prefer to keep out of that 
line of invention and to avoid that dangerous field for ingenuity. 1 prefer 
to tread on the less objectionable ground of a moderate income-tax. 

Lastly, my hon'ble fl:iend says that the introduction of this income~tax 
measure is a breach of good faith. This is a serious charge to bring against the 
Government of lndia. And does he say anything by way of proof? Abso-
lutely not one word. He merely adduces the argument that the public have 

. been under the impression that the tax was to be only temporary. 1 neither 
affirm nor deny the impression. But 1 say that this is a most flimsy and 
evanescent ground on which to charge a Government with breach of faith. 
And if this sort of argument were .alid, it might equally be urged by any 
hon'ble member against any measure he might happen to dislike. ' 

1 now turn to the Hon'ble Mr. F. S. Chapman's speech. Having had to 
differ so much with the Hon'ble Members who preceded him, 1 am giad to 
acknowledge the support he accords us by remarking that the present reduced 
income-tax affords all the relief that could reasonably' be expected; that it 
is consistent with sound policy; and that there are other taxes which ought 
to be remitted before the income-tax, as now modified, ought to be again 
touched. ' 

But my hon'ble friend offers other criticism to which I must reply. He 
objects to the Opium estimates as having been too low. Well, this is a point 
into which I entered fully in my gencral exposition; and if what I then said 
l'egarding the fluctuations of price, the uncertainties of season, the competition 
in China, failed to convince my hon'ble friend as to the need of the caution 
we exercised,-why, ,Il;othing that I can now say will convince him, so I will 
not trouble the Council with further remarks hereon. 

Mr. Chapman desires explanation on certain points which i am happy to 
furnish. He asks-How are the payments of £200,000 to the Local Governments 
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fO!' a commencement of the new scheme and the £60,000 to the Trustees of the 
Indian Museulll, to bo reconciled with the l)rineiplo that the chargcs of each 
year are to be exhibited in tho year, and that the surplus of one ycar is not 
to be carriecl on as an asset of" the succeeding ye..'tr? I must obscrye that both 
these payments did pertain to and were mado in the year 1870-71, in which 
they have been charged. '1'he £200,000 has been paid as absolutely to tho Local 
Goyernments as if they had been l)aid to a COlllOration or to a Company. 
It was l)eeuliarly just to allow them this amount as they hacl made tho sav-
ings on theu' grants to this amount within the year. It was necessary to 
pay the sum this year, if it was to be paid at all; inasmuch as we could afford 
it now. :md would not bo able to afford it in the coming year 1871-72. '1'he 
payment to the rrrustees of the :Museum was made by reason of an obligation 
imposed hy lrrro, which fell finally due on the 23rd of March "within the year 
1870-71. Both these payments then arc made in strict accordance with out' 
l)rinciples of. finance and account. 

Then my hon'ble friend asks, why, if the loan, 2~ millions, to be raised in 
England be connected with the unfavorable state of the oxcllUnges, the whole 
of tho D millions require(l for the expenditure in England, should not be ob-
tained by borrowing in that country, insteael of selling drafts on the Treasury 
in India? This question is hardly one which admits of a precise answer. 
Supposing that the state of the exchanges is one of several reasons for the 
raising of that loan, I must obserye that it would not at all follow that the 
same reason would apply to the larger sum of 9 millions to be borrowed in 
England according to my hon'ble friend's idea, instead of being remitted froUl 
India. To do that would be to cause great derangement in tho exchanges, 
in the money market, in the value of public securities, and in many other 
ways. 

My hon'hle friend next observes that the Local Funds of tho· Bombay 
Presidency amount to near a million sterling. This must include the income 
of the Bombay City, inasmuch as the Local Funds propel' of the Presidency 
do not much exceed £600,000. However, let us take the total at a million. 
Then, with what object (loes my hon'ble friend aelduce the fact? Apparently 
to shew that the Presidency has too mueh local taxation. But what proportion 
docs this million bcar to the resources of Bombay? Why, it only represents 
10 "I)C1' cent. of the total rcvenues of the P;'csidency, 10 millions stcrlillr~ 

"" with a trade of 50 millions annual value, with a cotton export of It milliolJ 
of bales annually, with a population on the whole the lichest or the best off in 
all British India. 

x 
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.:My hon'ble friend observes. that the~'e is half a million of charges under 
Marine,ap.d, wonqers what the coun~ry receives for this money. In the first-
place, we have large l·eceipts under Marine, some of which are really revenue, 
su.ch as pilotage pnymentsand port dues, amoun.ting in all.to close on a quarter 
of a million .. So that the net charge amounts to only one quarter of a million. 
A~d . f~r this; the country d~es receive something; there is a squadron of the 
Royal Navy guarding the Eastern Seas; there are some vessels of the Marine; 
thcl;e are six ports, some of them large, with pilot services and other establish-
~ents (other than those of th~ Port Tl~ustS); and there are two dockyards. 

Then my hon'ble friend considers that searching enquiry ought to be made 
into all Oivil expenditure. But does he remember that there has often been 
such enquiry? For instance, the labours of Sir Henry Ricketts embodied in 
several large volumes: the records of the Civil Finance Commissions; the 
revisions made from time to time by every Local Governmp,nt with or without 
the instance of the Government of India. Further, he quotes a passage from 
the speech of Sir W. Mansfield in last year's debate regarding the amalgama-
tion of various separate Departments of Military Administration, and he asks 
what is being done. I cannot say more than that the matter has not been 
overlooked, but has been more than once considered by the Government of 
Illdia.. 

Lastly, my hon'ble friend considers that the expenditure in England ought 
to be controlled by the Government of India, no expenditure being incurred in 
that country without its sanction. Now, inasmuch· as the Secretary of State 
exercises financial power under an Act of Parliament, there can be no practi-
cal use whatever in discussing the question. The extent to which the Govern-
ment of India is responsible for the English expenditure has been explained 
in my general exposition. 

I must now turn to the speech of the Hon'ble Mr. Bullen Smith. He 
objects to my baving mentioned that in reply to a Circular the Local Govern-
ments for the most part. stated that no specific cases of income-tax oppression 
had been repOl·tcd. Since. I heard his remarks, I have again referred to 
those replies, and I find that they bear out my statement. As already 
said, I expressly guarded against the inference that no such cases had occurred, 
and I acknowledged that no doubt there were such cases. My hon'ble friend 
goes on to say that to ~gnore the existence of such complaints would be to show 
",ant of sympathy with the people. But I did not and do not ignor.e this. On 
the co~trary, I declared that we had lleen much impressed with what we had 
heard on this score. And as a proof of sympathy, far better than any declama-



INCOME TAX. 273 

tion, we have proposed to exempt half the whole numb~r of tax-payers t But 
as my hon'ble friend seems rather to press the sympathy argument, I shall 
i'etort that the object of our financial policy has been to avoid increasing the 
burdens of the mass of the people, nnd to mther adjust the weight to the 
shoulders .of the comparatively well-to-do cbsses. 'Yhereas our oppononts, 
deprecating our mode of adjustment, rather suggest expedients, such as in-
creased salt tax, a marriage tax, and the like, which would really fall upon the 
masses. Therefore when my hon'hle fricnd urges wide and hcarty sympathy 
with the people, I at once rejoin that our policy fulfils this just ancl essential 
condition far more than the policy of our opponents. 

My hon'ble friend adverts to the Rice duties, a subject which· he 
thinks I dismissed too briefly in my exposition. Well, I was obliged to 
be brief, having so very ma-ny topics to deal with. Still I did give what is the 
real gist of the argument, for I said that we bore the subject in mind; but as 
the trade was improving, as the yield of the duties was on the increase, and as 
we could not spare the money, we did not propose a change at present. If I 
were to dilate now on the argument, still the substance would be what I have 
just given. I may add that last year 1869-70, we received some £296,000, this 
year 1870-71 we are receiving £356,000. If this progress were to be at all sus-
tained, we should soon approach the highest yield which the duty has ever 
reached in prosperous years, namely, £408,000. I hold Lere a paper which 
shows that in the first eight months uf the current year 1870-71 the export has 
amounted to eight millions of cwts.; whereas in the corresponding period of 
last year it amounted to only five millions. The exportation has not been so 
much in the direction of China'and Japan (as we expected it would be) but 
rather in the direction of Europe. 

My hon'ble friend,-after justly acknowledging that our export duties, with 
the one exception of Grain, are but little,J ute (fibres) being exempt, and Indigo 
being very slightly taxed,-asks on what principlp. Grain was selected for duty, 
and remarks that unless we recognise fiscal principles in this matter, he, and 
those who think with him, will withhold confidence in our finance. Now I say, 
that-excepting faults and defects from which in one way or other no system 
will ever be free-our fiscal system does foHow general principles, and that 
it is for the sake of these very principles that we have frequently encountered 
opposition and obloquy. Further, I say all this particularly in regard to the 
branches regarding which my hon'ble friend is so well informed. For our 
import tariff (as was once declared in this Oouncil by my predecessor; MI'. 
Massey.) will compare favorably with the tariff of any country in the world; 
and our export duties, excepting Grain, are almost nil. 
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As to the pri~ciple on which :)1~ce was selected for duty, tho real reason 
(a~ha~been p6i~ted ~>utto-~lny by the Lieutena!lt Governor of Bengal) was 
tha(s~chduty ,,;o.s l'e~lly ,favorable 'to the ma~s or the p!:,oplo of India, as 
h~ying ~ te~den{\y to kcep down the price of. food. ~ut I, for one, have 
~~~ays refro.in~(l from urging this rC,o.son, anq I do not undertake to justify it. 

,'; ". My hon'ble friend says, in refcrence to the income-fax, tlwt it is an nc-
knowledgc<l fiscal princi.ple that we should lcave ,all classes relatively in the same 
position as that in which we found them. ' Now, if there were any such princi-
ple (which I doubt) I do not see how we have del)aded from it, for we 
found direct taxation in existence for a decade of years, with n very short break. 
But I must disavow any such principle. Why are ,ve to ~eave every class i!l 
~elativeiy the s~me position as that in which we found it? On the contrary, if 
we see some classes too lightly taxed, and others too hardly pressed, we are not 
to leave them in relatively the same position, but we al'O to endeavour to 
rzdress the balance. ' 

My hon'ble friend, alluding to the loans raised in England, says that these 
transactions should not be initiated and carried through by the Secretary of State 
save on the express requisition of the Government of India. May I remind 
tlie Oouncil that the Secretary of State, besides the controlling authority which 
he possesses in all financial matters, is specially authorizecl by Act of Parlin-
~e,nt to contract these loana. 

I aoknowledge the remark which my hon'ble friend is good enough to 
make, that the budget is "pre-eminently framcd for safety." And that the 
statement is (as he is pleased to say) "admirably .. drawn up." I am glad that 
be admits the rule that all ordinary expenditure must be charge(l against 
reveJ?-ue : though I might differ with him as to whether certain items should or 
should not be considered ordinary. 

I must now remark on some points in the speech of His Honour the Lieute-
nant Governor of Bengal. I understand him to mean that the direct taxes 
often recommended by local authorities are roally ro~gh income-taxes; 'and 
that sometimes such authorities even 1'eeommend the levy of a regular income-
tax for local revenue. If I understand him rightly, I fully concur with him. 
I believe that the real drift of locall'ecommendations is that just described. And 
such recommendations involve an inconsistency in principle, in that local 
authoritics ~ometimes condemn income-tax for impcrial purposes, while they 
1'ecommend 1t for local purposes; though, of course, it is much the same to 
the tax-payer whether he pays it for the one or for the other. And this weakens 
my faith in the principles so often l~rgecl agains~ the retention of the income-tax. 
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TInt ,His Honour procceded to make some gcneral remarks which, to my 
apprehension, .amount to this, that ineo~ne froUl trades and 11rofessions should 
be assessed more leniently to income-tax, than income from propcrty. Whethel' 
His Honour intended this p~·ecise nleaning to be attached 01' 110t to his remarks, 
I affirm: that if any attcmpt wero made to give practical effect to them, tho 
result must bo such as I have deseribcd. So the real point is, shall we try to 
tax trades and professions more lightly thau property? I am not 11repared now 
to recommend this. Thc point would rcally lead to n.rcvival of a eontroyersy worn 
thread-bn.re in England, after which it has been definitely settled that 110 such 
distinction can practically bo drn.wn. The attempt to make such a distinction 
would be just as embn.rrassing in Indin. as in any country; for the illll11edin.te 
tendency would be to favor those kinds of incomo in which the goyerning 
classes in India aro concerned, and to press more strictly on propcrty in which 
the natives of India are concerned; and thus questions would bo raised which 
we had better ayoid. 

There is one question put by His Honour which I shall answer in a. word. 
lle asks, why are our loans mised in England instead of in India? I cannot 
here enter into the political consideration involved in the matter. But, on 
the financial consideration, I have to answer that the loans are raised in Eng-
land because it is fonnd financially more advantageous to raise them thero 
than in India. 

I must bl'iefly advert to one or two points in the speecll of Colonel the 
lIon'ble R. Strachey. The drift of his exposition is, that the Public Works ex-
penditure has not been the main cause of our deficits, but that the real cause 
has been the increase of purely Civil expenditure, which he makes ont 'to have 
increased by 5t millions in the last ten years. Now, I concul'with my hon'bla 
friend in not attributing the deficits to the Publb Works expenditure alone. But 
1 certainly maintain that n.mong several causes, the Pnblio 'Yorks e:::pellditure 
was one. Also I consider that to say that tho Civil expenditure has illcreasell 
by 5l millions is apt to convcy an exaggernted idea. This is made ont, of course, 
by taking the said expenditme gross, which method leads to erroneous notions; 
inasmuch as the gross expenditme. includes much of nominal incrcase, which 
is balanced by corresponding increase on the receipt side. I shall by way of 
'illustration give some figures which show a very different view. The net cxpcn-
diture ou the administratiye heads proper was, in 18GI-G2, £6,858,GOO, and in. 
1868-69, £8,465,237, being an increase of only £1,606,637 -not perhaps an exces-
sive increase when all thnt was done for ihe improvement of the administration in 
those years is remembered. The net expenditure on Public 'Yorks Ordinary was, 
in 1861-62, £3,693,208, in 1868·GO, £6,002,834, being an increase of £2,309,626. 
The percentage on the net revenue of the expenditure on Public 'Yorks Ordinary 
was, in 1861.62, 10'86, in 1868-69, 16·81. Thc perccntage of the same expen-

y 
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. diture "00' ,the net (I'v(tilable revcnue, that is, net revenue minns the first 
chal:ges for interest and pensions w~s, in 1861-62, 13'01, in 1868-69; 20'71. 

"!-." • • 

I concur so' much with what ha~ faUeri from my hon'ble colleagues, 
" General Noi'man, ~fl'. Stephen, lIr. Strachey, an(l His Lordship the Com-
, ~u~hde~:-in-Chief, thnt I'need not ad,ert further to their speeches. 

, Before concluding, however, I shall touch. on a memorial from the British 
i Indi~~ Association~ which has just been put into my hands. The memorial 
cont.'\~ns many things on which I cannot now st?P to enter. But there are two 
points: in it which I cannot pass over. The Association recommends that we 
should appropriate 0. part (two millions) of our cash balances of 1870-71 as 
l'eceipts or income for 1871·72, and by this accession of resource, stavo off tho 
necessity of imposing an income-tax I This is to my apprehension thc real 
meaning re(luced to plain words. I must say that to do this wonld be to do that 
which wO,ulel be contrary to fact, opposed to financial principle, impossible under 
the system of national account, and subversive of public credit. There wonld 
bo all these objections even if the cash babnces were all our own. But are they 
all ~ml' own? Hardly so. For they consist partly of deposits belonging to va-
rious parties and interests, such as the Local Funds, the Civil and Military Fonds, 
the Judicial and Admiuistrative Departments, the Railway Department, and 
~~.' " 

The' other point is this. The Association say in" effect, as I understand 
them, that io this Budget we remit income-tax with the one haml while we im pose 
local taxation with tho other~a process which will not much benefit the people 
of India. I cannot acknowledge the justness of any such view. What are the 
facts? We remit on the 'me hand u11wards of £1,475,000 of income-tax. We 
cause the Local Governments to impose local taxation at the very outside to an 
amount of £330,000, which will probably dwindle down actually to £130,000. 
In the one case the balance in favor of the 'people would be £1,120,000, in 
the other case £1,320,000. In the face of this, it cannot be. correctly· said 
that the Budget fails to benefit largely the people of India. 

And now; my Lord, I must conclude what is perhaps a. very contro-
versial speech. If my rejoinders have been made with some degree of 
stringency," I hope that lIon'ble :Members will be good enough to 
forgive me, remelll~ering that I have been replying to strictures made 
from the opposite side, and that the questions at issue are urgent." , 

Hrs EXCELLENCY 'fnE Pr..ESIDEN'f said,-" It was my intention to exprcss my 
views on this vcry important matter which has been (liscussed today, and' out of 
r!!spect to my colleagues to have offered some observations to tho Council on the 
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debate that 1ms taken place; but I am sure the Council will sec that, after .the 
discussion has lasted SeYCll homs, it ,,"ouM be unfair to myself, and equally 
unfrdr to my wcaricd colleagues, if I proceeded to say what I am most desirous 
of saying with regard to the general financial condition of thc country, and of 
the proposals of the Government. 

I therefore hope that I may be permitted to postpone to a futuro stage of 
the Bill the rcmarks' I have to make. 

With regarcl to the rcquest madc hy my hon'ble frienel, Mr. Cowic, that I 
sllOuld anthorise some. suspcnsion of the Rule which would cnablo him to moyo 
two amendments in the clauses of this Bill, I have to say that I wouM be glad to 
comply with the Hon'ble :Member's wishes; but there is no Rule which I could 
suspend that "oul(l enable him to effect his olJjeet. 

The 11l'oeeeding which we arc engagell in toCla~T, is the discussion of a 
measure on its principle, and, as a whole, in fact, it partakes of the nature of a 
discussion on the second reading of a Bill in Parliament. 

It is therefore quite impossible for me to suspencl any Rule which woulcl 
enable an Hon'ble Member, consistently ,,-ith the general course of business ill 
this Council, to move an amendment on a particular clause such as my hon'ble 
friend, Mr. Cowie, proposes. 

The clen.r intention of the Rulcs which goyern our procedlU·c in these cases 
is, that we should discuss fully thc prillcil)les of the mcasure at this stage, and 
that we should not consider or attcmpt to amend its details until the Bill has 
been thoroughly discussed in Committee. 

There is only one remark which I wish to make, because it may influence 
votes, and that is, with regard to what :Mr. Bullen Smith saiclin reference to the 
term and tho permanency of tlus measure. 

The question, whether or not it woulel be desirable to put any term to the 
operation of the Bill, was very carefully considered. 

W c decided that it was better not to limit its operation to. any part.icular 
term; but, in doing so, we wished it distinctly to 1m understoocl that that did 
.D.ot prejudge or indicate any foregone opinion on om part as to the permanency 
of the measure. 

Last year, we proposecl tho incomc·tn.x at a high rate, for a specific hut 
teml}orary purpose. 

Thc country was in great financial difficulty, and we considered tlmt tho 
course wo took was the only means at om clisposal for extricating the Empire 
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froillthose di~culties .. We distinctly stated that t.he income.-t..'tx of last year 
. was thCl'cfore to beeonsiMi:cd ·as· a' temporary meaSlU'e, adopted for -a special 
p~r~oso: ·It lULs done its -work, and the circull1stan~es of the case are·now 

,,"wholly changed .. 

·Wo do not propose an income-tax this year as a relief for any inmlediate 
'or ilassing financial difficulty, but, ~n the other· hand, we d~ not offer any opinion 
as to whether it ought 01' ought not to be continued as a permanent part of our : Feat systern,. - . 

• 

All I can say is, that I t.111nk the Government and this Counoil o'ught to 
have an opportunity of fully considering the, claims for relief of those other 
interests which must be eonsiuere(l as competing with the income-tax. in regard 
to the reduction of bUl'den. 

If happily, next year, the financial position of the country enabies us to 
consider a f\.U'ther reduction of taxation, it will then be our duty to consider 
calmly and fairly those interests which have been referred to today, and it will 
be for us to decide whether we shall recommend the continuance of the income-
tax, . or thc reduction of other b\.U'dens, for instance, the export .. duti~, or the 
transport-duty on _sugar whioh is levied on our own Customs line. 

All we have done is to leave the matter perfeotly open, to be dealt with next 
year as circumstances may l;equire. 

-I have'made these remarks, because, frpm what has fallen from my hon'ble 
friend, Mr. Bullen Smith, it may be conceived that the Government entertain a 
fixed opinion that, under any circumstances, the income-ta.""{ should be retained 
a~ ti permanent portion of ')ur fiscal system." 

The following Select Committees were named :-:-

On the Bill to provide for the survey of steal:ll vessels in the Port of Ran-
goon-The IIon'ble :Messrs. Stephen and Cockerell .. and the Mover. 

On the Bill for imposing duties on income-The Hon'ble Messrs. Stephen, 
Chapman, Bullen Smith, Cockerell, Inglis, Cowie anel Robinson, an~ the :!Iover. 

The Council adjourned to Saturclay, the 18th lIIarch 18'11. 

CALCU'l~l'A, .} 
The 17 tl, March 1871. 

1VHITLEY STOKES, 
SeC!!. to the Govt~ qf In,dill. 

. Offit.:e of Supdt. GOft. P:ln:'iog.-Na. 9170 L. C.-::e.a.71.-=-UO. 




