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Abstract of the Proceedings of the Council of the Governor General of India,
assembled Jor the purpose of making Laws and Begulations under the pro-
vmm Qf the Act qf Parlsammt 24 & 25 Vi, cap. 67.

The Oouncil'm_et at Gov'rernment House on Monday, the 11th January, 1886.

PrESENT:

- His Exeellency the Vloemy and Governor Genernl of India, x.P., G.C, n..
' 6.0.M.G., G.M.8.1.,, G.M.LE., P.C., presiding.
His Honour the Llentenant-Governor of Bengal, k.C.8.1, C. LE.
The Hon'ble~C. P. Ilbert, C.8.I., C.LE,
The Hon’ble*Sir 8. O. Bayley, K.0.8.1., C.LE.
The Hon'ble .T. C. Hope, ¢.8.1., C.LB.
The Hon’ble Su A. Oolvin, k.c.M.G., C.LB.
The Hon’ble H. J. Rey'nolds O.8.I.
. The Hon’ble Rao Saheb Vishvanath Narayan Mandlik, c.s.1.
The Hon’ble Pedri Mohan Mukerji.
: Th.e Hon’ble H. 8t.A. Goodrich.
The_ Hon’ble G. H. P. Evans.
The Hon’ble J. W. Quinton.
The Hon’ble R. Steel.
The Hon’ble W. W. Hunter, 0.8.1.,, C.LE., LL.D.

LICENSE TAX AMENDMENT BILL, 1886.

The Hon’ble 8 A. CoLviN moved that the Bill for imposing a tax on
income derived from sources other than agriculture be referred to a Select
Committee consisting of the Hon’ble Messrs. Ilbert, Hope, Quinton, Hunter
and Steel, the Hon'ble Rao Saheb Vishvanath Narayan Mandlik, the Hon'ble
Pedri Mohan Mukerji and the Mover, with instructions to submit their Report

on the 22nd instant.

The Hon’ble Mr. HUNTER said :—* My Lord, as I shall have an oppor-
tunity of expressing my views on the individual provisions of this Bill in
the Select Committes, I shall not at its present stage detain the Council at
any length. But on the introduction of the measure, your Excellency referred
in weighty and eloquent words to two subjects which have always seemed to me
of the highest importance, and in regard to which I entertain firm convictions.
The first of these subjects is the attitude of Native public opinion to the policy
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ot the Government The military precauhons taken by your Lordahlp 8 Govern-_
ment" in. the ‘early part of the year evoked an outburst of loyal support whlcl;_ )
créated a deep impression in Europe, and helped to still more closely knit.-
.together British and Feudatory India. . The military measures, daemed equa.lly&
mpemtwe by your Lordship’s. Goyernment towards the close of the yesr, have
. beencriticised by a section of the Native Press in a different spirit. The tru{;h' ;
is that, in the former case, the Native Press was cognisant of the facts of the
situation ; in the latter case it was not. Every Native journalist knows that -
the epoch-makmg invasions of India in the past have come from the north ;
and every great Native family and Feudatory Chief realises that any such
invasion in the present would mean the ruin of his house. With regard to
- the cperations in Burma, on the other hand, the facts were obscure and the
causes were practically unknown. The constitution and circumstances of the
‘Government of India almost preclude it from those prompt disolosures of its
grounds of action, which tend to keep public. opinion in  harmony with’ pu'bho
' polioy in other dapendenules of the British Crown. The Native Press has here
to grope its wdy amid false rumours and ambiguous voices, stumbling over
errors before it reaches the truth. Your Lordship’s declaration of policy
last Monday will, therefore, profoundly influence public ‘opinion throughout
India. For that declaration made it known that, quite apart from Palace
massacres or Court crimes, or internal misrule in Upper Burma, and only when
the future of a British province was seriously compromised, and after honest
and sincere endeavours at an amicable settlement had been frustrated by the

folly of the King, did your Lordship’s Government resort, as the last a.lbar-
native, to war..

* By the attitude of the Native community in this juncture it will here-
after be judged. A policy of wise preparation against external dangers has
been laid before it. The crisis of April placed the necessity of that policy
beyond doubt. Of the moderation and financial prudence with which the policy
is being conducted your Lordship’s speech contains convincing proofs. The
circumstance that, in the anxious moments of last summer, while every prepara-
tion was successfully made, yet not a regiment was mobilised nor a penny
spent except on precautionary measures, is a fact more significant to the tax-
payer than any pledges or promises. Nor less significant is the. fact that the
Government has had the courage to curtail the increase to the military forces
recommended by so sober-minded an adviser as the late Commander-in-Chief.
In so doing the Government sparcd the taxpayer by taking a very heavy
~~~~~ responsibility-on itself. .
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_ «During seven centuries India tried the opposite policy of non-prepara-
tion, with appalling results. Again and again its peaceful populations were
submerged beneath waves of foreign invasion. Those invasions came not only
from Central Asm into the Punjab, but from Burma into the Provinces of
Assam and Lower Bengal 1t should never be forgotten that on the map of
Bangal in the last century, vast districts, within 86 hours’ sail of Calcutta, and
now peopled by millions of prosperous cultivators, appear bare of villages, with
~ the terrible words written across them * Depopulated by the Maghs’ or Bur-
mese, In Northern India, dunng a short period of twenty-three years in the -
middle of the last century, six exterminating hosts from Persia and Afghanistan
swept across the country, leaving a broad tract of desolation to mark
their route. For the chronic state of unpreparedness which had cost India so
appalling a sum of human misery, the British Government substituted a policy
of preparation which from time to time imposes certain burdens. In the first
quarter of this century, that policy imposed a heavy burden to meet the
menaces of the greatest military Power then in Europe. In the fourth quarter
of the century, it is imposing a lighter burden to protect India against
possible danger from another great military European Power. And as the
' measures of Lord Wellesley postponed the danger from Franoe, till it passed
altogether away in the last generation, so may we, with a good confidence, look
forward to. similar results from your Lordship’s precautions against Russia in
our own day. I believe that the true issues have only to be understood by
the people of India in order that they shall gratefully accept the policy of the
Government, and bear, without a murmur, the burdens which it may impose.
Most of us have watched with interest the efforts lately made by Natives of
India to win their way into Parliament, and'I for one sincerely regret the
unfructuous result of their endeavours. But those results show that, in order
to obtain the suffrages of Englishmen, you must possess not only their
sympathy and goodwill, but also their more slowly granted confidence.
The Natives of India have now the opportunity of giving a conspicuous proof
that they cordially identify themselves with measures demanded for the safety
and integrity of the Empire, and that they cheerfully accept their share of the

burden which those measures involve.

““The other matter on which I should like to say a few words has reference
to the form in which the burden is to be imposed. Without raising questions
as to the abstract merits of direct or indirect taxation, I desire to express my
conviction that an income-tax is at present, snd has for some time been, the
only equitable form of new taxation in India. I agree with those Native
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wnters who have been urging, both in the ]uurnals nnd mmdependent treatlses, -
' "that an undue proportion of the revenue has, of late years, been raised from '
_u:nports falling heam]y on the lower cla.ssea The Finance Minister has ex- "
plained how the fiscal reforms of 1882, by drying up thé chief source of mcreased:
indirect taxation, brought the ‘cotmtry fageto face with direct taxation:* -The: -
“mdost prominent of those reforms; hamely, | the abolition'of ‘the import-duties, has.
also had the effect of disturbing the a.d;ust:ment of taxation between the nch
and the poor. For since the Indian cotton-mills 'bega.n to’ produce the coarser '
qualities of cloth on/a- great scale, and the duty was’ consequent]y restricted
to the higher qualities, the import-tariff acted to o large extent, although mnot
entirely, as’a taxon the well-to-do classes. The peasant, who requires a stout,
coarse garment which he can wash out every day when he bathesin the village-
tank, profited little by the abolition of the 1mport-duty on the finer s6irts of
piece-goods. I believe that an income-tax, moderate in amount, and lemed
by an efficient permanent staff, is not. merely the financial corollary of the

abolition of the import-duties, but that it will tend to a more equitable dmtn-
bution of the public burdens between the rich and poor. '

“T am aware how heavily the least additional pressure must at presentfn.ll .
on our own countrymen in Indis, struggling to maintain their position here,’
and to educate children at home, with a depreciated rupee. The sincere and
eloquent words of sympathy in your Lordship’s speech last Monday have gone
to many an Enghahman 8 heart. One sometimes hears it urged that the duty.
on liquors is in itself a sufficient contribution from the European community.
But it should be remembered that the duty on liquors, paid chiefly by Euro-
peans, yiclds but a small total sum as compared with the internal excise, paid
almost entirely by the Native population, and to a large extent by Natives of

the poorest class. If the import-duty on liquors amounted to £422 133 in
1888-84, the internal excise yielded £8,836,961.

“The only practicable alternative to an income-tax is an increase of the
salt-tax. Sir Auckland Colvin has shown that such an increase would fall
most heavily on the classes least able to bear it, and he has brought forward
other unanswerable arguments on the same side. , From my point of view
thero are two considerations which have a special cogency at present. Under
the new system of a moderate uniform rate of salt-duty, a gradually increasing
quantity of salt is being consumed. If that increased consumption is allowed
to reach its natural expansion undisturbed, a very small increase to the rate of
duty will, beforo many years elapse, yield a very large addition to the revenud.
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Moreover, the extension of railways will, before long, materially lighten the
actual burden of the salt-tax on the people in the interior of India. The cost
of the carriage of a ton of salt’ by railway is less by two annas a mile than
the cost of its carriage by cart. If the salt travels 450 miles, or less than the
distance from Calcutta to Benares, and much less than the distance from
Bombay to Négpur, the effect of this difference is to reduce the cost to the
consumer by more than the whole duty levied by Government. I may men-
tion that, incidentally following the reform of the salt duty in 1882, has been
a freer development of an important food-producing industry. More than one
hundred fish-curing yards under Government inspection have been established

- on the Madras coast. Last year they produced 20,000 tons, and this year their
outturn is estimated at 30,000 tons of whglésome food. I am aware that the
system of supplying cheap salt for fish-curing might still’ be followed. But
any change in a reformed system so recently established, and only gradually
developing its results, is to be deprecated. Apart from the undue pressure of
an increase in the salt-duty on the poor, there are important considerations
against any such increase at present.

« While, however, I believe that an income-tax is equitable in its
character, I acknowledge that it may prove most oppressive in its incidenco.
The odium which has attached to the successive Indian income-taxes is chiefly
due to the successive inquisitorial scrutinies required for their assessment. The
tax has been laid on with a pledge that it will be taken off in a year, or two, or

_ within a limited period, and an army of poorly paid officials has been let loose
upon the country, resolved to make the most for themselves out of the tem-
porary job. With continuity of assessment, and with moderation in assessment
by means of a permanent staff, much of this oppression has ceased. It is possible
to name districts in which the system of record is now so perfect as to have
almost put an end to oppression altogether. I observed, therefore, with satis-
faction that the present Bill was introduced without any pledge as to its
temporary duration. The Bill is so drawn that it will not become inoperative
by mere efflux of time. If the income-tax is to be hereafter abolished, it
must therefore be abolished by a deliberate Act of the legislature, and after a
public discussion of the whele facts. I sincerely hope that another period of
general remission of taxation, such as that of 1882, may again come to India.
But until that time arrives, I regard the continuous levy of a moderate income-
tax as one of the most equitable sources of Indian revenue.

«T gay this without pledging myself to all the details of the present Bill.
Those details will be dealt with in the Select Committee, I must, however, at
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‘once-express my regret that no deduction is allowed from the assessable income
for payments for life-insurance or deferred annuities: The English income-tax
1aw has long recognised the expediency of encouraging thrift by miking such
deductions. The present extension of the license-tax to the professional and .-

. official classes, whose brains are their sole stock-in-trade, and who have no good-

. will of a business to leave behind .them, seems to render ‘such a deduction

particularly necessary in India. The gradual disintegration of the joint Hindu
family, which acted as a minute mutual assurance company ’or Friendly
Society, points to the same conclusion. The exemption of payments for, life-
insurance should not, in my opinion, be left to executive rules, but should form
a part of the Act. Again, it is not clear to me at present why a clerk in a
Government office drawing Rs: 99 per mensem should be exempted from
income-tax on his salary, while a clerk drawing the same amount in a bank or
merchant’s office should have to pay. The responsibilities of émployers for
collecting the income-tax from their servants; and especially .the responsibi-
lities imposed by the Bill on'shipping agents and companies, also seem “in
some respects to require elucidation or modification.

“In conclusion, Idesire to express my sense of the simplification which
this Bill effects in the Indian law, and of its perspicacious brevity as compared
with the English Income-tax Acts. I have been lately trymg to understand
the legal enactments under which the income-tax is levied in England. In
Mr. Dowell’s work on the subject published in 1874, the Income-tax Acts
number fifty, and their text fills 326 pages. To these are appended extracts _

from elghteen other Statutes occupymg another 120 pages, and reqmmte for a .

oomplete comprehension of the law. Instead of this voluminous compllat.mn,

and in place of the six'enactments which have hitherto regulated the license-
tax in India, the whole subject-matter is here embodied in one compact Bill. ”

The Hon'ble M. STEEL said :—"*The country will sympathize with your -
Lordship’s Government in the mortifying necessity that, while you have so
favourable an account to give of the revenue, you should be compelled to resort
to fresh taxation. And, if such taxation is required for the well-being of the
State, you may rely that a Joyal and reasonable community will respond cheer-
fully to the sacrifice demanded from it. I trust it is not necessary for me to

disolaim on behalf of Anglo-Indians the application to them of my hon’ble
friend’s sarcastio reference to ¢ those who are willing to transfer to others their
share of misfortune.” Such will not be our attitude. We are suffering excep-
tionally, in a period of general prosperity,—some of us from deteriorated invest-

p———

monts, othérs fiom depreciated exchange, and many of us from the excessive
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competition which renders the struggle for existence keener and keener as years
go by,—but we are'all ready to bear our fair share of the burdens of the State.
'With regard to the necessity for great additional expenditure, I have little to
say. Your Lordship’s speech set forth, in stirring and weighty terms, the para-
mount duty which devolved upon you of strengthening and consolidating our
military resources. The country distinctly recognises the need of placing India in
a position where her safety is assured, not by treaties or arrangements with others,
but by her own commanding strength. ‘ When the strong man armed keepeth
his palace, his goods are in peace.’ This attitude must be ours. You have
described to us the means you have adopted with this end in view, and we
approve of your fortresses, your frontier railways, and your additions to the
army. We believe the expenditure is indispensable and are ready to pay the
bill. We note with satisfaction the promise of a Commission to insure due
economy of our resources, and take leave to remind you of an important eco-
nomy, combined with increased efficiency, which may be attained by following
the advice of the Army Commission, from whose report so much was expected.

“ Having thus admitted the necessity of expenditure, I agree heartily with
the hon’ble member in repudiating the cowardly suggestion that in a period of
general prosperity we should provide for our present requirements by borrow-
ing. Nothing but overwhelming necessity can justify such an improvident
expedient. I use the same terms with regard to our reserve for famine. The
policy of which that reserve was the outcome was the subject of careful and
anxious thought and deliberate determination. "We must pursue the path until
we have attained the goal in view. When introducing this Bill the hon’ble
member devoted the earlier part of his speech to a comparison of the budget-
estimates of the last three years with the income actually obtained from exist-
ing sources of revenue. He demonstrated to the satisfaction of the country
the elastic and expansive character of its resources, and silenced those dismal
forebodings of financial ruin periodically launched from the platform and the
Press. He produced evidence of the advancing prosperity of India under
British rule, and satisfied the world that our consistent cfforts to improve the
condition of the people are achieving the results to be anticipated from them.
The hon’ble member estimates that existing sources of revenue will defray the
expenditure of the country with the exception of a sum of £700,000, most of
which he now proposes to raise by this Bill. I will here express the opinion
that his estimate of revenue is by no means too sanguine. On the contrary,
I confidently expect that at the conclusion of the financial year we shall have
to congratulate him on a surplus as great as the average of the past three years.
This bappy result I look for partly from the bounteous harvest of which we
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. have every proapect and partly because I cannot agree with the gloomy vlew
‘taken by my bon’ble friend and shared by your Lordship of the effect on our- .
' yévenue to be anticipated from the depreciated exchange which he 'assumes as'., ;
_ the basis of his calculat.lona Althoygh I feel some reluctance to entar ,upon '
%hu intricate and difficult subject, its lmportance is so great that I must..
' support my views by argument. . A change in. the relative value of the precious
metals, which is the.cause of our fluctuating exchange, neither.'increases nor. -
diminishes * the’ material . wealth of the world." - The change merely involves & -
transfer from one hand to another. Some must gain by every fluctuation;:
and what some gain others must lose. If the value of silver declines, the
losers are the owners and producers of the metal, and those to whom obliga-
tions are due in silver currency. The gainers are the consumers and debtors,
India must “belong to’ one of these two classes, and no argument is necessary
to prove that she does belong to the latter. But, while I cannot expect that
the hon'ble member will contest this general propos:tmn, Iam prepa.red to
hear him argue that the gain to the national resources may be concurrent with
the loss to the Exchequer which he foreshadows in his speech. - This view
will be supported by the following argument. . The fall of exchange causes
a direct loss on the payment of home chargea in gold. At the same time, if
we do not increase our land-revenue with each depreciation of our currency
‘the adva.ntage all goes to the landholders, and if we do not increase our salt-
tax the gain goes to the consumer and not {o the Government. All this is
true, but I reply that other important elements of the question are left out of
consideration. ‘When the purchasing power of silver declines, we obtain a
higher price for Bengal opium. I conﬁdently assert that from this source
alone we recoup ourselves for one-half of our loss on home charges. There is
another important item of gain. A fall in exchange, when accompamed by no
corresponding advance in rents or in cost of transport, is an immense stimulus
to exports, and increases the income of Government railways, Here, my
Lord, we find an explanation of our surpluses. Our budgets have brought
into account all the losses which arise from falling exchange, but have failed
to take credit for the compensating gains which must accompany them.
Holding. these views, I expect in the coming financial year a large surplus
over the estimate of revenue which has been put be

_ fore us. I state |
however, rather as a cause of satisfaction than complaint, i,

I loak upon it as
the duty of Government to provide in prosperous times a very

safe mar, f
income over expenditure. gin o

“I now come to the main topio of debate. Does this Bill provide t].le
-~ best means of raising the additional revenue we require? The hon’ble member
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" has told us that he expects to have to defend his Bill against champions armed
with the rusty and obsolete weapons of antiquity. If there be any such, I have
not enlisted in their ranks. I have not been compelled, like my hon’ble friend,
by either duty or molmatlon to ransack the records of past years. I can
trge upon the Council nothing more venerable than contemporary public
oplmon, and I am happy. to say that the views I will expross are sanctioned
by the approval of the leading representatives of commerce in this city.

“ Thp first principle of a proper system of taxation is that it should be
fair in its incidence, apd the second that no unnccessary wastage should be
involved in collection. DBesides theso it is obvious that the form of taxation
should cause no unnecessary oppression or irritation, and should be framed in
accordance with the wishes and even the prejudices of the people. Judged Ly
£his standard, direct taxation is less suited to this country than indirect taxa-
tlon, if only we could insure that the latter could be made to fall equally u pon
the various sections of the community. DBut as it appears that no indirect form of
taxation can be devised which will obtain from a certain class their proper con-
tribution, I must express my approval of a system of mixed direct and indirect
taxation. As-the choice lies, therefore, between the license-tax and an income-
tax, I unhesitatingly prefer the latter. The license-tax was grossly unfair in
its incidence. The big fish broke through, while the small were caught in the
pet. This Income-tax Bill is at least intended to bo fair. I believe some of its
details are quite unworkable, but theso may be amended in Committee; and if
the Committee can secure that the means and instruments provided for carry-
ing the Bill into effect are calculated to cause neither oppression nor needless
‘irritation, I will be content with it. My hon'ble friend will look upon me as
another Balaam if I agree with him any further; and I must now attack him on’

his vulnerable side.

“ T must protest in the strongest terms against any budget which does
not redress the crying evil of our financial system. The hon’ble member will
anticipate me. I refer to the export-duty on rice. To my mind it geems
inconceivable that such an objectionable impost should be preserved in
-eny ocivilized country. An export-duty on raw produce, and that produce
the food of the people! With all our study of economics, can we do no
‘better than this? It is as hurtful in practice as vicious in principle. Who
would dream of an export-duty on wheat ? In principle there is no diffor-
ence. Lot us consider its cffcct, An export-duty of 10 shillings per ton
is equal to o percentage ranging from 5 to 10 upon its value. It ahgo-

lately shuts out the grain from important consumption for distilling and
[+]
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duction of the prinoipal agmcuftum! produot of Bengal and .&;rm st the
dast of the agricultural- and Iabouring ' tlasses. By checking the produo-
* tion_ of rice it diminishes the réserves to which ‘we must look -in case of scarott.?
" and famine. ~ I look upon this rice-tax as.the very worst possible source of
"revenue which could be deyised, and eannot approve any budget which .does
"ot get rid of it, even at the cost of fresh taxation. I have been informed that
“of'the sbundant harvest of 1882 tpnch rioe was setually allowed to rot upon
the ground because not worth the cost of saving, which but for this duty
might have been proﬂta'bly saved and shipped. But it is not sufficient o prove
that a tax is objectionable unless 1 can pronde a less objectionable substitate ;.
and this condition I will endeavour to fulfil. I propose that the £800,000
required for the remission of the nce-duty be provided from other indirect
taxation. As the import-duty on textile fabrica has been mentioned in thia
- debate, I may as well say at once that, while this source of revenue should
never have been abandoned while another more objectionable remained, still
what has been done cannot be recalled. We must then look to the salt-tax,
- and I propose by rmsmg this four annas per maund to obtain the sum, which we
should remit on rice. Now, I am well aware that to touch the salt-duty may
be condemned in certain quarters, and I must therefore support my position
by an examination of the incidence of the salt-tax. It has been abused by
some, because it affects the working classes. Unlessit affects them unfairly
I look upon this as a merit. I need not protest in this assembly against the
socialistic notion that the working classes should contribute nothing to the
State. I propose to show that it falls so lightly upon the people as to be
practically unfelt. When Major Baring reduced the tax-to Rs, 3 per maund
he specially reserved the probability that the tax must be raised if exohange
declined. Exchange has since declingd 10 per cent. The cost of salt to the
consumer is about Rs. 5 per maund, and the increase I suggest is & per cent. on
this price, leaving the consumer b per cent. better off than he was before. But
it is necessary for the purpose of refuting objections to show how the tax really
 falls upon the people.. The labouring classes supply themselves with salt by purs
chasing bi-weekly from the village-shops. Their requirements for a year are
- then divided over 104 portions. The incidence of the duty is four annas per
head, any 4} penoe sterling, per annum, The quantity purchased on each occasion
is 80 small that it is not even weighed, but is given to the purchaser in a rough
pinch or handful. Its value is so small that it is not possible to represe.nf it
by the smallest coin of the realm, but is paid for in cawries, 1o speak of such
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a tax as oppressive is a misuse of terms. It has never been complained of by
“any one except exotic philanthropists, and in raising it a half-penny per
head per annum I think weshould harm nocne. It is my honest conviotion
that the peasant has never yet discovered that the tax has been reduced, and
that he will neither- know nor feel this small advance. The hon’ble member
believes that the increased consumption of salt has been caused by the reduc-
tion of duty. I believe he is mistaken. I believe the increase is due to the
increment of population, the great extension and cheapening of the means of
transport, and above all to the abolition of the customs-line. I beg to assure
the Council that I do not propound these views as my own. They have been
pressed upon me by the Committee of the Chamber of Commerce and others of
our most influential fellow-citizens. I hold in my hand a statement of the im-
ports of Liverpool sal{“into Caloutta during the last ten years. The figures con-
cerning all India are not in my possession, but this statement shows some cu-
rious facts regarding the salt consumption of Bengal. The largest increase of
the decade was in 1876. There was no reduction of duty that year, but the
consumption rose 13 per cent. After the reduction of 1882, the consumption
rose 74 per cent. in 1883, and of this increase 14 per cent. was lost in the fol-
lowing year. My conclusion from all this fs that we should do a service to
the country in gemeral, and the poor in particular, by taking the duty off rice
and adding four annas per maund to the salt-duty. I would recommend this,
my Lord, from a consideration which, I hope, may influence you as a statesman
aud man of the world. If the salt-duty is ever to be raised, the objections to
it will gain force unless it is done on an oecasion like the present, when you

are imposing direct taxation.

'

$¢ Before concluding, my Lord, I must address myself to another sub-
ject which appears to me fto demand a change of system in our finance
which would resylt in an important economy of the resources of the na-
tion. The recent Government loans for public works have heen raised in
Bngland, which is the cheapest market; and although this course has been
made the subject of needless apology we may hope that the wasteful and extra-
yagant system of borrowing in India will not be resumed. But unfortunately
Government has expressed its intention to require that all loans for local and
municipal purposes, such as the docks ¢f Calcutta and Bombay, must be raised in
India. T must protest against a system so generally condemned being ap-
plied even in this partial manner. We can borrow money in England 1
per cent. cheaper than in India, involving a saving of 3ths of the ontire
charge of interest. The only possible justification for accepting such a loss
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st be the reasonable fear of a further ext.mordmnry decline in mlver The

' i-.'fall represented by this difference is Irom 15. 6d. to 1s. 2d. the rupee Now,_-

K a.lt,b.migh no one can tell what may ‘be the course of the silver- market, qnd E

-a1though a further fall seems probable at present, we can pref,ty safely assume "

b

8 1limit to the possible continuous-rate of -decline. An adeguate and detmled-

demonstmtlon would fill 'a volume, but I think T-can prove enough for my

“’purpose ixi a few words. “The amount of silver bullion and .coin in the ‘world
is  about 700 millions. -The annual productmn is 23 mﬂhona, of which 8
millions ‘aré absorbed by arts-and manufactures and the ‘wear of coin. There -
remains annually 15 millions ‘available for coinage.” Assuming an extreme ,
pessimist view, the decline in' the value of the coin cannot exceed the propor-
tion of its increase in quantity. The 715 millions of one year must be worth
at’least as much as-the 700 millions of the year before. On.this basis the con-

- tinuous average decline cannot be more than 1d. per ounce or §d. per Tupee.
But: while the fall -cannot be more than this, there are many reasons why it
cannot be so much. The specie requirements of India and China must increase ;
and a. great fall in value must produce an effect on production. If exchange
falls ' steadily. ﬂd. every year for ten years, it will come down from } to §, but

“in the meantime we should benefit for ten years by borrowing in England to

the extent of $ths of our interest charges. I do mot pretend that this is a
scientific treatment of a complex problem, as the fluctuation in value of the
precious metals is affected by appreciation of gold as well as by depreciation of
silver. Having regard, however, to conditions of time and place, I put forward
“these observations as sufficient proof of the correctness of the general view that
every loan effected in India involves an extravagant waste of our resources.”

The Hon'ble ME. QUINTON said :—“ I do not propose to follow my hon’ble
friend who has just spoken in his criticism of the budget, in the objections he
has urged to’the export-duties on rice, and in his proposal to substitute for
them an increased rate of duty on salt. It appears to me that the functions of
this Council when discussing a Tax Bill on an occasion like the present are
similar to those of the House of Lords at home when de‘batmg a Money -Bill
sent up by the House of Commons. We must either accept or.reject it as a
whole.. The members of this Council, excluding the members of the Execu-
tive Government, have neither the knowledge nor the information which would
warrant them in forcing on schemes of their own in preference to those laid
before them on the responalbﬂlty of the Government of India. One remark of
the hon’ble member I cannot however pass unnoticed. e observed that an
increase to the rate of duty on salt would affect the consumer mapprecmbly.

s o e e & S

-
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The controversy is not & new one, but I am old enough to remember an enquiry
made on this point in Oudh some 20 years ago, thoresult of which was, to the
best of my recollection, that an increase to the rate then existing would unduly
straiton the means of the people to supply themselves with a sufficiency of an
article esséntial to their health and, what to an agricultural community is

almost equa.]ly necessary, to the health of their cattle.

“I now pass on to the subject immediately before us. The speeches of
your Lordship and 8ir Auckland Colvin at the last meeting of this Council must
satisfy us that, owing to causes over which the Government of India have had
but slight control, the current financial resources of the State have become
inadequate to the demands made upon them in order to secure the welfare and
safety of Bpitish India. The continued fall in the price of silver, coupled with
theincreased military charges, has proved to be too great a strain on the ordinary

revenue.

“ We must also accept—and I for one most thoroughly acquiesce in them—
the reasons which prevented the Government of India from retracing its steps
and reimiposing the customs-duties abolished in 1882, from increasing the rate
of the salt-tax, or from borrowing to satisfy our. present wants. Your Excel-
lency has assured us that measures of economy have not been lost sight of, but
that, before they can be fully considered and carried into effect, the finances
must be otherwise recruited. It would be impossible without deranging the
whole administration throughout the Empire to use the shears to such an extent
as to fill up immediately the deficit now before us.

. ““These things being so, but little choice was left to the Government as
to the means they should adopt to put the finances on a sound footing, and the
proposals now made seem to me cautious, adequate and founded on unassailable
principles. As stated by my hon’ble friend, the Finance Member, it has been
clear for some time back to careful observers of the management of the
finances that an income-tax in some shape or other was steadily approaching,
and we have not been startled by any sudden apparition, nor have we, as on a
former occasion, had a mine sprung upon us in the shape of a demand for a
doubled income-tax in the middle of the year. The Bill on the table regulates,
equalises and extends an existing tax, and will take effect from the date when

such measures usually come into force. ‘
“ Your Excellency and my hon’ble friend have also left nothing to be sajd

on the fairness and decency of requiring those classes who benefit most by
our rule in India to contribute to its support. The opponcnts of direct taxation

D
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' ara eloquent on the abuses which are, they say, msepa.rable from such a system of

R

.tﬁxatmn in India, and are eager in their desire to prove the faclhty with whlch_-? ;
‘aﬂdltmns.l taxation can be imposed on the land. Like the lawyers 6f J erusalem, -
-'-I,,they would load others with burdens grievons to be borne, and they themselvea '

- ;t°110h not the burdena’ mth one of theu- ‘ﬁngers.

“ Hn.pplly the n.rgumenta from abuses, such as they were, against the |

former income-tax lose much' of their force when directed against the Bill,

The. hoema-tax is & much narrower . mea.sure, ‘and does not touch - the agn v

cultural and labouring classes, who already pay & fair share towards the
expenses of this Government; it has been in operation for several years; the
administration of it has year by year become more careful and complete;

the machinery for carrying it out has been rendered more effective; the super- ,

vising agencies more skilful in detecting oppression and abuses, and the persons
affected by it better acquainted with the means of securing a remedy agmmt
; _unfm asseasmenta

T« Bpea]cmg for the Provinces of which I have most experience, I- feel

justified in saying that the tax is assessed and collected with as little pressure _

and abuse as it is possible to expect in levying any such impost.

“The license-tax in its present form, however, yields a sum insufficient
for our needs, and is open to one great objection of principle already alluded to
by my hon'ble friend who preceded me, namely, that 'beyond a certain point
the richer a man is the smaller is the proportion of his income that it takes
-from him. He whose profits are counted by lakhs pays exactly the same as
he whose annual income is Rs. 26,000. . This anomaly the Bill will remove
by regulating more fairly the contributions of the wealthy towards t.he sup-
port of the Government to which they owe their prosperity.

“On the other hand, by maintaining a rough classificafion of small incomes
for the purposes of assessing the tax, the Bill removes the necessity for inqui-
sitorial proceedings in such cases, and lessens the opportunities for extortion
and oppresaion by subordinate officials. The wealthy are able to take care of

themselves, where humbler men would submit to unjust and vexatious exac..
tions.

“ But, my Lord, while approving altogether of the principle of the Bill,
and prepared to support the Motion that it should be referred to the Select Com-
mittee, T must express my rogret that it is considered necessary, on what are no
- doubt strong grounds, to limit the number of classes exempted from its operation,
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and thereby to curtail still further the incomes of Anglo-Indians of small

"or moderate means who are suffering so severely from the state of the exchange
with Europe. . The Native of India may, as is stated by many and by the

"high authority of my hon’ble friend on my right (Mr. Steel), be a gainer by
the fall in the value of silver, and share in the increased prosperity of the
country which it is alleged has been thereby brought about; but for the
Anglo-Indian on a small income there is no such compensation. He must,
if married as most are, remit to England for the members of his family whom
sickness sends home from this country, or for the education of his children, &
considérable proportion of his income. On that sum, be it great or small, the
present depreciated value of silver involves a tax of over 30 per cent., and his
income is diminished accordingly. The residue can ill bear a further deduction
such as is imposed by the present Bill. Owing to the deductions from his
income made by the fall of exchange on the one hand and the Bill on the other,
his position will be one of unmerited hardship. He will be ground down
between the upper and the nether millstone; and I hope that your Lordship
in Council, though you have been unable to except the class to which I am
referring from their liability to a general tax on incomes, may see fit to devise
some means of mitigating the hardship they must otherwise undergo.”

The Hon'ble Mg. Evans said :— I have nothing to add to what had been
said by my hon’ble friend Mr. Steel as to the attitude of Englishmen in India
as regards this taxation. We have not flinched, and shall never flinch, from any
burden which we see to be necessary for the maintenance of the Indian Emplre
I am satisfied that the £860,000 must be raised, and that there is no other
feasible means of raising it except the one proposed by the Government, and I
therefore do not object to the tax nor do I deny tlmt it is just and equitable in
principle.

“But I wish to point out to the Council that an income-tax in India
is not the powerful instrument which an income-tax in Engln.nd is, nor an instru-
ment suited to the country or easily to be worked, and that we cannot trust it to
meet the deficits which threaten constantly to recur from the fall of silver.

““ It is almost impossible to get the traders of an Eastern country like India to
make anytlung like a correct return of the fluctuating yearly profits of their trade,
This arises from no viciousness of their nature, for they are just and honest in their
dealings with each other, but from the old fixed idea, generated by centuries of
oppression, that sclf-prescrvation requires that they should conceal their
profits from Government and all outsiders. As it is useless to call for returns
from them or to assess on the basis of such returns if sent in, the Collector
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.must assess at his dlsoretmn 'I‘o obtain the necessary information the Gol- .
lector must employ agency untrustworthy and corrupt. This will result in
much - bribery and much extortion and oppression. There will be a vast differ-
'enoe between the a.mount of money wh:ch leaves the pockets of the people and the
_,amount which ﬂnda 1ts way into. the Treasury. _ That the compara.hvaly ‘small
*sum o6f money now reqmred can be raised by thJa means I do not- doubt; but
unless extreme discretion and tact be exercised in the working of this tax, it
will create a maximum of irritation with a minimum * of \resu]hs The great
difficulty of mtroducmg and wor'lung such a tax as this in an Eastern
country, the great danger of oppression by agents open to bribes, is so
cvidently present to the minds of the Finance Minister and your Excel-
lency, that 1 need not enlarge upon them. I will only say that this tax-
is & reed which it will be dangerous and unsafe to lean too heavily on.

“I am not unmindful that the license-tax bas been in existence for some

~ time, but I doubt if its working can be called satisfactory in Bengal; but the

existence of the license-tax does no doubt render easier the introduction of this

more extended system ; and it may be that if this tax is worked in the duechon

of lemency and without too many changes of assesement,—for change and
unrest is of all things most abhorrent to the Eastern mind,—the people will

settle down under it. But to attempt to make it yield its fullest results will

be disastrous, and this tax will, I fear, never occupy the same place in our
system as its namesake does in England.

. “Possibly something may be done in future to make the death or succession
duties more profitable by depriving those who do not take out letters of adminis-
tration to the whole estate of the benefits of the legal machinéry of our Courts.

But this subject is beset with difficulties, and offers no eacspe from our imme-
diate difficulties.

1 do not share my hon’ble friend Mr. Steel’s view that the deprecia-
tion of silver is a benefit, but I see that it threatens us with a yearly widen-
ing chasm of deficit, and I think we can feel no -security as-to our finances
in face of the insuperable difficulties in the way of fresh taxation until we hear
that the English Government has abandoned its policy of doing nothing, and
is taking active steps to meet the danger by international agreement.

“T agrce with my hon’ble friend Mr: Steel that the export-duty on rice is
indefensible and wrong, and ought to be got rid of. 8o bad a tax is it, that
probably the raising of the salt-tax is not too great a price to pay for its aboli-
tion,.though on principle that tax ought only to be raised to meet emergencies.”
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‘The Hon’ble M®. GoobRICH said :—* The hon’ble member who spoke first
expressed his sense of the desirability of exempting amounts pmd on policies of
insurance or deferred annuities from the amount of assessable incomes. That
induces me to- say that insurance companies and friendly societies are not
sufficiently under control in this country to enable the Government to make
such an exemption general, and the proposal of my hon’ble friend Presents
some difficulties in that way. Therefore, if any such exemption is made,
I think that such exemptions should only be made in connexion with well
‘established societies or Government savings banks, or some arrangements
under the Post Office. I have nothing to say on the general principle of the
Bill, but I assent to the Motion now before the Council.”

The Hon’ble PEART MoEAN MUKERJf said :—*It is now three years, if not .
more, since the wholesome practice of submitting the annual Financial State- -
ment to this Hon’ble Council was discontinued in favour of the publication in
the official Gazette of statements showing the actual receipts and disbursements
of the year, and estimates for the coming year, in the shape of 8 Government
Besolution. Although this altered procedure has its advantages, and is likely
to be adhered to in the present year and in futurs, I think it is very desirable,
for many reasons, that there should be harmony between the rulers and the
ruled in the determination of important questions relating to finance and taxa.
tion; and I think that the Government cannot but strengthen their hands by
taking the public into confidence in such matters. I feel therefore deeply grateful
to your Excellency and the Hon’ble the Financial Member for having, in intro-
ducing the present Bill, taken the opportunity to explain not only the present
financial situation of the Government but also those political considerations
which led your Excellency’s Government o engage in a war with the late King
of Upper Burma at a cost of £270,000, and to embark in expensive military
works and preparations for the defence of our north-western frontier. The
cost of these military preparations is estimated at no less than two millions, and
there is a further charge of mearly a million which has to be met next year
owing to the apprehended fall of a penny in the value of silver. While, how-
ever, the Hon’ble the Financial Member expects to meet the increased charge
on account of exchange from the additional revenues from the export-trade,
railway-receipts, opium and customs, and to provide £1,300,000 for military
preparations from the existing resources of the Empire, there remains a
deficit of £700,000 which your Excelleacy’s Government have to confront.
Considering that no large measures of cconomy in the administration of a vast

empire can bo matured and carried with a view to immediate effect, and that,
B
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' "by reason Of the currency of Provincial c.ontracts, on.ly a narrow margin for

"'retremchmant of expe.nd1ture is left to the Government of Indm, it wou.ld bb
" idle to suggest ‘that this deficit in the estimates for the coming year
.should ‘be . met’ by’ s | reduction of expenditure. Nor do I’ think that .-
Government Bhould lmra mcoursa to a revision of either the salt-duty or the
mport-dutms mthls emergency I am free to confess that the Hon’ble, the
Finance Member has failed to satisfy me that thé high duty levied on salt be-
fore 1882 plaoed an insufficient. supply of thé article within the menns of: the
people. I venture to think that the reduction in the rate of duty has made no
appreciable difference in the measure of consumption of the article by indivi-
duals, and that we must look to improved means of communication and to an
ever-mcreasmg population of the country for an explanation of the large in-
crease in the aggregate consumption of salt. But it appears to me, in spite of
what the Hon'ble Mr. Bteel has said, that no addition, however small, should be
made’by indireot taxation to the cost of ].wmg of a poor man who earns barely
enough to make the two ends meet, while his' rich nexghbours bear much less
than their fajr share of the burden of taxation. In making therefore the ‘ob-
servation that ¢ it is obvious that any honourable man who had to ohoose be- -
tween taxing the most indigent classes, who already contribute a considerable
share of the public burdens, and taxing those classes who, though in easier cir-
cumstances, scarcely contribute anything, it is to the latter alternative that he
would resort,” your Excellency enunciated one of the soundest doctrines not
only of fiscal administration but of morality and justice. I feel therefore no -
hesitation in saying that the principle of the present Bill is just and sound, and
I trust that those who will be disposed to view it by the light of adverse criti-
cism will bear in mind that it involves a measure of taxation which the Govern-
ment feel the greatest reluctance to impose ; that it is the outcome not of finan-
cial mismanagement but of a policy forced upon the Government by certain
external events over which they had no control; and that it is & measure which
is intended ‘to maintain unendangered,” to borrow your Lordshlp 8 expressive
language, ‘ the honour of the Queen-Empress and the safety and security of the
Indian Empire and of the millions of hearths and homes it contains.’ But
while deolaring with no uncertain voice that the present measure is necessary
to meet the exigencies of the Empire, and that it is just and equitable in prin-
oiple, I feel bound to entreat this Hon’ble Council not to look upon it as a per-
fect measure. The distinction it makes between public servants and servants of
privato firms and individuals, the liability it attaches to joint Hindu families,
- t!;e uProvmon it makes for the assessment of occupymg owners of lands and
houses which already bear aheavy burden of municipal tax or publw cesses, and
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the opening it leaves for inquisitorial p}oceedings, are defects in it which I
hope the Belect Committee will be empowered to remove. '

“ A far graver question connected with the measure is the question of its

duration. The Hon’ble the Financial Member has told us that there is but one
year to be tided over; and we know that excepting in cases of extraordinary de-
mands for increased expenditure, our rev_enuea are enough to maintain at least an
equipoise between income and expenditure. The Hon’ble the Financial Member
has expressed an apprehension that we know nothing of what increased expendi-
ture may be in store for us, in respect, for cxample, of Burma. I find, howover,
from the Administration Report, that British Burma, after defraying her own
expenses, has paid to the Indian Exchequer an aggregate surplus of £8,414,102
in the last eight years, or a sum of more than one mﬂllon a year. But, even
supposing that the cost of administration .of Upper Burma will introduce a com-
plete change in the financial position of that country, that the men we call dakaits
are really men fighting for their country, and that there is prospect of an infinity
of troubles in the Chinese frontier, we rely on your Excellency’s wisdom to con-
sider whether in the true interests of the Indian taxpayer that remote country
should not be separated from your Excellency’s Government and made into a
Crown colony. At any rate, I venture to express a hope that, as the increased
expenditure which has made the present measure of taxation necessary is of
a temporary character, as the Provincial arrangements now in force will expire
at the end of the ensuing year, as matters in Burma are still unsettled, and as
your Excsllency contemplates appointing a Financial Commission to make s -
careful revision of our Imperial and Provincial expenditure, your Excellency
will be pleased to put off the enactment of any permanent financial measure
till the next year. With all its merits, the present measure will leave the
incidence of direct taxation in a state of great inequality. The poorest culti-
vator of the soil will pay a cess of more than 3 per cent. on his profits, while a
certain class of persons in the enjoyment of an income of more than Rs. 1,000
a year will pay no direct tax whatever to the Imperial Exchequer. It is, be-
sides, 2 question worthy of further cons_iderntion whether one of the permanent
sources of our revenue should be an income-tax, which such a high authority
asBir Charles Trevelyan described as ¢a potent but imperfect fiscal machine*
that ¢should be regarded as the great financial rescrve of the country,’ and
which, Mr. Massey said, should never be resorted to except under emergent
circumstances.

“The consideration of the Famine Iusuranca schemo was appropriately
introduced by your Lordship and the Hon'ble the Financial Member in
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'cOnnsctlon with the present measure ; but even at the risk of bemg reokoned one
of ‘the herd of such who think toolittle and who talk too much,” I must say that
‘those who contend for the existence of a separate Famine Insurance Fund are
‘far from being guilty of a ¢ wilful error’ 8ir John Strachey expressly assured
‘the public in 1877 that the proceeds of the mew taxes then imposed ‘will be
' expended for the purpose of providing what I have called an insurance against
famine, and for no other purpose. whatever.” Lord Lytton accentuated that
assurance by saying ‘we have pledged ourselves not to spend one rupee of the
special resources thus created upon works of a different character’; and Her
Majesty’s Secretary of State for India, in laying the last Indian Budget before
Parliament, is reported to have said : ¢This year 8ir A. Colvin proposed in his
Budget to allot for the purposes of the Famine Insurance Relief Fund £833,000
under the head of direct famine relief ; He proposed to take £287,000 from the
‘Famine Insurance Fund for protective irrigation-works’; and,’ after some
further remarks, his Lordship concluded by observing that it is perhaps more
" honest and straightforward to say that to all intents and purposes the famine
‘insurance has been swallowed up by the peculiar demands of the year.” But, after
what the Hon’ble the Financial Member has said, the contention about this
" matter has reduced itself to a contention about words. We have been told that
since 1st April, 1878, a sum much larger than £1,5600,000 per annum, the
amount originally contemplated, has been spent for the purposes for which the
fund was designed, an authoritative statement which should silence all com-

plaint on this head, and convince the public that no pledge has been broken,
“and no trust betrayed, in connection with the Famine Insurance scheme.” '

The Hon'ble RA0 SAHEB VISHVANATH NARAYAN MANDLIK said :—

* MY Lorp,—Having listened to what has been said before, I must confess
that my work has become somewhat complicated, but what I propose to do is
to vote for the Motion to send the Bill to the Select Committee, and to submit
a few observations to the Council on some of the points touched on in the

" observatiors which your Lordship addressed to the Council last Monday, as well
as what fell from the Hon’ble the Financial Member. But before I do so I
must say I agree with what fell from the Hon’ble Mr. Quinton in reference
to our position as regards this Bill. 'We have no Financial 8tatement technically

before us, but the present Bill gives us the same opportunity for discussion as
we should have bad if both the Bill and the Statement had come together. "I
see the Hon’ble Mr. Steel has introduced the question of export-duties ; I

" must ask tho hon’ble members to remember that that matter is not by any

" “mpang so sidiple. I think that the subjeot of imports and the subject of exports
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areto a considerable extent relative questions. Sir Charles Trevelyan, in an
address on Indian finance, delivered in 1870 in London before the East India

Association, said as follows :—

‘ Although Her Majesty’s Government objected in 1565 to an export-duty of 8 per
cent. being levied on Indian coffee for the benefit of the Indian exchequer, a duty of 46 per °
cent. is levied on this same coffee in England for the benofit of the English exchequer. This
i neither just nor generous. ' The duty should at least be halved betwecn the tiwo exchequers,
and the more so because great part of the coffee exported from Indin is sent direct to France
and other foreign countries, and the Indian Treasury therefore misses any benefit from it.
The same considerations apply to the tea exported from Northern India.’

“ 8ir Charles had recently consulted the great economist Mr. McCulloch
on this question, and his letter in support of the above views was read to the

meeting.

“ I proceed now with the subject in hand. Having listened to the olear
exposition of 8ir A. Qolvin, I take the immediate question before us to be—
How are Rs. 70,00,000 (or £700,000 approximately speaking) to be raised ? He
proposes to do this by means of an Act which isa combination of alicense-tax
(on incomes up to Rs. 2,000) and an income-tax on those exceeding Rs. 2,000,
the incomes in both cases being non-agricultural. I compliment the Financial
Member on the distinct advance that has been made on this occasion by the
entire exclusion of landed incomes. I will not follow him to those classio
regions of financial perils to which he has felicitously alluded, and from which
he has happily emérged. But there is, I see, an idea abroad, almost haunting
a portion of the public, that the landed classes in India, who now contribute
more than £21,876,047 to the Imperial revenues, are still proper subjects of
‘further taxation. To these persons I may, (somewhat in the words of Mr.
Clmpma.rl.) address the following observations made in this Hall in 1871.
In the Presidency of Bombay ‘a succession of new taxes had been imposed
during the past ten or twelve years. In addition to the income-tax, we had
had a cess of six and a quarter per cent. on all revenue; a quit-rent of
considerable amount on lands previously held rent-free; tolls and municipal
taxes had been frecly resorted to; salt-excise had been greatly increased ; and
last, but not least, in many parts, the thirly years’ settlements wero falling
in, and revised rates, involving an increase of some sixty per cent. on the land-
revenue, were being imposed. Tho Local Fund receipts during the year
1869-70 amounted to £618,000; while the municipal taxes realised £530,000.

Allowing.for a portion of the Local Funds being derived from jail-manufactures,
¥
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harbour-fees, Native States, charitable endowments, and ‘other sources that
did not press dlrectly on the country, he believed it would be found -that the
Presidency [of Bombay] contnbuted not far short of a million sterling over
and above the Imperial revenue.” I have not been able during the short time
- at my disposal to make out the figures for the last year; but the amount
cannot be less. For all loeel 1mprovement hitherto has meant incrensed
taxation; and some lmprovammts have been of a very doubtful kind. All
these considerations lead me to the conclusion that the present step of the
exclusion of incomes derived from sources other than agriculture is a decided
advance in the right direction. There is yet one more consideration which also
tends in the same direction, and that is, the non-resort to increased salt-tax.
Hon’ble members who ‘speak in favour of this tax ought to remember what
was said in 1870 in this Council about this tax. Besides in Western India—I
speak of the Bombay Presidency—there was at one time (i.e,, prior to1887,) no
salt-excise at oll. Afterwards eight annas a maund were imposed ; then one
rupes ; one rupee thirteen annas three pies; two rupees ; and three rupees. In 1882,
it was reduced to two. It would be tedious to go through first principles on this
occasion, except as & matter of sheer necessity ; but I take leave to say that salt
like grain ought to be practically free ; or if that cannot be, that it ought at least
to be taxed as lightly as possible. I cannotunderstand how any body at Madras
can have gone up to Government with a proposal to raise the salt-tax, which
presses so hard on the masses that the poor have in very many cases been found
living by scraping saltish earth, and in scme cases have been actually prosecuted
for so doing. I refer to the debates of 1865 and other publications in support
, of my arguments; and on their evidence and on my own experience of over 30
years, I hold that the present resolve of Government not to raise the salt-tax
is a correct and wise step in Indian finance. ' '

I have now, my Lord, to turn to import-duties—a third item of taxation not
in the budget, but which, in my humble opinion, should have been there. In
so saying, I do not propose to raise any question on this -occasion in reference to
the Bill now before us. But the subject is very important, and as such, it is one
. deserving of the earncst consideration of the Government of India. 8ir A. Colvin
says that ‘tho exemption from duty, in March 1878, by the Government of
Lord Lytton, of certain descriptions of grey cotton goods made the abolition of
the import-duties on all cotton goods a question only of time.’

‘ It is not my object to unearth on this occasion the voluminous literature
on this subject ; but there is the evidence of a few facts and figures which it
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would be to the benefit of British India always to remember. In 1875, when
the Indian Tariff Bill was being discussed in this Council, the Hon’ble Mr.
Hope, after discussing the whole question, shewed that ‘the case for total
abolition on the grounds on which it was claimed must inevitably fall to the
ground.” He also said that Mr. Massey had remarked with truth that the
Indian import-duties were the lightest in the world. Not only was this state-
ment then made, but Mr. Hope spoke of an excise-duty which might there-
after be resorted to, and he warned the ‘investors in Indian mills that they
should bear this hint in mind; and thus forewarned, be precluded from cha.rg-
ing the Government with breach of faith to them in the event of the imposi-
tion of an excise-duty at any future date.” His Excellency Lord Northbrook,

in summing up on that occasion, explained that the Indian customs-duties
had never been regarded as protective; and after naming all the Finance
Members from 1860 and downwards, said that ‘in all financial questions the
true interest of the people of India is the only consideration whioh the Gov-
ernment of India has to regard.” Buch was the state of matters in 1875. What
happened in 1878 is a matter of history, which will be found in a Parlis-
mentary Return of 14th August, 1879. I do not propose to enter into the
Budget of 1882, which is the next point of departure from the Indian Tariff
Act of 1875.

“I know the Resolutions of the House of Commons quoted in 1878 and
afterwards ; but the House of Commons, like the Government of India, will
only ultimately decide the financial policy for India by all the considerations
which are just alike to all interests; and now that the duties have been abolished
the question to consider is—Have they had the tendency which has been
attributed to them ? In addition to the remarks of the Tariff Committee, I
beg to refer this Council to an excellent letter addressed to Lord Lytton in 1877
by Mr. Sorabjee Shapurji Bengali, then a Member of the Legislative Council of
His Excellency the Governor of Bombay, and one of our most experienced and
enlightened merchants on the othorside of India. He is a thorough free-trader,
and the facts which he advances aro thercfore all the more valuable. This is
what he says ahout our cotton-mill industry, as viewed in relation to the Indian
tariff :—

‘I am strongly of opinion that the best interests of the country require that this new
industry or any other industry should thrive or fall on its own merits. I believe that it would
be disadvantageous for India if the policy of its Government were directed to support indus-
trial and commercial enterprises and encourage the employment of capital in them by means
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of protective tariffs, s policy which increases the cost of the articles thus protected to 'thé
general consumer and therefore taxes the resources of the country for the benefit of the capitalist
during the time the. protection is permitted to last, and which results in the loss of capital
and the creation of distress when the protection i removed. If it can be proved to be a fact that
all or even a moderately large proportion of the thousand and ome varieties of articles at
present imported into Indis, and included in the comprehensive name— Cotton-goods,” can also
be. produced in India for commercial purposcs, that is to say, as cheaply as if manufactured in
Lancashire, by means of European machinery, then the interests of this country require the
immediate abolition of our import-duties on cotton goods; for, otherwise, the Indian ill-
owner could add to his legitimate profit nearly,the full amount of the import-duty and still
under-sell his English rival, so that the native buyer of cotton goods would pay the native
manufacturer nearly 5 per cent. on the price of his bargain for nothing. Such, however, is
not the fact. The cotton-goods which India imports (with the exception of an insignificant
fraction) are not of the same kind which ber cotton-mills can produce. Nor, years ago,
even when there were no cotton-mills established in this country, did India obtain her sapply

of coarse cotton manufactures, such as these mills produce, to a larger extent than 10 per ocent.
. of the total imports of cotton-goods from foreign countries. Her industry in the finer varieties
of cotton-goods has given way to cheaper importations from outside ; but in the preparation of
coatse goods for the great mass of her people, India possesses natural advantages in the home-
produced, home-spun cotton, which enable her to defy the world. The introduction of cottan

spinning and weaving into the country by means of machinery is really then for the most part

nothing more than the introduction of competition between machinery and the indigenous hand-

spindle or the hand-loom, and also of competition between India on the one hand and Europe

snd America on the other in the supply of cheap coarse cotton-goods to several Asiatio countries

and parts of Africa. Tho ory, therefore, that since the establishment of factories in India for

cotton-manufactures, the retention of the customs import-duties acts as ‘s protective impost,

rests on no botter foundation, so far at least as nine-tenths of these duties are concerned, than

» desire to obtaiu the admission of cotton-goods of every variety into this country free of
duty whether protective or non-pretective.’ )

“The same is the conclusion to which the Tariff Committee of the Govery-
ment of India had come. As to the actual use of these articles by the different
classes of the people, Mr. Borabjee says as follows :—

" «« Moreover, foreign cotton-goods imported into India partake of the additional recom-
mendution of baving in them something of the nature of articles of luzury. We import
annually, in round figures, about 19 crores (say, nineteen millions sterling) worth of foroigh
cotton-goods. The uninformed may be under the impression that by far the largest
portion of this amount represents goods required by the mass of the Indian people for their
every-day use. But this is not the case. Of these 19 crores worth of imports of cotton-
manufactures of all kinds, 3 crores consist of bleached goods, 3 crores of colored, dyed and

" printed goods, 24 ocvores of yarns of all varieties, technically known as No. 40s., and
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upwards, suited for native looms in the preparation of fine cloths, 3 crores of superior descrip-
tions of grey piece-goods, and 7§ crores of other grey cloths. The first four out of these
five items give a sum total of 11} crores of rupees, and any ove scquainted with the trade and
with the habits of the peaple will be able to inform your Lordship that the goods represented
by this sum, with the addition of about one-half {he quantity included in the last and remain-
ing item, after u.ndorg'oing. the process of dyeing or printing in the country, are consumed by
the higher and the middle classes of people for their daily requirements, and by the poorer
classes as articles of occasional use not subject to every-day wear and tear. For their every-
day use the mass of the peoplg use very little of foreign manufactured goods. The product
of native hand-looms from the cotton of the country has hitherto supplied the wants of the
bulk of the population as regards cheap clothing. The competition of the cotton-mills of
Indis is more with the indigenous hand-loom than with Manchester, whioh, owing to want
of cheapness, has always been unable, beyond an insignificant portion of its exports, to make

a way for its coarse cloths intn India.’

“Thus it is quite clear that the imports affect oniy the well-to-do classes,
nearly all the cloth imported being used by them and not by the very poor.
As regards the protective character of the duties, the question is further cleared

by looking at our imports.
“ What do we now find to be the actual evidence of exports and imports of
these cotton-goods ? The table below will show this :—

Imports and Ezports Value of Merckandise and of English Piece-goods from 1866-67 to 1885-86.

Varouz or IMromrrs (EXOLU- Viruz or ExromTs (2xciu-
srve or GOVERNMENT STORES . 81vE OF TREASURR AND
. AXD OF TREASURX). GoverwuznT STORES).
Yrams. Years, .
English Pirce- Totul exports
Total value of . Pieco-goods,
goosls hmported {Indian
imports, (cotton). produce). Indian (cotton).
3 R . R & &

186667 (11 months) .| 29,01,47,418 | 12,52,41,060 || 1866-87 (11 months) .| 40,77,80,693 59,561,060
1867-68 . . .| 85,60,43,200 14,980,89,174 || 1867-68 . . .| 49,69,08,648 67,20,168
186869 . . .| 85,98,18,740 16,07,26 606 || 1863-69 . . .| B1,87,62,321 B7.25,708
184950 . . .| 3888706432 | 13,65568462 | 186970 . . .| 60,67,05,443 24,85.200
1870-T1 . . . 83,34,82,462 16,64,48,676 || 1870-71 . . 53,56,18,812 26,42,300
187172 . . . 80,81,07,756 15,00,90,805 | 1871-72 . . .| 61,69,72,262 27,21,600
1873-78 . . .| 80,47,30,694 | 14,54,67,722 || 1872-78 . .. +| 53,44,91.833 80,50,038
187874 . . .| 216284973 151048968 || 1878-74 . L] B3,11,44275 88,498,871
187476 . .| s4pspres2| 162177602 187476 . . .| 64,60,10,000 35,88,317
187578 . . .| 87,11,26,672 | 16,2594.616 || 1875-76 . . .| 5621248 89,119,680
1876-77 . . . 85,30,71,766 156,82,94,048 || 1870-77 . . . B58,93,00,A08 44,87,477
187798 . . .| 89,3260,030 | 17,1027.761 || 1877.78 . . .| 631436312 44,22 857
187879 . .| 36,5661,047| 139375110 |( 1878-79 . . .| ®©870,79,286 47,03,389
1879-80 . . . 89.74.21,062 16,72,33,623 || 1879-80 . . . 84,056,08,831 48,658,094
1880-81 . . .| 50,30,88,343 | 22.63,86,416 || 1880-81 . . .1 mere068 B8,50,443
188183 . . .| 469920843 | 2067,07,289 || 1881.88 . . .| "9.e562,481 . 59,98,000
188288 . . .| 600080405 | =21,18,17,652 ] 1882-83 . . .| 80698164 72,03 808
1883.84 . . .| 527058913 | 21.396Y,074 || 188884 . . .| B86,08,67206 80,60,0600
188445 . .| s3,1493110| 209080516 188488 . . .| 803132009 B6,92.894
1885-86 (eight months).| 83,24,00.,787 | 13,11,78,564 || 1886.86 (cight months) . |  45,68,22,450 57,21,188
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.« Further, I beg to append a statement* in regard to piece-goods alone and
.yatn for 1880 to 1884, made out for me las!; week by a leading .merchant in

T

#8tatement of Imporia of Pi'ce-ﬁoorf: (grey, bleached, colored and printed) and of yarns (grey and
" dyed) into Bowbay, Caleutta and Mudras from the year 1880 lo 1884, otk snclusve.

Pi20R-800DS. 1880. |° 186l 1883, 1888, .| . 1884
P . -
Groy . .+ .+ .| %05200,000| %01,200,000 | 658,000,000 616,800,000 | 667,000,000
Hlenched N R . . 160,000,000 166,100,000 117,000,000 161,400,000 120,000,000
"Colored " . . . 80,400,000 ,800, 78,000,000 61,800,000 70,600,000
Printed e e 475,200,000 88,800,000 35,600,000 | 41,800,000 81,800,000
Torar  .|.1,010,800,000 957,400,000 | 883,500,000 aso,soo,ooo 868,800,000
Bombay. [ :
Grey .. 828,000,000 | 830,700,000 | 800,000,000 | 280,000,000 | 807,500,000
Bleached . . . . 99,600,000 120,200,000 88,200,000 188,600,000 108,600,000
Colored . . . . 48,000,000 41,400,000 47,200,000 62,600,000 67,600,000
Printed P e e 61,600,000 52,800,000 70,100,000 90,200,000 $0,000,000
Torar .| 638,000,000 | 545,100,000 | 600,500,000 | 571,800,000 | 568,600,000
Madras. . .
Orey e e 40,000,000 | 47,400,000 69,400,000 58,700,000 67,400,000 -
Dleached . e e 8,100,000 18,300,000 16,600,000 23,700,000 16,200,000
Colored D 9,600,000 10,300,080 11,800,000 11,800,000 $0,000,000
Printed . . 11,200,000 11,400,000 20,200,000 14,000,000 16,400,000
Toral .| 68,900,000 88,500,000 | 106,800,000 | 107,700,000 | 120,900,000
' GRAND TOTAL .| 1,612,700,000 | 1,684,800,000 | 1,460,800,000 | 1,588,800,000 | 1,587,800,000
Yamwn,
Culewita. .
Orey .. . . . 8,A00,000 8,047,000 9,450,000 8,310,000 8,570,000
Dyd . . . . . 8,000,000 5,663,000 5,580,000 5,450,000 6,740,000
Toraz .| 16800000 | 13,000000 | 14780000 | 15,760,000 | 15,310,000
Bombay. 7,700,000 8500 ) !
Groy . - o« . s & ,000 7,743,000 10,000,000 8,000,000 °
Dyed . . . . . 6,350,000 3,822,000 4,278,000 6,100,000 6,300,000
Torar .| 18,060,000 | 13,832,000 | 12018000 | 16100000 | 14300000
Grey Wedras. | &ooow| 8s00000| 1080000] 7
e e e e e 0,600, +200,000 9,700,000
Dywd . . . . . 4,100,000 3,800,000 2,374,000 8,800,000 3,300,000
Torar, . 12,100,000 11,100,000 12,974,000 11,000,000 13,000,000
GRAND TOTAL . 41,760,000 7,022,000 99,772,0C0 40,860,000 42,610,000
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Bombay, from which it appears that the annual rate of increase in the import
trade of piece-goods and yarns into Bombay, Calcutta and Madras continued un-
interruptedly until the year 1880. For in the year 1878, the entire import for the
three Presidencies was 1,071,685,7563 yards of goodsand 28,778,174 lbs. of yarn,
while in the year 1880 it was 1,612,700,000 yards of goods and 41,750,000 1bs. of
- yarn, thus shewing that from 1849 to 1880, there has becn a continued increase in.
the imports. It wasfrom March, 1882, that the import-dutics upon goods and yarns
was altogether removed, and instead of the imports increasing, as we may natur-
ally expect if the protection theory were correct, they have remained stationary
except in the case of Madras, where a slight increasc is perceptible ; but takings
the total of all the three Presidencies for each year the imports fall short of
what they were in 1880; and that, too, in spite of the enormous increase in
raifway-communication throughout India and the large increase in its popula-
tion.. Besides, it will be observed that the rates ruling for piece-goods and.
yarns in 1880 were higher than they were in 1884, shewing thereby that the
consumption of foreign goods in India did not increase by removal of the duty.
It ought, at the same time, to be noticed that the consumption of local spin-
nings and manufactures did not also increase during the same period, and

were it not for the unexpected and large offtake.of the local mills’ yarn for

China, the serious losses suffered by the local mills, with rare exceptions,

during the last five years, would have made the position of mill-industry very

unsound. It thus follows that the removal of duty has only deprived India of

a legitimate source of revenue, while it has not secured the objects for which

the sacrifice was apparently made.

“The true end of all taxation, whether direct or indirect, is, I take it, purely
fiscal, and duty should be imposed for revenue-purposes only. Articles of
luxury are taxed in all civilized countries for revenue-purposes, while all other
articles save raw materials are lightly taxed. The import-duty on piece-goods,
if levied to meet the present wants, would not amount to even half an anna a
head. Thus the average annual imports of merchandise into India for the last
three years ending March, 1885, average about 53 crores rupees, and if a duty of
1} per cent. only was levied on this import, it would yield 66 lakhs of rupees
to Government, which would be at a rate under half an anna per head on
the present population of 25 crores, if it fell on the masses ; but I submit this
does not; it is chiefly paid, as Mr. Sorabjee Bengali has shown, by the
higher classes. Besides, this is a tax which will reach the population of
Native States, who receive the benefits of the DBritish rule as we do
without contributing anything towards its expenses. This item of indirect
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taxation is & better way of raising revenue for Imperial purposes than direct
taxation like the income-tax, which, in India particularly, is obnoxious to the
-people. A protective duty is indeed injurious to free trade, but from the state-
ments of imports it will be apparent that the impori-duty in India was not
protective before, and cannot even now subserve, such a purpose for many ob-
vious reasons. It was levied to enable the Government to carry on the
~machinery of the administration. It was paid without demur and at the least
possible expense in collection as compared with any other mode of taxation.
If England, which lays down broad principles of free trade and insists upon
their being observed by India, imposes exorbitapt duties on foreign goods for
revenue-purposes whenever necessary, why should not India, under similar cir-
cumstances, be permitted to do the same, and partlcularly when the tax is mere-
ly a nominal one, and yet affords a good help to the revenue; and when, as Mr.

Borabjee Bengali has distinctly proved, it does not touch the poor, and chiefly
falls on the well-to-do classes ?

"« In the face of these facts I am sorry this tax was not availed of as
recornmended by the Madras Chamber of Commerce ; and I cannot understand
the recommendation to extend the operation of the license-tax in the form of
an income-tax. If it were a mere license-tax it would be open to the same
objections as the existing tax ; but this is something more. Itis an income-
tax in the case of all whose incomes are above Rs. 2,000. The history of this tax
has been so often repeated in this Council that I will not now enter into it.
All I have to say is that it is still open to the remarks which have been sub-
mitted in this Council by Messrs. Inglis, Robinson, Cockerell and others on the
evidence before them ; and I can only hope that such a tax will only be resorted
to on occasions of the greatest urgency and necessity, The difficulties of
working such a tax (as I might safely say also from my own little experlence
in working it) are very great; and I shall only add my humble voice to those

that have gone before me in imploring the Government not to insert it
hereafter in their Budget as an ordinary source of revenue. It presses hard on
the honest, and its effects are demoralizing. '

“There is one more subject on which I have to say a few words befors I
conclude.

“ Your Lordship made an appeal to the individual members of this Council,
which (speaking for myself) was hardly necessary under the circumstances
in which it was made. When the subject of a pure license-tax was discussed
in 1878 in Bombay, I voted against it on the ground of its one-sidedness.
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That feature is absent on this occasion ; but the symmetry of the Act is marred
by the higher classes being put under an income-tax instead of a license-
‘tax.

“I think, however, we shall all rejoice at the removal of all grounds for
imposing such a tax, which I expect from the searching inquiry into expen-
diture which your Lordship’s Government have now resolved upon. I have
not been able, within the short time at my disposal, to lay my hands upon
all the details which would be necessary to speak authoritatively on this question.
in detail ; but there are several departments in which very large saving has
long been overdue. In my own Presidency, the Revenue Burvey Department

had or ought to have finished its work long ago, and yet from the returns

it appears that that department is still of the same strength financially as it
‘When I remember what Mountstuart Elphinstone said

was ten years ago.
of this department in 1820, I am grieved to see the unnecessary extension
of its life and action in those districts where its work has been once completed.
The new Forest Department is a young department in its origin; but it has
now been working almost like the old Indm Commission. I see a Commission
appointed to inquire into it in Bombay; but looking to the evidence that
is being taken, it has scarcely touched the surface. Whether it will go
beneath, and help to secure an efficient administration without any wun-
necessary annoyance to the people, remains to be seen. Again, on the basis,
or rather the remains, of our Burvey Department threatensto come in the
Agricultural Department, the total expenditure of which has risen from
Rs. 2,45,480 in 1870-71 to Rs. 8,05,718 in 1884-86; and when I closely look into
theitems constituting this expenditure, and as a landholder and a practical
agriculturist, cast my eyes at our agriculture, I must confess that I view upon
the outlay on this department as utterly disproportionate to the results expected
to be achieved. For better or worse, India is not a country for large farms and
the employment of expensive machinery. As a cultivator of land, I always
seek and utilize such information as I can get ; but I cannot'view with favour such
expenditure as is now increasing day by day in this department. Other small
but proportionately costly departments will also be required to be pruned down.
Above all, there is onc great department about which successive Finance
Ministers (including the present) have complained year after year, and without
a better regulation of which all other reforms, as it seems to me, will
be comparatively valucless, and upon which the Government must begin to
work ; and that is the Military Department and its expenditure, without
affecting the efficiency of our military forces. The question of the Staff
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Corps organized in 1861, and the lskhs of rupees it annually adds to. our
liabilities, was first publicly mooted, if I remember rightly, by Bir Charles
Trevelyan in 1870 in Jondon. Bir Oharles said that promotion was given
to officers in the Staff Corps according to mere length of service without
reference to any fized establishment. What was the result? Here are his
words :— O ' '

“ The consequence of this is that the qualification for the highest rank and the Bighmt
rate of pension is Eimply_abaolute length of service, without regard either to the public wants
or to the relative claims of other officers; and everybody is certain to arrive at the highest
rank, and to be entitled to the highest rate of pension, if be holds on during the prescribed
term of years. The tune is, “ we are all growing old together.”” There will soon be an army

of field officers with very few subalterns, and such & retiring list, all at the highest rate of pen-
sion, as the world has never seen. : ' SN

_ “This, of course, is no mere opinion of mine. In the diecussion on the income-tax in the
Council of the Governor General in April last, 8ir William Mansfield, the Commander-in-
Chief, said, “ There is one more point to which I would invite the attention of the
Council, that being the growth of non-effective establishments. I need not advert to the
statement of General Hannyngton and Colonel Broome beyond uttering the remark that,
while those distinguished authorities differ in detail, they are agreed in presenting a pictare of
future liability which is positively alarming. TIn short, we are threatened with the serious
danger of all our economies in India in the combative force being eventually greatly more than
awallowed up in the growth of the non-effective expenditure. Under such circumstances a
further greater danger might be forced on by public outery, involving perilous reductions, to .

meet non-effective charges.” These statements will be found in the Parliamentary paper  East
Indin Staff Corps, No. 140, of 1869.” .-

¢ The Controller-General of Military Expenditure sums up as follows :—* Military. history
presents no instance of sa army so coustituted, or of one o costly. But unsatisfactory as is
the present financial condition of the Indian army, the future prospect is far worse.”

“This was said before 1871, only ten years after the formation of the
Indian Staff Corps. In 1878-79, it appears there were 1,961 officers in the three

8taff Corps, while there were qn]y 245 army appointments which could be held
by officers below the rank of Colonel.

« 8ir A. Colvin himself has complained of certain army expenditure; and
we do not yet know what practical benefits we may expect from the Commis-
sion which sat at Simla’in 1879. Buccessive Finance Ministers have dwelt upon
the beavy expenses in connection with the British army in Indis. Now that
we have got railways all over the country, and the whole Continent is anjoying.
profound peace, Her Majesty’s Government ought to help the Government of
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India in a material way in reducing this exjaenditure, and if that is done, with
the natural increase of our revenues, the Government of India will be able not
only to pay its way, but will have no occasion to resort to such unusual taxation.

‘ As regards the Bill itself, there are a few questions which will require
serious consideration.

“First in regard to taxing house-property. In cities such as Bombay,
"Qalcutta, and the like, and in large municipal towns where houses are valued for
municipal purposes, I see no difficulty ; but to introduce taxation of house-
property into the Mufassal generally, into villages whether large or small, is a
step full of peril and difficulty. There are no standards for valuation there.
In thousands of places, there is hardly any letting value ; and in such cascs
I see all the dangers of inquisitorial proceedings and arbitrary assessments,
and consequent annoyance, which has been so correctly and graphically
described in this Council more than once, and to which I fully subscribe. I
hope and trust therefore that such assessments may be limited to towns and

cities as I have suggested.

“ Another question is the‘taxation of the Government securities. I beg
that the propriety of this may be reconsidered, as it is a matter which affects

public credit.

“Yet another question remains ; and it is the question of secrecy in regard
to income-tax assessments. This is not provided for in this Bill, although it
used to be so in the former Acts. All officers, so far as 1 know, were sworn to
secrecy under the law ; and so I think they should be. This is a matter on
which the Native mercantile community has always lanid great stress. The
feeling on the subject is very strong, as it is one which touches their mercantile
credit and honour, and I hope the question will be attended to when the Bill

goes to the Select Committee.”

His Honour THE L1RUTENANT-GOVERNOR said :—*“I think I may congra-
tulate the Hon’ble the Financial Member on the fact of the general unanimity
with which the necessity for the proposed impost has been acknowledged, and
that the anticipations which he had formed of hostility to his proposals, hy the
revival of that kind of argument which had already been frequently exploded
have not been fulfilled. No one, I take it, is glad of being subjected to in-
creased taxation ; but the speeches of those who have preceded me indicate that
whether the opinions came from officials or non-officials, Europeans or Natives»
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the measure which the hon'ble member has put before us is accepted asa neces-
sity. I also feel some satisfaction that there has been an' éxpression of sympa-
thy towards those of my own service, who are specially affected by this new
charge on their incomes. Though there is a fashion now-a-days of urging that
the members of the Civil Service in India are too' highly paid, I venture to
assert that, with very rare exceptions, there is no member of the service through..
out India who does not deserve every rupee of the salary he receives; and I
may safely say this not only of the European members of the service, but of
those in the subordinate executive and in the subordinate judicial services. . The
entire service is & loyal one, and I am sure it will accept, in the presence of the
gravity of the situation, which has been explained by your Excellency on the open-
ing of this discussion, the necessity of the taxation to which the Government has
to resort. The only regret to my mind—and I cannot hesitate to give expression
to it—is the fact that the work of defence, which five years ago might have been
carried out with comparative ease and leisure and economy, has to be undertaken
now under some feeling of pressure, in the presence of a possible aggression and
at a considerably enhanced cost. The first duty which the Government of India
as the ruling Power owes to the people of this country is to protect its frontiep
against foreign attack ; and whatever the personal consequences may be to each
.and all of us, T am sure every loyal subject will be ready to support proposals

which in a grave emergency the Government of India considers necessary for the
defence of the Empire.

“ 1 must add in connection with the measure which is immediately before
us that the remarks which have fallen from my hon’ble friend Mr. Evans
as to the difficulty of working any form of direct taxation deserve considera-
tion. 'We have experienced that difficully in every previous application of this
tax, whether in the shape of an income-tax, a license-tax, a certificate-tax or
any modification of them. But the difficulty as regards the assessment and
realization of the tax has hitherto been greatly enhanced by the consideration
that they were regarded as temporary measures, If, however, direct taxation
is to form a permanent part of the fiscal system of India, then, no doubt,
although the same trouble may again arise on its first introduction, the difficul-
ties will gradually diminish and eventually dmappear.

“ An hon’ble member has referred to the repugnance which is felt to this tax
on tho ground that it is not suitable to ordinary times, and should be rescrved
for exceptional occasions. But the eminent authorities whom he quotes as
having acted on that view, such as Mr. Massey, Mr. Inglis and others, spoke at
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a time when indirect taxation prevailed throughout the country. Indirect taxa-
tion has, however, now almost entirely disappeared, and with its disappearance
some form of direct taxation is regarded as necessary to bring under its incidence
those who have heretofore escaped all taxation. It isnot, however, on the
particular Bill before the Couucil that T would wish to express any detailed re-
marks, but rather upon the remarks which fell from both your Excellency and
the Hon’ble the Financial Member on the revision during this year of the Pro-
vincial contracts. The powers and responsibilities of the Local Governments
in financial matters were first determined in 1871-72. That wasdone under the
administration of Lord Mayo, aided by Sir John Strachey. Perhaps there was
no measure which added so much to the fame of Lord Mayo’s administration,
and which was so favourably received by both Europcans and Natives, as this
matter of financial decentralization; and certainly no measure has conferred
greater benefits on India. Under the system which prevailed before its intro-
duction certain allotments were annually made to each Local Government to
" cover the expenses which it had to incur in its administration. Any new charge,
whether for a school, a dispensary, a road or any other object, could not be
undertaken except with special sanction obtained after a reference to the Gov-
ernment of India. The result was that every Local Government scrambled to
get as much as it could out of the resources which were available; and it generally
happened not only that those who clamoured loudest and whose province con-
tributed the least to the Imperial revenues got the most, but that those who,
for instance, like Bengal and Burma, contributed most to the resources of the
Government of India got the least. It was therefore a very beneficial reform
which introduced the system of financial decentralization, and no province has
benefited more by it than Bengal. The servicos which were made over to Local
Governments in 1870-71 were not of a paying nature. It was thought possibly
at the introduction of the scheme that it should in the first instance be of a
tentative character, and therefore the departments which were surrendered were
those of Education, Jails, and other similar departments, from which o ingenuity
or ability in administration could possibly expect to sccure any return. An
advance, however, was made under a more extended system in the time of Lord
Lytton’s Government, again with the assistance of Sir Johu Strachey ; and Bir
Ashley Eden commenced his administration in 1878 with a much widor decen-
tralization, which included such improvable departments as Excise and Stamps,
the development of whose growth he was allowed to enjoy. We may be sure
that he made the most of his opportunities. Tho financial condition of the
provinee began at once to improve, as may be judged from a paragraph of the
Resolution which recorded the results of the working of the system nhout the

L
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time of his laying down his authority as Ineutenn.nt Governor of Bengal. He
then said—

* That the eystem of decentrsl:mtmn has been thoroughly auccessfu] in Bengal is suffi-
ciently clear from the foregomg sketch. The revenues have rapidly increased, independently
of new taxation ; useless expenditure has been curtailed ; and funds have been made available
for improvement under all branches of ibe administration. All grades of the service have
shown the deepeat interest in increasing the resources of Government, under the belief that
the surpluos revenue would be available for the good of the province. The three heads of
improvable revenue made over to the management of the Provincial Government, with an
income of 1854 lakhs, in 1576-77, will stand with an income of mnot less than 217} lakhs in
1831-82.

« That was an eminently satisfactory result. I believe, when the revision
of the contract took place at the close of Sir Ashley Eden’s administration, there
was a good deal of correspondence on financial matters between the Govern-
ment of India and the Local Government. I.think it is'a misfortune that
the revision of the contract always takes place in the expiring year of a Lieute-
nant-Governor's rule. Though I have no doubt Sir Ashley Eden pressed the

" matter with considerable force in 1882, we must also remember that he was
just then about to retire; and it might be expected that with this progpect he
would be less forward in the defence of the position than he would have been
if his tenure of office had continued. 'When the revision took place in 1882,
the Government of India claimed a large share of the increments which had
accrued under Sir Ashley Eden’s administration, Without going into details
I think I am correct in saying that they claimed the appropriation of some
28 lakhs of rupees, and thus a new start was made with that adv saita.ge on the
gide of the Government of India. It was thought at the time that those were
rather hard terms, and it was pressed upon the attention of the Government
of India that, in the matter of the excise-revenue under the out-still system, a
re-action would certainly occur, and that both on moral grounds, having regard
to the increased facilities for drinking, and on financial grounds, measures
would have to be taken which would result in restricting the rapid growth
of the revenue. And that has taken place in the course of the four years
during which I have been at the head of the Bengal administration.
The details of the ncw contract in every branch will have to be discussed
in the course of the current year. This is not the time nor the place
for the consideration of details, but I wish to enforce the point that the
relentless and ruthless attenuation of the provincial revenues is.certainly
the worst policy which the Government of India can adopt. Whatever -
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advance or increase has taken place (about 12 to 14 lakhs) under the pre-
sent contract, owing, I may venture to hope, partly to efficient admlmstmtlon
and partly to the elasticity in the sources of revenue, it should be remembered
that the demands which bave to be met by the Government of Bengal are
extremely heavy, not only in the present but prospectively, and further that
many of these charges which have fallen on Bengal during the last four or five
years are charges whichh ave not been voluntarily undertaken by the Govern-
ment of Bengal, but have been imposed upon it by the Government of India.
For instance, the question of police-charges, not being properly bearable
by municipalities, is one which in principle I most thoroughly accept. Those
who pay should be those who control. Before the municipalities paid the
police, but the Government controlled it ; and therefore the point was very right-
ly pressed that throughout all Hufassn.l districts we should take the earliest
opportunity of relieving municipalities of that liability. Primary education,
again, has involved increased expenditure. The Government of India lately issued
a Commission under the direction of the Hon’ble Mr. Hunter, and that Commis-
sion justified its appointment and also did a great deal of good in calling attention
tothe necessity of large increases of expenditure upon education. A great portion
of this devolves upon Bengal. I cannot but look at their recommendations as
a distant ideal to be some day attained, but as at present altogether beyond
the power of Government. The Government of Bengal has had within the
last few years to accept the charge of Rs. 511,000 a year for the relief of
municipalities in the interior; of Rs. 1,50, 000 for extension of primary
instruction; of Rs. 1,85,000 for the Additional Judgea to the High Court of
Qalcutta. So far as regards the past. The prospective additional charges are
also most serious. The question, for instance, of the payment of the police
in the Calcutta Municipality as well as in the Suburbs and in Howrah is
urgently pressed upon my consideration, and is only stayed by the want of
means. Thus the old principle still remains in full force in Calcutta. The
Municipality of Calcutta has been called upon to make extensive sanitary im-
provements which all recognise to be extremely desirable; but tho answer to
all pressure of the kind is—* We have not sufficient funds’. ¥or my own part
I should be glad to be able to place at their credit the sum they now
have to pay towards the maintenance of police, which amounts to no less o
sum than Rs. 2,80,000 a year. But it is totally out of the question that the
Government of Beogal in its present financial condition should ho able to
give up not less than Rs. 2,80,000 for relieving the municipality of this bur-
den ; and I would suggest to the Hon’ble the Finance Mcmber that as Caloutta
“is the capital of the Empire, and the residence of the Governor General
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for some months in the year, and as the Government of India strongly insist on
- the prosecution of sanitary improvements in Calcutta, they should bear in mind
the necessity of specially assisting the Local Government in giving effect to
this urgent reform and thus help the suppression of preventible disease. I
would also refer to the fact that in the administration of railways in this pro-
vince the independence of the Local Government is very small. We are
answerable for a great deal, but have little independent authority to deal with
the position. 'We have now to pay something like 6 lakhs interest a year on
the capital advanced by the Government of India for comstruction. The pro-
cedure is that when a Local Government recommends a line of railway, and has
submitted reports and statistics in furtherance of the project, the Government
of India on approving the scheme advances the capital for its construction,
on the condition that the Local Government will pay 4 per cent. interest
upon the capital from the date of the advance. The understanding also is
that when the line is completed the Local Government shall benefit by
whatever returns the successful administration of .the railway may bring in,
Itis of pressing importance therefore to the Local Government that the line'
should be completed as soon as possible. The position, however, is that
the advances are now given in such small amounts that the éompletion
of the railway is indefinitely postponed. If, for instance, a railway is to cost
B0 lakhs, the Government advances 10 lakbs to begin with, next year it ad-
vances three lakhs and the third yeor one lakh, with an intimation that no more
money will be forthcoming for some time. We have to pay interest on these
advances from the dates they are made, but without any possibility of return
while the line is unfinished, and all the time have to maintain a costly estab-
lishment. 8uch a system is on the face of it indefensible, and imposes a heavy
burden upon the Provincial revenues.

“In the direct administration of the country I can appeal to the Hon’ble
B&ba Pedri Mohan Mukerji, who is one amongst many others who are
always pressing for larger expenditure on roads and communications. Every
railwny which is completed requires the making of roads and communica-
tions as feeders to it. When the rond-cess was introduced in 8ir William
Grey’s timo no ono opposed it more strongly than the zamfndérs of Bengal ;
they said it would ruin them to have to pay the cess. I remember that the
argument was used at the time that no class would benefit more by the
proposal than the zamindérs; and the result has proved that with the funds
thus raised the local committees have been able to construct a large length of
ronds and communications in every district, which are of immense advantage
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to landed proprictors. But the position now is that whereas at the outset
the procecds of the cess were available for construction of roads and bridges,
the samo procceds are only now sufficient for maintaining and keeping in repair
the finished lines ; and if additional ncw works arc required (as they indubitably
are), petitions pour in upon Government to supply the means for their construc-
tion. That, however, is out of the question in present circumstances, and I
must point out to those who clamour for such aid that tho only rcsource which
is possible is to raise tho rato of the cess. In the discussion which took place
on the re-distribution of allotments in 1882, I think my hon’ble friend Mr.
Hope suggested that, if the resources which were then made available to Ben-
gal were insuflicient, there was always the alternative open to them of local
taxation. I belicve I am right in saying that my predeccssor, 8ir Ashloy
Eden, repudiated that idea altogether. He #afd, as I think rightly, that, if
there was no general taxation undertaken for the whole of India, he should be
very loth to apply any form of special taxation to the territories under his
control. He did not wish to incur the odium of introducing any such taxation,
and besides no scheme for its imposition could ever be adopted without the
sanction of the Government of India. But there are also other reasouns against
" ‘such a policy commending itself to a Local Government. The Hon'ble Mr.
Steel in his speech quoted in another connection the saying that ‘ a strong man
armed keepeth his palace.” However strongly a Local Governor may keep
his possessions, there would always be the fear that a stronger than he might
come and despoil him of the fruit of his labours. We have always to bearin
mind that however successful administration may be, and just in proportion
to its success, there is always a stronger power behind which claims a share of
our accumulations and increments. * I don’t speak now on the subject of eco-
nomy, though I shall be rcady to assist any Commission which your Excellency
may appoint for that purpose, because I despair of any possible retrenchments in
Bengal. At a small station which I was visiting the other day, where formerly
one officer sufficed for the disposal of the civil judicial work, I found there were
now four officers : these four Native officers were housed in an office which was
originally intended for a single Munsif. That is only one illustration of what
is going on all over Bengal, and in presence of this difficulty the High Court
very naturally demand a much larger expendituro upon public buildings.
During the last year the High Court deputed onc of the Judges to inspect the
working of the Courts subordinatc to it throughout the province, and as
the result of these enquirics they press upon me with all the authority
of the High Court that a very large addition of establishment is neccssary if
the Judges are to be placed in a position of equality with the position occupied

by the executive officers of the province.
K
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«T have made these remarks on this occasion with the hope that when the
consideration of the local contract comes in the course of this year under the
revision of my hon’ble friend Sir Auckland Colvin—a!}d I am afraid from his
looks that I have failed to excite his commiseration—my hon'ble friend and
the Government of India will bear in mind how very essential it is to main-
tain and extend that policy which Sir John Btrachey under Lord Mayo’s Gov-
ernment first introduced and afterwards enlarged. A policy of expansion, and
not of restriction, has followed each revision of the quinquennial contract : and
to quote the words which he has recorded on this subject—

¢ It is hardly necessary to point out how little such a restrictive policy finds any justifica-
tion either in the present state of the finances, or in the actual results of the different course
that was till lately followed in this matter; how manifestly it stands in the way of the reason-

able development of Provincial administration and financial responsibility, on which the future
progress of India essentinlly depends.’

“1 commend these remarks to the favourable consideration of my hon'ble
friend. I hope that, when he comes to review our position during the currency
of the present ycar, e will remember that we have great demands upon wus,
and that our present resources dre inadequate to meet those demands. I should
add also that I have no personal interest in this matter, and that before any
new contract can come into operation I shall have resigned the office of
Lieutenant-Governor of Bengal. What I have urged therefore is in the

interests of my successor and of the circumstances and condition of this great
province.” '

The Hon'ble S1» A. CoLvIN 8aid :—*T have heard with the greatest satis-.
faction the assurances of support which have been given to us both on his own
behalf, and on behalf of that body which he so ably represents, by the Hon’ble
Mr. Steel. I need notsay that it very materially strengthens our hands to
know that the measures which we have been called on to undertake commend .
themselves to the judgment of that great and important section of our commu-
nity to which my hon’ble friend belongs. For my own part I have never had
tho slightest doubt that any measure which it was my duty to bring before them,
and which was based upon equity, sound finance and rcasonableness, was sure
to obtain from the morcantile community of Calcutta, however disagreeable the
conscquences it might entail, a ready and respectful hearing, and for myself
their ungrudging support. When I spoke of the shrinking from burdens to
which my hon’ble friend has alluded, it was of the former debates on the sub-
ject of the income-tax of which I was thinking, and of occasional expressions
of opinion which I have recently come across in the Press. To my hon’ble
friend, as to those on whose bchalf he speaks, I have only to express my
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unmixed gratification at finding that our judgment is confirmed by theirs, and
that tho wholo of our community is ranged under the same banner, with the

samo undivided end and for the common good of the country.

“ My hon’ble friend, I observe, is an optimist. IIe secs great benefit to
this country from a depreciated standard. He thinks that, though persons with
fixed salaries may suffer, the country as a whole is benefited, and that even
the Government may be reissured. Ile points to the increased cxports as the
main proof of his thesis, to the greater facilities for placing Indian pro-
duce on the market which arc afforded by the present state of our currency,
and to the increase in the revenues which may be expected to arise from
the greater general prosperity. Now, thisis a very large and an extremely diffi-
cult subject, which I cannot at present hope adequately to discuss; but I may
point out two considerations which I think are difficult to reconcile with the
optimist views entertained by ‘my hon’ble colleague. I should like very
much to think that with so much happiness going some of it may come
my way; but it seems to me a very questionable position to assume that
the great increase to our exports is mainly due fo the low rate of exchange. I
believe that it is more owing to the extension of our railways, to the lowering of
freight, to the reduction of railway-charges, and to the growing facilities
given by the Suez Canal, than to the depreciation of our currency; and I
cannot, therefore, think that the expansion of our prosperity will be proportion-
ate to the depreciotion of our standard. If silver has fallen 8 per cent. since
1880, freights have fallen far more. Railways have extended; railway-charges
have been lessened. On 7th December, 1880, canal-freights in Calcutta wero
from £2-16-3 to £2-18-9 per ton; on 14th December, 1885, they were from
£1.7-8 to £1-10 per ton—a fall of 50 per cent. There were on 31st Deccmbor,
1876, 6,833 miles of railway open in India; on 31st December, 1880, there were
9,310 miles ; on 31st December, 1885, there were 12,285 miles. I cannot, there-
fore, bring myself to belicve that exchange is the sole, or the most important,
factor in the extension of our export-trade which has of late ycars attracted so
much attention. In the second place I would ask my hon’ble friend to
remember that if our export and import trade has shown great vitality since the
fall in our currency, we have, on tho other hand, to maintain somewhat
about five crores of rupees annually on our revenue estimates, which, since .
the relative value of silver and gold began to change, have to be locked
up-and kept from circulation, in order to cnable us to meet the extra
burden imposed on us in connection with our home charges. My hon’ble
friend, I regret to sce, is among’ the prophets. I regret it bLecause I think
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i that prophecy is a risky and specnla.twe line of busmess, unsuited to commer-
cial aptitudes. He has told us that it will take tho rupee ten years to fall to
1s. 2d. I cannot meet him on this ground I know nothing certain of the
future: I think I can seea serious omission in his talculation when he bases
the silver production of the next ten years on the limits of the silver production
of to-day ; and I cannot shut my eyes to the fact that in the last year alone
silver has fallen to the extent of what he looks upon as its future normal fall
in three years. But even at the present rate of 1s. 64. we shall have withdrawn
at the end of those 10 years, on the figures I have above given, 50 crores of rupees
from the pockets of the people ; and I do not see where any adequate compensat-
ing advantage is to come to them. I cannot dwell further'on these intricate '
points at present ; but when I am told that a currency the value of which relat-
ively to gold is what ours has now become will be the source, alike to Government
and to the people, of unmixed prosperity, I cannot but hesitate to accept these
glad tidings of great joy, and to enquire whether other causes have not been
at work to which in great part the improvement of our revenues may be as-
signed. I am aware that I have no right, and I certainly have no desire, to
speak authoritatively or with exceptional experience on one of the most difficult
questions to handle which has ever occupied the attention of Governments and
economists ; I have no wish to say ‘I am Sir Oracle—let no dog bark ;" but I
would venture, if I may, to deprecate the adding another optimist view to a
question on which, if not in India, at least in England, there are too many opti-
-mist views already. As the question is not one which entersinto the practical
scope of our discussion to-day, with the assurance that it is at the present moment
engaging the most anxious, the most carnest and the most unremitting attention
of the Government, I may turn to the next point in my hon’ble friend’s remarks
which calls for notice from me. He has expressed a wish to see the export-
duties on rice abolished. That wish, I may freely admit, I share; I admit also
the cogency of much of my hon’ble friend’s reasoning; but I take two ob-
jections, which must ‘practically be allowed to carry great weight, however
much we may desire the removal of these duties. In the first place, as I do
not share his hopeful views of that surplus which he dangles before my troubled
eyes, I cannot bring myself to recommend, in our present circumstances, the
striking off the potential estimates or the absorption as a source of revenue of
the round sum of £700,000. In the next, I cagnot but think that so long as
our duty does not unfairly weight our rice in its competition with the rice of
“other countries (and I do not understand that this is urged upon me), the
argument against it is incomplete. I do not deny, in other words, the force
of the arguments in favour of abolishing the duty, but I think that the duty
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is not of a nature so objectionable and so opposed to good cconomical doctrine
as to justify our abolishing it at a timé when our revenues are in my judgment,
and with due deference to my hon’ble friend, in a very critical state.

“In respect of borrowing in England, it will not have ecscaped my hon’ble
friend’s attention that we are in point of fact at the present time so doing;
and if for local bodies we propose to borrow in the local market, it must be
borne in mind that the extraordinary statc of the silver market, the reports
which reach us of the silver yield in Australian mines, the unsettled policy of
the American Government, and the utter uncertainty which hangs round the
future of silver, may well cause doubt as to whether, in spite of the comforting
assurances of my hon’ble friend, we are so safe on the sunny sido of 1s. 2d.
as he himself would have us believe.

“It has been a pleasa.nt surprise to me to find that the proposed tax has met
with so little opposition-on the part of this Council, and especially that my friends
Mr. Pefri Mohan and Mr. Mandlik, find themselves in a position to support us.
‘We have, indeed, been told, as I anticipated, that an income-tax is objectionable
because it is inquisitorial and because it is unsuited to the genius of the
Indian people; but the case agninst the tax has been put very moderately.
Now, with regard to this matter of the inquisiforial nature of direct
taxation in India of which we are constantly reminded. It is notin regard to
India only, I may remind this Council, that objections have been urged in
respect of inquisition. Students of text-books on this subject are familiar with
the fact that for many years after the imtroduction of an income-tax into
England this particular objection was to them of constant recurrence. But
time has there worn down, if it has not entircly effaced, the edge of this class of
objection. And what time has done elsewhere time may be trusted to do here.
In point of fact, as your Lordship said last Monday, the operation of the
license-tax during the last eight years has been of no small assistance in the
matter. We are far removed from the day, which I myself can well remember,
when the first introduction of dircct taxatiori sent a tremor throughout the
Peninsula. All have learnt and all have profited by the experience of a quarter
of a century. We, on the one hand, have found that we must avoid as much as
may be the multiplication of returns, and a varicty of other points, which were
in their nature vexatious, and which were not essential to the operation of tho
tax; the classes liable to asscssment, on tho other hand, have learned and are

stil' leprning that with a little honesty, a likile punctuality and a free recoursc
to tho regular remcdies open fo them, they can escape the ills which they the
more d.caded, because they were ills they wotted not of. My hon’ble friends
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Mr. Evans and Mr. Pedri Mohan have warned us that the tax is one which in its-
working will cause much difficulty, and that it will give rise to considerable
practical injustice. . 'We have been told that every effort will be made to evade
its just incidence. There is a well-known legal maxim with which my hon’ble
friend Mr. Evans is no doubt familiar, to the effect that 2 man cannot profit by
his own fraud ; and if I am told that an important section of the community
must be exempted from direct taxation because it is constitutionally fraudulent,
I must fall back upon that legal maxim. If I am to be assured that the
trading and commercial class in India should not be assessed to direct taxation
because they cannot deal honestly with the Government, I must reply that
that is a plea which to my mind is wholly inadmissible. But I do not resort
to such a reply, because I am convinced that the imputation is unwarranted.
I do not believe that the great section of the community concerned, whose
reliability and honourable discharge of their business obligations is of world-wide
notoriety, is open to that indictment, or that they differ in any material respect
from the great body of the Indian people of which they form so important a
part, and whose character certainly is not open to the reproach which would

seem to be levelled against a section of them by those who take this objection.

“My hon'ble friend Mr. Pedri Mohan has asked me for a pledge as to the
duration of the tax. No Financial Member who has any pretension to wisdom
will ever give such a pledge. Prudenceis toa Financial Member what modesty
is to a woman; and if he once throws it aside he must expect to descend to that
fallen class from whom nothing more may be hoped for. Nor in asking for
such a pledge is my hon’ble friend consistent with the assurance he has given
us that he accepts the principle of this Bill. If the principle is sound, it is
unreasonable and inconsistent to promise that its application shall be of limited
duration. If it is good for to-day, it is good for to-morrow and thereafter. So
that I must decline to give any such pledge as I am asked for ; nor would it
be of any value if I gave it. No pledge could bind my successor, who must be

guided by the oxigencies of the day in which he is called upon to administer
our finances.

«“ My hon’ble friend Mr. Pedri Mohan, I see, is not yet quite happy about
the Famine 1nsurance Grant. He has re-quoted a few words of Sir John Stra-
chey’s which I quoted the other day, and he bas cited a passage from a speech
of Lord Lytton's. I need not say anything more about the former extract. It
must be read with the context which I quoted last Monday to the Council, and
its meaning is perfectly obvious. But, in regard to what fell from Lord Lytton,
I may remind my hon’ble fricnd that the authors of the being of the Famine
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Insurance Grant were Lord Northbrook and 8ir John Strachey, and that if one
wishes to learn the characteristics of a child one must address oneself to its
parents. Lord Lytton was merely its sponsor; and if Lord Lytton promised
and vowed more things in its name than it was ever likely to accomplish, he
did no more than sponsors daily do, and must be held in no greater degree

responsible.

¢ Next, in regard to the import-dutics. Mr. Mandlik has urged and has
quoted authorities to prove that their re-imposition would not be felt. . That I
should wish to take leave to say scems to me beside the question. What we
are concerned to see is that taxation should be imposed proportionately to the
means of the person taxed. If the import-duties were little fclt by the poor
man, they would & forfiori be far less felt by the rich man. What we have to
look to is that each man should pay in proportion to his means, and not merely
that the poorest should pay a tax which is not absolutely unbearable.

I should wish, however, to say a few more words on the subject of the
import-duties, because I am compelled to disagree with a great deal of what I
daily hear about it. I am well aware that the view I take is not the popular
view; but a man must have the courage of his opinions. "We have been told
that the import-duties should have been retained ; and, in public discussion on
the subject, we are constantly assured that the import-duties were abolished
solely in the interest of Manchester. I may be veryobtuse; but I wholly fail to
see how, in a matter of this kind, we can scparate the interests of Manchester
from those of India, or the intcrest of the manufacturer from that of the con-
sumer. If the one, above all things, desires a free market for his goods, the
other, above all things, requires the removal of all restrictions the effect
of whioh is to raise upon him the price of the goods. The profits of
Manchester are the economies of India. I think we may find a parallel
which is not unsuitable in the case of the Isthmus of Sucz. It was
Europe, not Asia, which pressed for the piercing of that isthmus; but would
any one seriously maintain that the Suez Canal was made in the exclusive in-
terests of Europe, and that Burope alone has benefited by it. The exchange
of commodities, the commerce and the wealth of the world, the producer, the
manufacturer, the carricr and the consumer, have alike benefited by it,
as they must benefit by the removal of all restrictions and obstructions,
whether they present themsclves in tho form of an isthmus or in the form
of sn import-duty. The only Indian interests which scom to me to have
been sacrificed are those of the persons who hitherto had cnjoyed the
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monopoly «of exemption from taxation; and if those mterests are to be
sacrificed by the abolition of the import-duties, I must say that I should
regret it no more than the sweeping away by the waters of the Canal of the
privileges of the Bedouins whose inheritance the desert had hitherto excluswaly
been. If a nartow neck of land or a narrow section of soclety stands in the
way of benefit to the general community, then I say that it is the narrow neck -
or the narrow section which must be made to give way, and not the community
at large. So that I cannot for a moment concur with those who would re-im-
pose an lmport-tluty-or block up a canal, who would replace free circulation by
obstruction, and who would raise the prices of Manchester goods against us,
because, among other reasons, the benefits which the English manufacturing

class have derived are more obvious to their eyes than are the benefits accruing
to the Indian consumer.

«But it will be and has been said, that while this is all very well, it does
not alter the fact that £1,200,000 were struck off the revenue, and that the
country could not afford it. Putting Manchester, in other words, -out of the
question, I am assured that the import-duties should have been retained
because we could not afford to part with them. Well, let - us look at a few
figures. We have seen that the average surplus of the past three years has
been £700,000 ; we know that the Famine Insurance Grant is provided from
annual surplus funds of £1,500,000; so that we have had an annual surplus of
£2,200,000; and it is now argued that this was not sufficient, ‘and that we should
have added to this £1,200,000 more; or in other words that the import-duties
should not have been reduced, because we ought to have maintained a surplus
during the last three years of nearly three and a half million. Who, in the
name of reason, could have hoped to maintain such a surplus? Would the
Council like to know what would have happened if we had attempted to
maintain it ? T am no thought-reader, but a plain simple Member of the Gov-
ernor General’s Council ; but I think I could say what would have happened.
‘We of the Finance Department should have been bombarded for fresh funds by
the Military Department ; we should have been secized by the throat by the
Department of Public Works; the Home Department would have seized us by
the coat tails ; the Revenue and Commerce would have lifted its still small voice;
the porsuasive tonos of the Legal Member would have demonstrated the
necessity of increased supplies ; His Honour the Lieutenant-Governor of Bengal
in common with the other Local Governors, would have expected his quota
of this unhappy surplus; I doubt whether even the highest authority in the
land bimsolf would have had the courage to restrain his august hand from
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demanding a share in the general plunder. Expenditure, much of if unneccs-
sary, would have increased, and would have cstablished itself; extravaganco
would have been the order of the day; and when the day of retrenchments
and reduction came—as como it assuredly would—the whole administration
must have been thrown out of gear. If,on the other hand, so very considerable
a sum as £1,200,000 had been maintained for the extinction of debt or for
the construction of railways, how long would the tax-payer have put up with
it? Would he not have said he was doing too much for posterity, and bear-
ing too large a share of a burden towards the removal of which he already
annually contributed a surplus of over two millions? We should have been
abstracting annually £1,200,000 from the resources of the country, and em-
ploying it in redeeming a public debt bearing 4 per cent. interest by moneys
which, in private hands, would be invested at 7 or 8 per cent., and be utilised
in the production and the renewal of wealth. To make railways from surplus
revenues which one may happen to possess is one thing; to maintain, at the
expense of the tax-payer, a large surplus for the solo purpose of making

railways seems to me to be quite another matter.

“My hon’ble friend Mr. Mandlik has argued that the abolition of the
import-duties stands condemned, because it has not sufficiently resulted in in-
creased imports of manufactured goods. I cannot follow his calculation. The
value of imports of manufactured goods, treasurc and Government imports
apart, which in the 10 years before 1878-79 averaged 35 crores, was, in 1884-85,
53 crores; the average of the four years from 1878-79, when the first duties
wero remitted, to 1881-82, the year before the final abolition, was 47 crores ;
the average of the three ycars from 1882-83 to 1884-856 has been 51 crores.
The percentage of increase from 1878-79 to 1881-82 has been 28; from 1878-79
to 1884-85 it has been 46. If we remember that during this period prices have
been steadily falling, and that these figures represent values, not quantities, the
real increase will be much greater. My hon’ble friend Mr. Mandlik has over-
looked this important point, and the oversight vitiates all his conclusions. I
am not o foolish as to suppose that the great growth of our imports since
1878-79 is due solely or mainly to the abolition of the import-duties. It
isdue to a variety of causes. It is partly due to the increase in our ex-
ports; it is partly due to the cause to which so much of the increase of
our exports is due, namely, to the cxtension of our railways and to the
consequent improvement in the distribution and cheapening of commodities ;
it is due to the forcing of accumulated stocks, owing to the fall of prices in
England, upon the Indian market; it is very largely due to the fall of prices

in England ; but unquestionably it is also partly due to the abolition of import-
M
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duties. If the state of our exchange has, on the one hand, enabled us to place
large stocks of grain and of seeds on the European market, and has prevented
us from fleling in that direction the full effect of depression of prices which
weighé 80 heavily at home (and to which, so far as the commodities are con-
cerned which form the chief staples of our exports, we have not a little contri-
buted), it has, on the other, handicapped us in our power of purchasing piece-
goods, and has supplied an additional argument to what seem to me the
unassailable economical grounds on which those duties were abolished.

“My hon’ble friend Mr. Mandlik has criticised at some length the expen-
diture in various branches of the administration with which personally I am
not very intimately acquainted. I will not therefore follow him further on
this ground than to say that to his desire to introduce economy into the admin-
istration, and to extend the employment of Native agency, I personally and
cntirely subscribe. 'Whether from the more narrow ground of my own special
province of finance, or from larger political considerations, any practical efforts
suggested in this direction will have my constant and strenuous support. I
believe that in the dusl agency by which executive administration is and must
be carried on in this country we should endeavour and make it our great aim
to march not on parallel, but on converging, lines. His Honour the Lieute-
nant-Governor has dwelt at length on the question of the Provincial re-
venues. He sees, or thinks he sees, that, like Oassius, I have a lean and
hungry look, and that I am animated by evil intentions. He fears that in the
revision of the contracts I shall, as the French say, draw the counterpane too
much my way, and that he will be left in the cold. There is a Persian proverb
which says ¢ Awal Khwesh, bad’hu darwesh,’ which, very liberally translated,
means ‘ Devil take the hindmost.” But let me reassure him. In this matter
there will be no foremost and no hindmost ; we shall approach the matter in
that spirit of justice, of moderation and of reasonableness in which only it can
be effectually handled. We shall be most ready to listen and to examine all
that the Provincial authorities have to urge, but we shall at the same time be
compelled to insist, as I said last Monday, on an equitable re-distribution of the
new burdens which have been imposed upon the general revenues. To that I
am suro His Honour will take no exception, and we must leave the working
_out of the details to those who will be charged with the task.

‘““And now, my Lord, I think that I may bring this, my second apologia,
to a close. I am conscious that I have but glanced at the surface of much that
has been said ; something of what Lias been said I have not so much as attempted
to glance at; but this, not because I am gravelled for lack of matter, but
because, had I travelled over the whole ground taken up during this discussion,
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I should have wandered far from the issues actually before us. I have stated
why I cannot share my hon'ble friend Mr. Steel’s hopeful view of our pros-
pects, and why I am unablo to hold out at present any hope of the $¥omission of
the cxport-duties on rice. I have glanced at the argument against the income-
tax based on its inquisitorial nature, and have given my grounds for doubting
whether these arguments from lapse of time have not lost much of their force.
I have pointed out that the question before us is one of the equitable distribu-
tion of taxation, and why the import-dutics alone, without dircct taxation,
are not consistent with such a distribution ; I have contested iho view that the
import-duties should be re-imposed ; I have, I hope, re-assured Iis Honour the
Lieutenant-Governor in regard to my designs on the Provincial contracts; and I
leave the matter now, so far as I am concerned, to the decision of the Council,

in the confidence that we shall be accorded its support.

The Hon’ble Mr. HorE said —

“Our hon’ble colleague Sir Auckland Colvin warned us, on the lnst .
occasion when we met to consider this Bill, that we should probably find to-day
various ancient weapons furbished up for use in an attack upon it, but I con-
fess I hardly expected to hear it seriously contended that direct taxation was

unsuited to India and obnoxious to its people.

“ Direct taxation, I venture to maintain, is not a novelty in Indin, as too
commonly supposed, but a most ancient and well-known institution. Native
Governments have from time immemorial made the non-agricultural classes
contribute their share of the expenses of the State. To the Native mind in
general, this appeared only just, fitting, and to be contentedly borne. Between
cultivators and traders, poor and rich, no sense of unequal treatment could sub-
sist under the system which our predecossors in the Empire for conturies
pursucd. But when we superseded them we gradually abolished the structure
of direct taxation which they had laboriously raised. In theelder Provinces,
this chango was consummated by about the ycar 1844, in the newer ones
it took place later, but the only survivals of the Native system now are the
capitation-tax in Burma and tho pindhari-tax in tho Central Provinces, which
are specially dealt with in the Bill now beforc us. On the other hand, al:
Native States now rcmaining have, speaking broadly, retained their old
method of direct taxation to this day.

“What is the result? When we collect a paltry half million or so, British
India rings with discussions and objections, whilo to our Native feudatories
dircct taxcs, under innumecrable forms and names, and to a proportionately

-
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la.-rgcr amount from a far smaller population, flow in without & murmur. This
fact is so regnarkable, that it appears well worth our while to endeavour to
examine intd and ascertain its causes.

“Having served for considerable periods in Native States, and been
directly and indirectly concerned, as a Political Officer, with their administra-
tion, I have had some opportunities of observing their system in this respect,
and have myself been connected with the collection of direct taxation far heavier
than any which has ever been contemplated in British India. The character-
istics of their system may be concisely described as traditional acquaintance
with individuals and their circumstances, rudely equitable apportionment
between man and man, permanency or dislike of change, and employment of
the regular localised revenue agency. In 1880 a middle-aged Native Ohief,
who is his own Prime Minister, and a most intelligent personal ruler, described
tome his own practice in a few words. ‘In my State’ (he said) ‘the name
of every householder, not an agriculturist, is shown in the books of the village to
which he belongs, with the sum he and his ancestors have been paying. This
is levied from year to year. Only on extraordinary occasions is any alteration
made. If the family became * divided” the sum might be made into shares at
their request. If it notoriously fell into great poverty; some permanent
reduction might be conceded; or if the business were quite changed and
improved, I might increase the annual sum. But to get a small sum I should
never cause an outery.  Everything would be inquired into and decided, in the
presence of the parties, on the evidence of the village headmen and neighbours.’
Iam aware that this description might not apply precisely to all parts of India,
as also that Native Btates are subject to paroxysms of tyranny, and that even’
in those well administered acts of injustice may occur. But it is sufficiently

typical, and accounts for the fact of the noiseless levy in these States of direct
taxation.. ‘

“Turning now to British India—in 1860 we were obliged by financial neces-
sities to revert to direct taxation, which we had gradually abandoned, but
instead of a Native model, softened and adapted to our circumstances, we un-
{oﬁ,m}u,taly set up that of the -income-tax, as in force in Englh.nd. To get
direct toxation into good working order, even after a suitable model, would
have been a work of time and care, in the absence of tho long-standing
record of the names and resources of house-holders which we had in earlier
years done away with. DBut what, except failure, could attend a sudden
call on relatively ignorant and unlettered millions, at short notice, to assess
themselves, or prove right of exemption, to send in elaborate returns and
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calculations, and to understand and watch their own interests under the system
of notices, surcharges, claims, abatements, instalments, penalties and what
not, consequent thereon. Necessarily there followed a long traih of evils.
An army of tax assessors and collectors temporarily cngaged could not
be pure. They were aided by an army of informers, actuated by direct gain or
private animosity. Frauds in assessment and collection went hand in hand
with extortion in return for real or supposed exemption. Inquisition into
private affairs, fabrication of false accounts where truo ones did not cxist or
were inconvenient, acceptance of false returns, rcjection of honcest ones, un-
equal treatment of the similarly circumstanced—all these more or less prevail-
ed. The tax rcached numbers not really liable, for zamfnddrs illegally
recovered it from tenants, and masters from servants, while underlings enriched
themselves by the threat of a summons. Acts XXI of 1861 and X VI of 1862,
while affording relief in some respects, practically stercotyped many inequa-
lities and heart-burnings. In later years, the system of asscssment by broad
classes was an improvement on the earlier complications, but the advance of
local officers towards equitable assessment was perpetually being cancelled by
the alterations in rate and liability which I shall presently notice.

«Rencwed direct taxation in British India thus made a false start, from
which it has never recovered. Possibly, with time and care, a great improvement
might have been effected, if the law had remained unaltered.  But, unluckily,
with its too English form, came the idea that the tax was to be, as in England,
a convenient means of rectifying Budget incqualities, and a great reserve in
every financial or national emergency. In consoquence of this idea, incomes
between Rs. 200 and Rs. 500, which had been taxced at 2 per cent. in 1860,
were cxempted in 1862, the 4 per cent. ratc was red uced to 3 per cent. in 1863,
and the whole tax was dropped in 1865. In 1867 it re-appearcd in tho
modified form of a licensc-tax, at the rate of only 2 per cent. at most,
but reaching down again to incomes of Rs. 200. In 1808 it became a cor-
tificate-tax, at rates a fifth lower, and again commencing with a Rs. 500 limit.
In 1869 it beeame once more a full-bDlown income-tax at 1 per cent. on all
incomes and profits of Rs. 500 and upwards. In the middle of tho same year
it was suddenly nearly doubled. In 1870 a further rise to fully 8% per cent.
occurred : but with better times, the rate fell in1871 to 14 per cent., with a
limit of Rs. 760, and in 1872 tho limit was further relaxed to Rs. 1,000 and
upwards. In 1873 came a second period of total abolition, to be suceeedod from
1877-78 by the new series of Acts with which we are all familiar. Along

with the changes in rate and incidence just described, came changes in name,
N
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-form, classification, and procedurel. ‘With one ol_aject. or aqother, twenty-three
Acts on the subject have been passed since 1860. '

“This long recital of what is well known to my hearers will have been
tedious, I fear; but it seemed necessary to enforce my point, which is, that we
have hitherto attempted direct taxation in British India under conditions which
rendered  success impossible. Owing to the perpetual changes, the people,
never certain who was liable or what was the sum due, were an easy
prey for fraud and extortion, while the superior officials time after time
found their labours thrown away, and a fresh battle with guess-work and decep-
tion to be begun. That both officials and people should in 1872 have united to
condemn an impost hitherto associated only with such evils, is not to be
wondered at. Our ahgndonment of the machinery of direct taxation inherited -
people disliked without being able to understand. Our new-fangled and
European attempts to retrace this policy seemed to them tyrannical, com-
pered with the rude expedients familiar to their fathers. All things considered,

the abolition of the income-tax in 1873 was probably the best thing that
could then be done. :

“ But direct taxation could not long be dispensed with. A new start was
made in 1877. This start was, I think decidedly well intentioned, made in
considerable appreciation of past defects and desire to avoid them. It was wise
to begin with trades and classification, but it seems to me that too much was
made of supposed local differences, and too much importance attached to local
action. Bengal, Madras and Bombay passed Acts of their own ; Northern India
was dealt with by the Imperial legislature. As & necessary consequence
further legislation was soon needed to remedy inequalities. Some good wa;
thereby effected ; more would have resulted, but for the, as I think, unfortunate
abandonment of the Bill introduced in November, 1879. :

“ Act VI of 1880, with the local Acts it amended, is still in force. Their
continuance for five years unaltered has done a great deal to remove such
evils as arose from frequent changes. But still we find an unjust system of
maximum everywhere, while the amount of maximum varies, and the classifi-
cation cssentially differs, in different parts of India. In short, the incidence
differs with overy class, the poor pay more in proportion than the rich, and
the richer a man is, above a certain point, the less he has to pay. The ’mea-
sure is open to grave objections of principle and detail ; it répresenta no school

of economic thought, no section of public opinion ; it satisfies no one. and must
obviously be ephemeral. ’
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“In thisstato of affairs, we have presented to us the dilemma of abolition
orreform. 1 need not follow Sir Auckland Colvin in his review of other
alternatives to dircot taxation which have becn suggested, because, though
agroeing with his elimination of them, I hold the issue to be different. I take
my stand on the principle so eloquently enunciated by Ilis Excellency the
Viceroy when the motion for leave to introduce the Bill was before us—that
of abstract justice. How much longer, I would ask, are we to tolerate the fact
that non-agricultural wealth, though considerable and daily increasing, pays
very little, in proportion to its means, for the protection and great advantages
it enjoys under British rule—to which the very existence of the bulk of it is

attributable P

“ I thercfore elect unhes:tatmgly for reform, for such reform as, I person-

ally hope and believe, will ensure the incorporation of direct taxation as a
permanent part of our fiscal system. Whatever may hereafter, at least in the
near future, be the improvement in the general revenues, whatever surplus may
in such future be deemed available, after duly providing for the development
of the resources of the country and the reduction of debt, ought in my opinion
tobe applicd to relief in otber directions, such for instance, as that of the
rice-duty indicated by my hon’ble colleague Mr. Steel, but no reduction in
direct taxation should be conceded. Such a reduction would be unjust, as
impairing even such advance towards a fair balance of taxation between agri-
culturists and non-agriculturists as will be attained by the present measure. But
it would also be undesirable, since avoidance of change is essential inorder to
prevent fraud and oppression in the levy of the impost. Differing from
my hon’ble colleague Mr. Pedri Mohan Mukerjf and from 8ir Charles Trevelyan
and Mr. Massey whom he quotes, I hold that in India an income-tax is
utterly unsuited to form a financial reserve. In England the mass of the
people are accustomed to watch the commercial and agricultural prosperity of
the country, competent to understand changes and causes, and able to accept,
with intolligent cquanimity, an extra penny of income-tax, or an increasc of
duty on some article of consumption. But in India the position is just the
reverse, and such a condition is absolutely unknown. Certain sections of the
community, indeed, are able to understand and criticise the financial position
as well as people in England can, if not better. Asa rule, the people are in a

totally different intellectual and moral condition. Every change which takes

place is a source of anxiety, of disquictude, of spoculation, and of rumours which

are often unreasonable or even absurd. I can imagine few conditions more

economically and commercially prejudicial, if not moro politically dangerous,
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than that all India should come to be thrown zmnun]ly, from December to
March, into a state of doubt and speculation ‘as to what their fiscal burdens
for the coming year would be. On this subject I venture to draw attention
to the weighty remarks made by Mr. Gladstone in a debate in the House of
Commons on April 18th, 1858:—

% %  This country cannot besr a revulution once s year. I venturo to say in like
manner thot it cannot bear onee & year a reconstruction of the income-tax. Whatever you do

in regord to the income-tax, you must be bold, you must be intelligible, you must be
decisive, you must not palter with it.”.

-

Mr. Gladstone was speﬁ.king of the income-tax in England. His remarks,
however, apply to any system of direct- taxation whatsoever, and I venture to
think that they are even more applicable to India than to England.

“ Holding these views, as I do, I readily support the Bill now presented.
My approval of such a measure is due to no new-born zeal, to no tardy. con-
version. My opinion has long been matured. I may mention that a re-adjust-
ment of the public burdens, comprising increased direct taxation, was for
a time, under my strong advocacy, a part of the financial programme of
1882-83, and I much regretted its abandonment in favour of a policy more attrac-
tive but less sound. The present Bill, though in one or two respects scarcely such
as I should desire, is the same in principle and inleading details aswhat I then
proposed. Ifa success depends, I consider, upon its recognition as essentially
a new departure, on lines different form those which experience has taught
us to avoid, and upon its future life and administrative working being regulated
accordingly. Two points relating to its working seem to me of suiﬁclant im-
portance to warrant special notice to-day.

“ First of all, it is essential that the machinery be of good quality through-
out. The evils which are likely to arise when temporary, unsuitable, or ill-paid
agency is employed in the assessment and collection of a direct tax were amply
illustrated in a very searching enquiry which was made into the whole question
of taxation in 1881. T hope that I shall not be thought guilty of undue par-
tiality for my own prosidency, if I commend to notice the principle adopted
in Bombay in this respect. It has always been the rule there to place officers
of superior rank, usually the mémlatddrs (i.e., tahsilddrs) of the sub-divisions,
on special duty for two or three months to do the assessments personally, with
the clerical aid of one or, at most, two of thio regular sub-divisional establish-
ment. Officiating promotion being given to fill their places in the regular staff,
now men, if requircd at all, came in low down and had not.hmw to do with the
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tax. The mdmlatddrs acted under the direct check of the Assistant or Deputy
Collector in charge of their division of the district. The latter officer, being
on tour throughout the fair season and in constant intercourse with the people,
took considerable personal tests, heard appcals on the spot, and was a constant
check upon abuses. "I venture to hope that the analogy of this system might
be followed, mutatis mutandis, throughout India, and that efficiency in this,
8s in many other matters, might be materially promoted, if Assistant and
Deputy Collectors were more genorally placed, as in Bombay, in charge of the
whole administration of divisions (subordinate to the Collector and Magistrate),
and required to be on tour for a rather longer period of the year than is in
some provinces customary. As a part of this system, would follow ample
leisure, including a whole fair season, for deliberate assessment and collection,
and the hearing of appeals, freely, with less limit of time, and on occasions con-

venient to the people.

“The principle which I here advocate, of avoiding temporary agency, should
reach down to the villages in all Provinces when the organisation will admit of.
this, or should approach to it as near as possible. A permanent register of as.
sessees to the tax should be a part of the village-records, kept up by the village-
accountant, revised from year to year according to changes of assessment
which might occur, though these should be as few as possible, and this register
should be regularly inspected and countersigned by superior authority. The
amounts should be collected by the same agency as, and usually along with,
the revenue-demands, all special tax-collectors, chaprdsfs, and the like, being
eschewed. The same principle, on the other hand, should govern as far as in
each case may be the assessment of Mufassal towns and citics, officers and records
being permanent, though not necessarily employed on the work of the tax alone.
The Presidency-towns would, of course, need special treatment appropriate to
each,

“In making these suggestions, I do not overlook the peculiar administra-
tive arrangements of Bengal, arising out of the Permanent Settlement, but I
understand that even there a gradual advance to a much more complete fiscal
and executive organisation is recognised as desirable and not out of reach, and
I would add that I do not advocate more than arrangements on the same
principle in cases where similarity in detail is impossible. My recommendation,
however, is justified by the fact that although in Bombay the tax was so
administered, that it yielded, on an average of years, two-thirds of the amount

produced by Bengal and Assam, from a population only one-fourth of theirs, yet
the province is admittedly the one where the least discontent and outecry have

prevailed, and wherean income-tax has long been openly advocated by power-
ful sections of both European and Native public opinion.

Q
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“ No less important than reliable inferior agency is competent supervision -
of the assessment throughout the province. The inequalities which ‘have arisen
through the want of this both between provinces and between districts of the
same province, were very forcibly shown by the enquiry already alluded to. The
salary of a special officer in each province for a few months, or even for the
first two or three years of the new income-license-tax, “would be paid over
and over again, not merely in money, but in the additional equality and justice
which would be insured. I think I may venture to say, though I speak
without book, that my hon’ble colleague the Financial ‘Member will not
grudge whatever reasonable expenditure may be deemed necessary to provide
effective and reliable agency for the recovery of the tax.

« The other point, not less important than good agency, is the use of the
powers of assessment and revision from year to year with care, tact, and modera-
tion. All feverish anxiety to screw up particular classes or localities, or to
adapt assessments to the varying circumstances of the year, should be avoided ;
petty increases and chnnges should be foregone. 'What is needed is a patient

" and continuous endeavour to learn and record the real means of parties, to
prevent the unfair escape of individuals, and to build up a framework of taxa-
tion such as is found in Native States and normally worked upon.

« Pid T not believe that it is the sincere desire of the Government of India
that the new tax should be thus looked upon, and so administered in these two
respects, and that it is to be in all ways a new departure on lines essentially
" different from what is gone before, the measure would meet with my opposition
instead of my cordial support. I do not expect that direct taxation can ever
be - perfect,—it is open to abuse even in England,—but I see no reason why it
should not be gradually made in India as good as its nature will allow.

¢ T have already said that I should not follow 8Bir Auckland Colvin in his
review of alternatives, and I shall not follow other hon’ble members in their
suggestions of such, but I am obliged very briefly to touch on the question of
the import-duties, because my hon’ble friend Mr. Mandlik has alluded to
me personally and to the oplmons I expressed in this Council in 1875. He has
quite correctly represented the views I then held, and I now see no reason to
question their soundnees. If the adoption then acoorded to them had continued
longer, and if an excise upon Indian mills had in due time been imposed, when
‘found necessary, it is possible that we might have retained the duties to this
day. ‘Butin 1878 measures were taken which, in the balance of difficulties
then presented, it: would be rash in me to condemn. They introduced
disruptive principles into the tariff, and inevitably shattered and brought
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down the cntirc structure. Supposing, however, that the event had been
otherwise, that no action had been taken in 1878, and that the import-duties
were existing at this day, will the hon’ble member seriously contend that,
although they would be a convenient source of revenue, they would reach the
rich non-agriculturist in any degree at all approaching that in which justice to
all other tax-payers demands that he should be reached ?

“In conclusion, I feel it incumbent upon me to trouble the Council with a

few remarks regarding the question of silver and exchange, By way of intro-
duction .I would ask leave to read an extract from our Proceedings of 21st

March, 1877, in which I am reported to have spoken to the following effect :—

¢ Although there were occasions when the strength of a Government might be to sit still,
he (Mr.Aorg) did not think that this was one of them. The British Empire was interested
in the silvér question as much as any nation in the world—in fact, more so in consideration
of the epegial double life which it poesessed, a life both European and Indian. The English
nation bad in England an enormous debt, contracted and payable in gold. Ithad likewise there
s vast manufactoring industry for export, which depended in a great measure on the ability
of the silver-using nations with which it dealt to pay for its products. Here in India, on the
other hand, it had a heavy debt to defray in gold, while all its assels were raised in silver.
Thus if there were any serious rise in the value of gold, such as he for one believed had taken
place, rather than a fall in the value of silver, England must suffer both at home in her debt-
obligations and her current commerce, and in India by the depreciation of the national—he
meant in the sense of the Indian national—capital, which was almost entirely in silver, by the
incrensed weight of the obligations which she had to meet in gold, and by the decrease in the
value of her means of meeting them. He believed it therefore to be entirely the interest of
England, whether in England or in India, to have as large a circulating medium as possible,
and one which should embrace both gold and silver as o full legal tender. It would be gathered
from what he had gaid that he was one of that minority—and he must admit with regret that thoy
were at present a rather small minority—who were in favour of bimetallism. Solong ago
a8 Angust last (1876) after stadying everything on the subject which was within his reach,
be had written privately to his friend Mr. Chapman, the Financial Secretary, that he could
come to no other conclusion than that that system was the right one. He believed it was
quite possible for Government to fix a ratio between gold and silver after due enquiry, and that
it was just ag much the duty of Government to do #0 as to take any other mossures for the
protection of the community. No doubt such s step could not be taken without an under.
stinding with other nations. But if they were to wait till all nations agreed on the subject,
or till they could get together a sort of universal conference, they might have to wait for

ever.

“How far these views have been confirmed by experience, I leave my
hearers to judge. For mysclf I can only say that from that day to this, I have
watched most carefully all the phases of the question, I have studied all
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notable utterances upon it, I have neglected no opportunity which lay within my
. reach of pressing for practical action, such action as I deem indispensable in order
to pla.ca our finances in a safe position for the future, and to recover, as far as
may be, the position we have lost in the past. I entirely agree with my hon’ble
colleague Sir A. Colvin in holding, though I might justify my faith by
- somewhat different arguments, that a low exchange is not that benefit to India
which it is in some quarters supposed to be. I am convinced that unless a
remedy be applied soon, before prices of Indian produce are seriously affected,
the result will be a practical conflscation of a proportion, corresponding to the
depreciation, of such part of the circulating capital of the country as consists
of silver money. None the less does it seem clear to me that the present relative
values of gold and silver have a disastrous effect upon trade in general, and
upon large classes of the population 5f England. We may extend direct
taxation so as to redistribute the public burdens more equitably between
the agricultural and non-agricultural classes; we may effect reductions of
expenditure withont checking the natural growth of the country (as I trust
we may do) ; we might even go further, in our zeal to make two ends meet, on
the short-sighted and usually short-lived course of blind reduction without
regard to circumstances, but, as long as the currency difficulty remains un-
met, and the chasm of depreciation yawns before us, all such attempts to
rectify the finances must be futile, and like tinkering the sides of a kettle when
the bottom is out. This is obviously not the occasion for me to pursue this mat-
ter further or in detail. I will only say, and here, as in the foregoing remarks
on the subject, I offer my personal opinion only, that I deem the only effec-
tive remedy to be the adhesion of India, at least, upon terms which it would
not be difficult to adjust, to a Bimetallic Union comprising most, if not quite
all, of the nations which were represented at the Paris Conference of 1881. By
such means alone can we hope to afford to the unfortunate receivers of fixed
incomes, to whatever class they belong, the relief which is their due, or to
establish our finances on a sound basis.” ‘

The Hon’ble PeArt MorAN MUKERJI said :—* With Your E'xcellency’s
permission I wish to point out, with reference to what has fallen from the
Hon’ble the Financial Member, that I did not say that the imposition of the
tax should be postponed to next year, but that the consideration of the question
whether that imposition should be made permanent should be put off till next
year. I am not sorry that my Bébu English has caused this mistake, for it

has given the Financial Member an opportunity to treat the Council to a well-
turned repartee.’” '
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His Excellency tae PRESIDENT said :—* Before putting the question
I may be permitted to express the very great satisfaction I have derived
from the generous unanimity with which the various members of this Council
have expressed their approval of the measure placed bhefore them. Quite in-
dependent of those who are connected with the Governmont, we have amongst
us representatives of the three most important interests in Indin affected by the
present Bill. "We have a most distinguished representative of the ‘mercantile
interests, to whose incisive and weighty speech we have all listened with
the greatest pleasure and profit. We have an equally distinguished re-
presentative of the interests of the learned professions, and we have also
amongst us two gentlemen who are exceptionally authorised to speak on behalf
of the Native community. When, therefore, we find that the representatives
of these three interests have been good enough to acquiesce in a measurd™
which the Government have introduced with a considerable amount of
anxiety and reluctance, we may well congratulate ourselves upon the
result. But there is another view in which I personally may be permit-
ted to regard this question, and which gives moe even greater satisfaction
than that which I have derived from the consciousness that a measure
of the Government has been .unanimously approved by this Council. As
the representative of the Queen-Empress, and as in some respects the
spokesman of the British people, I cannot but consider that the unity
of the effort, which we have agreed to make in common for the protes.
tion and the defence of the Indian Empire, is a better proof and test
than any that could be produced of the solidarity of the interests which
unite Her Majesty’s Native and  British subjects in one common feeling
of loyalty towards Her Majesty’s pérson and Her Empire. And let me assure
those gentlemen who represent so ably Native interests in this country that tho
manner in which the. Native community has stepped forth so loyally and
Patriotically to the support of the policy of the Government on this occasion,
will not fail to be appreciated at its true value by their fellow subjects at

home.”
The Motion was put and agreedjto.
The Council adjourned to Friday, the 22nd January, 1886.

8., HARVEY JAMES,
Officiating Secy. to the Goot. of India,
Legislalive Department,

ForTr Wirrian;
The 16th January, 1886.
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