M.R.0. 1—77,006—8-6-37.

. ==
(1) Number of pages P&

(2) Date of repair 22 . Ar s : !

(8} Initials of the Referencer

MADRAS RECORD OFFICE.
Government of Madras. »

(=G cCo e \HFPARTMENT. e

T i e
~ Not to_be folded or roughly hand



No. 34 i

From

Tae Hox. W. HUDLESTON, S , :
: Chief Secrelary to the Government of Fort St. George,

To
Tus SECRETARY 10 THE GOVERNMENT or INDIA, o
FisanciaL DEPARTMENT.
Siz, _ ' 5
In continuation of my letter, dated the 31st December 1872, No. 1733, Lam
directed to forward copy of a Minute recorded by the Hon. J. D. Bim, 081,
Senior Member of Council, on the subject of Provincial, Municipal, and Loeal
Income and Taxation. = , : L
é : 1 havethe honourto b8,
i ‘ RS &
3% Your most obedient' servant,

Fosr Sr. Gronc, |, 2o £ A
9¢h January 1873. : Sk  Chief Secridary.

e e

Misure by the Hon, J. D. SIM, ¢sr, dated 8th January 18?9 ;

The letter of the Board of Revenue, and the various reports and finane
statements which accompany i, supply the Supreme Government wit
information required regarding-the amount and incidence of our existing faxs
and the feelings it has evoked among our people, Somo of these reports are
to cxcite undue apprehension or uneasiness. The Board, in my judgme
appreciate our actual position, and correctly describe public feeling on the subje
There canbe little doubt, I apprehend, that the present burden of taxation is
about as much as the country can at prosent bear, and that any addition to it is
greatly to be deprecated. The following is a brief abstract of our revenes in
1858-59 and in 1871-72. Theinereasein this space of fifteen years is £2,886,000,
but some of the items—Land Revenue, for instante—are not additional taxation.

There has been no general increase in the rate of the Land-tax; the additional

revenue is due to increased cultivation, The rise in some other items befaﬁﬁ '




.
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greater wealth. But still the gross increase is very great after makmg allowance -

for these considerations and for intermediate increase of population :—
' P L3 2 ' 1858-50.  1871-72.

‘

; £ £
LandB.evenue S e A R . L S Rt B 4,782,955
DT BRI o ol o il (b R vy 08 v aiath £ 5o 1 Simss 41,813
5 ek SRSt e el M e RSNG| R )] 570,802
Assessed Taxes ... il it RSN e s e RS 102,655
o T L e T R e W ST [ 313,229
¢ SR e P R g L RS
e T e T T L e Lk O, OP e © 807,851
U e R R A R e T X e 66,433 - 399,025 ’
Mideollaneous ... ... .. ... .. .o .. .. 839,890 280,130
R RN EIALION | Ly sl ead Ditaee et G TN A Grvena ¢ 36,476 "
ST T AR SRS e SRR R R ! 7,833,915
PETTL Y B VT L R g SN e S A0 SRSy (P g SRR DI 498,276
Municipal Taxes. ... . e o ae e e e ? 71,987 r
% Total _ ... 5,517,504 8,404,178 ¢

Norz,—Theso are not oll the items of revenus which are here realizod, but are thoge only which enter fuirly inte

. @ toparizon of this nature.

Of this increaso of rather more than fifty per cent. in fifteen years, £2,316,000
are items of Imperial and £570,000 of Local Revenuc.
Of the former the unpopular items are Income-fax, Stamp duties, and Regis-

tration. '

2. The first—Income-tax—is the only one that can be described as universally
and intensely unpopular. As incomes under £100 arg exempt from the tax, it
necessarily falls on a very small portion of the people, and only on those who are
comparatively well off. The complaints of malpractices by subordinates are, I
conceive, exaggerated ; but, owing to the ignorance of the people, and the practical
inability of the higher officials to ascertain incomes independently of the instru-
mentality and information of their subordinate agency, it cannot be doubted that
a tax of this nature affords peculiar scopes for malpractices and especially for

malicious and vexatious proceedings. The native, as a rule, makes no show of
¥

wealth, and his mode of life affords none of those indications of the possession of
means which afford some guide to a discriminating, officer at home., I doubt if
there is so m'ueh'of bribery and corrupt gains as is ‘genoi'zilly believed, but I can
welk understand what facilities the tax affords for vexatious and inquisitorial
proceedings either in the hope of extorting money, or, what I believe is more
common, from malicious and vindictive motives. It must however be admitted that
the tax is not suited to the country, and that it is universally complained of. I
hope, therefore, that it will be in the power of the Government of India to dispense
with it. No reduction of its incidence will, I think, avail much to remove the
prevalent discontent, for the wealthier classes will still be affected by it, and
they aro tgho most intelligent and influential. I would indeed rather retain the
tax as it is, and strive to improve our agency for levying it, than ¢ nibble » ak it
any more; but T trust the Government of India will find themselves in a positionk
to abolish it entirely. I may add as an additional reason that, as we have no special

machinery for imposing the tax, its abolition will not impede its revival at any*

futaro time should such a measure prove necessary’ Experience, however, shows
that the people do not.becomo habituated or reconciled to- the tax, and it can

TR -

hardly be regarded as-a resource in critical periods, when our strength may be
tried by, foreign invasion or internal revolt. It is too unwelcome to be resorted to
in times of danger. ' e

3. The Stamp Law is complained of more from its intricacy than from the -
pressure of the dutiss it imposes, though in some respects this also is severely felt.
The increase in' Stamp Revenue has been sixfold in fifteen years. .

4. The Forest Department is also unpopular,.but more from faults of admipis-
tration than from any other cause. There has been a growing tendency of late
years to regard the conservancy of wood as of paramount importance; petty
communal privileges have been invaded ; preseriptive rights of pasturage

cnrtailed ; the extension of cultivation impeded ; and generally much of hardship -
inflicted on the poprer classes of the community. It is quite possible to introduce

and maintain conscrvancy in aereasonable and sufficient degree without entailing
discontent and hardship, but to do this the Government should be unfettered in

their administration. It is difficult to reconcile the demand for a system of -

Forestry as rigorous as that of Grermany or France with the equitable regard for

prescriptive rights and usages and the tender consideration for the necessities

of the people which will make the working of such a Department af:ceptable as well
as successful. We have happily escaped the infliction of a Special Forest Law,
but even under the Penal Code there is much sfope for oppression. I would
strongly advocate the transfer of Forestry to the list of Provincial Services, thg net
revenue being Seducted from our gross assignment. Under this arrangement, and
with the help of the new organization, I am sanguine that we should be able to
administer the Department quite as successfully and much more acceptably to the

people.

q"ﬁen'tly somewhat complained of. But this will wear off and its great advanbgg,e‘s be

nppré'ciated.

6. The Saltas, being indirect, is but little complained of. But indications -
are not wanting to show that further taxation will contract consumption. * Theuam- o2
sumption of the five Fusly years, when the monopoly price of salt was Rupees 1-11-0

per Indian Maund, averaged Indian Maunds 6,688,163, while in the. two ym
1870-71 and 1871-72 at 2 Rupees per Indian Maund, it fell to Indian Maunds

1 Ao
Tt L

6,489,110 notwithstanding extension of Railways and increase q_fr opulation.
The returns for last yearave not yet been made up, buf T understand ;;ha{;the
gales show no recovery. Considering that salt is a necessary of life, and that a tax

op it necessarily falls more heavily on the poor than- on the rich ; that consumption
is not inereasing as it should do; that even the present high price of salt precludes
its use for cattle, for curing fish, and other purposes; and that the burden of general
taxation has been so greatly increased of late years, any further enhancement of

the Salt-tax scems to me highly inexpedient. ‘Certainly airything like egualization p

with the Bengal rate is quite out of the question. ’l;heﬂ}igh;termt&af Salt-taxia
Madras used to be regarded as an equitable set-off to its heavier Land-tax, an§ .thu
‘ po manufactures and little

consideration deserves weight in a country which has

foreign trade. ; 3008 v b
7. The-export duly on paddy and rice has not affected the exportation of

these grains, and though such a tax is wrong i_n'_grinci?le," and the State s_pgx;da
thousands annually to maintain and, exten.q their m‘xltwa:txon,. I.do nét‘«mzan.y‘
special need, im our present financial condition, fo g’lye up this item of' mven?; '.
which will help to fill' the vacuum which the abolition of the Income-tax wil

i

¥ L IS : ¢
5.- The Registration Doparfment is still impecfootly understood, and eonse-
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ereate. The effect of tho tax i i
4 X 1n enabling our rice to i
’ o 5 compet i
other countries in the foreign market must, of courss, be clme}); via:::llthdthz e
DS 1ed ; but, as I

ave said, the returns of exports afford no reason to suppose that the tax h
ax has any

injurious effect in this respect.
8. Asregards Provincial taxation it m: id tl
the. Provineial sy"stem certain l)t-:pn.rt:x::!::x}:vs:es?:ijg?; ‘:: have none. Under
;:sxglnment-, the msuﬂhfiency of which has been made good b; rdt;:).:ginv:rlth Jovs
WE?,( :,hand not b)y specml 'taxatmn. .'[‘he system has worked well, and l;lu;) koot
ich has attended it fully warrants its extension. The defects of t e
the inadequacy of the assignments and the inequitablle basis : 1"10 aL e
founded. The servic'cs which were made over to the ]}Iu‘dmsm(l}rv:ih o ek
:.llllow?d a net gmut in 1870-71 of £794,916; the actual amount a;“}‘i“t dw‘ere
em in perpetuity under the Proviuncial system was only £739,488 Tlsxbne 4
ment had thus by some means or other to make good this deﬁcie’uc : £ £/~1f (iovem-
also to meet the increased necessities of future years. The bamZ{ﬁ -')'),4"&8,.‘]:[“1
a hard one, and was made harder by the circumstance that owinrrt;',O tl “hlm ke
sure on the finances, the estimates and expenditure of 1é70-7loand g {E 2
were rcdu-ced to a minimum, In 1869, for instance, when the St tl)!‘e'\ 1.01_15 g
fo be verging on insolvency, Civil buildings were st:)ppcd all ovc: ‘S :" it)b b(.}hcved
n vanoxfs stages o.f construction; a very large portion of the first .]:’ 1‘6.381dency
?ecessm'xly went in the completion of these. But if, as I hay:m : aleg“ment
bupx:etge govornment gave as much as they could aﬁord’, we cann‘ot vrv]:ll coub% t‘he
;(:'n:ra :(:;c sh?uld we, 1}&(% the grx.ints to the several Governments been fai ;)ml) o
: . ording to their just claims. This, however, was not th e
?f the sl.ngle year 1870-71 were taken as a mattex: of cou s x4 R !
nrggulantlcs were perpetuated. A Goavernmant which h r;;e b S Exisnag
ge.ttuxg an exceptionally liberal grant in 1870-7. 1 :‘ (th T fortunato. i
a.txorf of former practice, or for some spocial reason ,of "lt 'el‘ 5 s g
?ontxr.mes to get that grant in perpetuity, Such an arran 1'&1181‘303‘}’ dur.a oy
1nequ1tgble, an'd it cannot be supposed that the Governmentgwllltfnt e g
aIr‘xi ;nu}x;t c.ontmue to suffer by it can feel otherwise than aggri:ve:gh B
T AR M A Gl S
yet reached us 'J.‘l?e:1 ; nd'la, bR, Do SHRIERRER, B 0o SRR .
; . pres(fnt i3 not a fitting occasion to enter full J w
su_bj'ect. But I may mention that, while Madras, with a u il .the
?mlhons and a revenue of seven, received only £7’4O 000 (F Oliélatlc)n A
1ts. revenue, Bombay, a far richer Province, with ,u. : rl t"ﬂ-l e
mxlhons. anid a revenue of six, reccived £900,000, or filteen P‘;Pﬂ : :;Un O'f ‘fonrteen
Bengal 19. slightly better off than Madras, rece.ivix,lg thirteoup Z'f:ent. i }tﬂ S
The Punjab, like Bombay, has secured fifteen per ceut; (:): itse:'le. b e
j.Y orth-West Provinces eleven per cent. British Burmah gets thirt v;znue, o th'e
is a recently acquired and peculiar Province, and is fuir?y entitlgd} *Z C‘-"nt-, l?ut 2
liberality at first, though not for ever; but this plea cannot be urﬂeé ehlc)cfulmml
the older Provinces. No one can read the early Administm?io oxll{x? i
the Punjab without being struck with the lavish expenditure of ' !'1tn f Ll‘]orf’s 'Of
impx:ovement; the policy was eminently wise, but the Punjab sur 1 ;csn u,nt( s]fn.n e
con-txuuancu of such liberality for ever. Its revenue is but half tlnt}of \In; 'c dlmda
owing to the necessity of keeping large bodies of troops in it,tili cc., tz‘lir;s,lan !
larger expenditure of State funds in it. I think we should tul,ie ht‘ \r e X4
afforded by the letter of the BSupreme Government, dated 17tlx'lt\zl:i::trs;?
; g Of«,

I understood -

No. 2019, Financial Department, to press the matter most earnestly on the Supremse
Government. Such disparities are indefensible, and we may fairly appeal to the
Governor-General in Council to do us justice and right wrongs inflicted in the
hurried inauguration of a new system. It is obvious that, had Madras
been treated as liberally as Bombay and the Punjab, we should have been able
to apply local taxation more gradually, and have thus escaped the discon-
tont now believed to prevail. It may be impossible to raise the assignment of
Madras to the level of the assignments of those Provinces, if those are continued
as they are ; but in this case the more favoured Provinces should year by year have
their grants reduced, the reduction being rateably added to the grants of the less
favoured Provinces until all are on a footing of just equality. If the State consi-
ders that 10 Rupees out of every bundred of revenue raised is a proper grant
from the Imperial Treasury for the Jails, Schools, Police, &e., of Madras, on what
principle can Bombay and the Punjab claim 15 Rupees out of every hundred
for exactly the same purposes? If the people of Madras must make good by local
taxes all that peculiar circumstances render necessary over and above these 10
Rupees, why should the people of Bombay and the Punjab be absolved from the like
necessity ? The sum at issue is no mere bagatelle; if ten per cent. were fixed
as the contribution all round, the Imperial Treasury would gain a million sterling
annually on the grants for the fiveold Provinces alone. If Madras got fifteen per
cent. as Bombay and. the Punjab do, her assignment would bea million instead
of £740,000. Nor is the question one of mere theoretical justice; it cannot
unfortunately be denied that, in some respects, education for instance, Madras
has been behind the other Provinces, and specially needs liberal treatment.

9. Taxation for local purposes is no novelty in Madras. In 1863 an Act
was passed enabling the inhabitants of any place to tax themselves for education;

in 1865 the formation ‘of Municipaluieu was pi ovided foi, in 1866 a road-cess was

established, and so on. The inadequacy of Imperial grants and of the Provincial

assignments led to the enhancement of local taxation in 1871, when many charges
previously defrayed from the Tmperial Treasury were of necessity met from local
taxes. Ten yearsago such taxation was unknown ; all that is now done from funds
thus obtained rested as an obligation on the State, though the work, from insuffi-
ciency of means, was often never undertaken at all, or imperfectly performed. The
State was expected tomake all roads, to supply education, to cleanse towns, &c. These
offices have now to be met from local resources supplemented by the Pro-
vincial assignment, and, as it is in the nature of such expenditure to expand,
it has been necessary to have recourse to local taxation more freely and more
rapidly than would otherwise have been requisite. The people naturally enough
grumble at being now required to pay specially for what hitherto the Circar
was supposed to be bound to do out of the general revenues, and some of the

objects for which they are required to pay—sanitation for instance—are not
yet fully appreciated by them. In India, as elsewhere, taxation in any form is’
unwelcome, and taxation for purposes little understood or appreciated is espe-

cially so. But the feeling is grad s the improvements effected

ually subsiding a
become more patent. Of the various local taxes imposed, the House-tax and
the License-tax are those

to which objection is chiefly made. The former
has always been especially obnoxious in this Presidency, although in many
districts it formed an item of the old Moturpha impost. Under our existing
law, the House-tax forms one of the items of municipal revenue in towns,
and is applicable to municipal purposes generally. Out of the Municipali-
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... Forwarding copy of a Minute recorded by the
o Hon. J. D, Sim, c.8.1., on ‘the subject of Provir-
»cial," Municipal, and Local Incoge and Taxa on.
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The Secretary to the
Government of

Department
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