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Soorrlah for a similar manufacture of salt. Persons, 
however, wishing to make salt by the indigeneous 
process were not allowed to do so. The COUJ;.t 
of Directors negatived, in 1840, the proposal of the 
Government of India to introduce an excise sytem. 
In 1868, the Government of Bengal suggested to 
the salt Board the expediency of trying the ex­
periment of manufacturing on the excise system. 
This was supported in a modified form by the 
Board. In 1854, the Benga] Government recom­
mended the whole of the old agency of the Twenty­
four Parganas for the experiment of private 
manufacture under an excise, which was sanctioned 
by the Government of India. 

In December, 1853, the Government of India 
appointed Mr. G. Plowden as Commissioner for the 
enqUIry. Mr. Plowden submitted his report in 
1855-56. The principal objl'lctions which were 
urged against the levy of an excise upon salt manu­
factured by the indigeneous process were: (1) That 
the SQl>ply of salt in the interior would be derang­
ed; (2,) that a few capitalists would obtain a mono­
poly Qj the supply; (3) that there would be more 
evasion of the tax by illicit manufacture and Sale 
than under the existing system; and (4) that the 
preventive system necessary under an excise would 
be more expensive to the Governmen~.and more 
veXliijQus to the malangis than Government manu­
f~, ,Xr~Plowden refuted all these arguments, 
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and expressed his opinion in favour of converting 
the monopoly of manufacture into a system of 
excise. He added, however, that the desired 
chang~ should be introduced gradually. 

The Salt Commissioner exprtlssed the OpInIOn 
that, regarded as a means of supplying the threat­
ened deficiency of salt in Bengal, the experiment 
was a failure, but as a practical tt)st of the possibi­
lity of applying the general principleH uf free trade 
and manufacture to the salt manufacture in Bengal, 
the experiment was perfectly successfuL In 1855. 
the Salt Board, in consequence of the very low state 
to which the stock of fialt had been redueed, recom­
mended that the 24-ParganaR agency ;~hould be 
reopened; but the Bengal Government deprecated 
such a course. The Government of India, 11Owever, 
came to the conclusion that it would not be safe to 
postpone the reopening of this agency any lo.nger. 
According]y, this step, as has already been men­
tioned, was taken. The western portion of the 
24-Parganas agency was reserved for excise salt, 
and the eastern portion for the manufacture of 
Government salt. 

In the meanwhile, the question had been receiv­
ing attention in England. In 1853, during the 
passage through Parliament of the Government of 
India Bill, the House or Commons inserted a clause 
which recited that, under the Act of 1833, the East 
India Company had no right to engage in any 
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commercial undertaking, and sought to declare the 
continuance of the salt monopoly as unlawful. This 
clause, however, was expunged by the House of 
Lords, and its omission was subsequently 'agreed 
to by the House of Commons. Soon after this, the 
Court of Directors, apprehending the re·agitation 
of the question, in Parliament desired the Govern­
ment of India to institute an enquiry as to the 
practicability of carrying into effect any system 
under which the manufacture and saJe of salt 
in India should be absolutely free, subject only 
to such exci8e, or other duties, as might be 
levied upon salt so manufactured. rl'he revenue 
derived from salt in Bengal in 1854-55 amounted to 
Rs. 1,41,88,000,1 

'rhe q-uestion of c8tablishing a monopoly in the 
Madras l'residency was first ,Ulooted and advocated.· 
by the Board of Revenue in I7!)!) In permanently 
assessing the land tax in some parts of the Presi-

1 The following table showR the fiscal results of the year 18M-55. 
l'roceeds of wholesale sales of indigenou~ salt, indudillg COHt, 

and a. duty of Rs. 2-8 as. a maulld . . . H8. 1,21,00,800 
rro~eeds of retail sales in the saliferous districts. at 

various prices, realising a small rate of duty ..,] 8,15.000 
Excisc of Re. 2 .. 8 as. a maund on privatc munufueture." 48,()()(} 
(,ustoms duty of Rs. 2-8 as. a mound on foreign salt 

imported by sea . . . 
Miscellaneous credits to the Department " 

" 

42,00,()(X) 
B4,OOO 

Total rec,eipts RR. 1,82,47,000 
Deduct charges ,of manufa.cture of Government salt . " 27,06,CXX> 

HrOSll salt l'ev,enue . • 
Deduct eha.rges of prevention, collection, etc. 

Net ealt revenue • 

Rs. 1,55,41,()(X) 
13,53,000 

Rs. 1,41,88,<ID 
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dency in 1802, the exclusive right of manufacturing 
salt was reserved to the Government. Till the year 
1805, the manufacture of salt was either farmed out, 
or managed by the officers of the Government, but 
upon what system the records do not clearly show. 
The gross revenue amounted, on an average of five 
years ending 1804, to 80,000 star pagodas (or 
Rs. 2,80,000), exclusive of all charges. In 1804, the 
gross receipts amounted to Rs. 2,21.607, and the 
charges of establishment to Rs. 11 ,467. 

The Board of Revcnue declared the introduction 
of monopoly impracticable, and advocated the im­
position of a high duty on all salt, manufactured 
or imported, the home manufacturers being required. 
to take out permits and to register t,heir pans. 
One of the members of the Board, :Mr. Falconer, 
however, dissented fr01'n the proposal, and t~uggested 
a close monopoly such as existed in Bengal. The 
Collectors, in general, preferred a fixed duty to a 
monopoly. rrhe Madras Government rejected the 
excise proposal in favollr of a monopoly. In 181o, 
a regulation was passed establishing a monopoly 
in all parts of the Presidency, except Malabar and 
Canara, to which areas it was afterwards extended 
in 1807. The subsequent Regulations and Acts 
relating to the salt revenue did not affect the ori­
ginal plan. The revenue was further protected by 
the rules for the management of the salt department. 
The peculiar feature of the system was that the manu-
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facture was conducted exclusively on account of the 
Government. The manufacturers contracted to 
furnish salt at a fixed price, and the Government 
disposed of the salt, also at a fixed price, through 
their own agents, to the dealers and others. 'rhe 
manufacture, sale and. transit of salt within the 
limits of the Madras Presidency, excepting on 
account of the Government or with their sanction, 
was expressly forbidden. The removal of salt from 
the depots without a rawanna waR prohibited. 

The administration of the monopoly was original­
ly subject to the immediate djrection and control of 
a General Agent, acting over the Collectors, and in 
subordination to the Board of Revenue. In 1808, 
the office of General Salt Agent was abolished, and 
a commission of Ii per cent. on the salt revenue 
was granted to the Collectors and their head 
assistants.! In 1836, the payment of commission was 
finally Jiscontinued, and the management of the salt 
revenue constituted one of the ordinary duties of 
the Collectors, in subordination to the Board of 
Revenue. 

The regulation establishing the monopoly fixed 
the sale pri~ of salt at Rs. 70 per yar(;pt, including 
duty and all cost of manufacture. In 1809, the 
pricewRs raised to R2. 105 per [I(J,Tce, but the 
revenue did not rise proportionately. 'rhe price was, 

I Report of the Salt Oommissioner, 1836. 
I A garce is equivalent to 120 maunds. 
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therefore. reduced in 1820 to the onginal rate. The 
Board of Revenue, on severld occasions. pro­
posed an increase of price, but the Government 
did not agree until 1828. In tha,t year, the 
Government acquiesced in the recommendation of 
the Board, and the sale price was raised to Rs. 105 
per g(1TC(~, at which rate it remained for sixteen 
years. The transit duties were abolished through­
out the Presidency in 1844, and the net revenue 
relinquished by such abolition was about 31 lakhs 
per annum. The price of salt was, consequently, 
raised to Rc. 1-3 as. per maund (or Rs. 180 
per gane) in order to compensate for the loss. 
The Madras Government had remonstrated against 
the price being raised to this extent, and the Court 
of Directors ordered in July of that year the reduc· 
tion of the rate to Re. 1 per maund (or Rs" 120 
per garce) which continued to be the price in the 
Presidency till the termination of the Company's 
rule. 

Marine salt in the Madras Presidency was made 
exclusively by solar heat. The sea-water was let 
by graduations into small shallow beds, and after 
evaporation the salt was scrapeJ off and dried. 
The cost of manufacture differed in different 
localities. The average cost of manufacture was 
Rs. 8-11 as. per garce in 1855, and the establishment 
and other charges amounted to Rs. 3-6 as. The 
total cost price was, therefore, Rs. 12-1a. 
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The mode of tlliation was of a rough and ready 
character. The salt was placed heap upon heap, 
.and the mounds were taxed according to the 
number of men and cattle employed upon them; 
but, like motnrj'a, the tax was arbitrary and 
regulated on no fixed principles. Scheme~ were 
formulated for placing the manufacture under a 
more defined system of regulation and for taxing 
the produce moderately, but it was found difficult 
to give effect to them. 

A charge of Rs. 15 per 100 maunds free on board 
was made for the exportation of salt. By a Regula­
tion of 1805, the importation of salt into the Madras 
territories by sea or land was prohibited. But 
Regulation II of 1818 permitted such importation, 
subject to the payment of a duty of 100 pagodas 
(or Rs. 350) per garCf~. This was replaced by 
Act VI qf 1854, which imposed a customs duty 
of Rs. 3 per maund, on all foreign salt imported 
into the Madras territories by sea or land. In J 849, 
however, an exception was made in favour of 
Goa salt, which was admitted into Canara by land, 
at a reduced duty of 12 annas per maund. In 1851, 
the court of Directors desired that the trade in 
salt in Madras should be placed, as far as possible, 
on the same footing ab in the other Presidencies, 
that is to say, all foreign salt should be allowed to 
enter the ~Madras territories on payment of a customs 
duty equal to the profit derived from the manu£ac-
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tured salt of the Presidency. ~~jJ~53, ,fore!g~~a,1t 
was admitted to equal competition with the manu­
factured salt of the Presidency at certain specified 
ports. The import duty was fixed at 12 annas per 
maund. because this rate represented the average 
net profit per maund accruing from the monopoly 
sales. No foreign salt was ever imported into 
the Madras Presidency on private account, except 
a small quantity across the GOH, frontier.l In 
1852-53, the profit. to the Government, on salt 
transactions amounted to Rs. 45,25,925. Deductjng 
from this the chargt~s of collecting and protecting 
the revenue, there remained a net salt revenue of 
Rs. 42,89,765. 

The Salt Commissioner reported in 1856 that, 
regarded simply as a plan for the reali8ation of 
an indispensable revenue, the salt monopoly did not 
afford much room for practical objection. But 
he held that it was objectionable from one point 
of view, namely, that a Government monopoly in a 
great article of consumption in any form or 
degree, and any participation by a Government 
in the business of a trader, were such deviations 
from true principle as could not fail to be 
productive, directly or indirectly, of evil con8e­
quences. Regarding the question of substituting an 
excise for the monopoly, the Board of Revenue 
admitted the practicability of the proposaL 

I Report of the Salt Commissioner, 1856. 
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Mr. Plowden thought that, although "it was not 
practicable t.o render the manufacture of salt 
absolutely free, the possibility of substituting the 
Bombay system of excise appeared to him to admit 
of no question. He was of opini9n that the adoption 
of the Bombay system would involve no material 
change in the details of local management, or in the 
general administrative system, and urged that such 
substitution should be c:arried into effect without 
delay. 

In the Born bay Presidency, originally, salt 
revenue was one of many small miscellaneous items 
of State income. rrhe first enquiries in connection 
with the realisation of an improved revenue com­
menced as early as 1816. In 1823, the Government 
wrote to the Court of Directors pointing out that 
no salt monopoly existed in the Presidency and that 
the duties were of a trifling nature; but that it was 
practicable to improve the resources of thA Presi­
dency by enhancing the duty on salt to a substan­
tial extent, without inflicting any hardship on the 
people. In 1824, the Court of Directors negatived 
the proposal of the Bombay Government to estab­
lish a salt monopoly. Enquiries on the question of 
realising an improved revenue without the establish .. 
ment of a monopoly werp, then renewed. In 1830, 
the Court of Directors sanctioned the proposed 
Regulation of the Bombay Government which fixed 
a maximum duty of 13 as. 3 pies per maund. This 
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Hegulation, however, was not promulgated, and the 
question was referred for the consideration of the 
Committee which was appointed in 1836 for revis­
ing the customs laws of India. This Committee 
recommended the immediate abolition of the transit 
duties throughout the Presidency and the simul­
taneous substitution of an excise duty of annaR 8 
per maund on salt, together with an import duty of 
tllC same amount. In 1837, a law was passed for 
imposing and enforcing an excise outy of 8 annas 
per maund. In January, 1838, anothol' Act was 
passed, under the provjsioIl~ of which the levy of 
transit or inland cHstoms dutieR in the Bombay 
Presidency was finally abolished, and a ~ustoms 
duty of 8 annas a 111alllld waR levieo on all Bult 
imported from any foreign tClTiiory. 

The sub~t,itution of an pight-anna excise on salt 
in COllllllutation of the tl'anf'it dutios, rosulted in 
an annllal loss of revenue to the Governrr..0nt 
amounting to HI'. 2,51,607. In 1844, the exc\IiB.,,,"s 
well as the import duty on salt was raised from 
8 annaa to Re. 1 per maum1. The Court of Directors, 
however, ordered that the \'ate of duty should on 
no account be fixed at a higher rat,e than 12 annas 
per maund; and, in compliance with this ~rder, 

the Government of India, reduced the rate to 12 
annas by an Act passed in the same year. The net 
increase of revenue realised from the increased 
,.excise, on an average of eight years from 1845-46\ 
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to 1852-53, was Rs. 7,31,720. In 1850, an Act 
was passed for the better protect.ion of the salt 
revenue. In 1852, two other Acts were passed 
with the ~me object. 

The salt of the Bombay Presidency was obtained 
entirely by evaporation. The produce was of two 
sorts, namely. sea or coast salt and salt manufac­
tured in the inland districts. The former was the 
most extensively produced, constituting about nine­
tenths of the entire salt of the Presidency. All 
foreign salt, including salt produced in any other 
part of India, was admitted to full competition 
with the locally produced salt on equal terms. l 

SOIDe of the salt works were the absolute property 
of the Government. Others were owned by indivi­
duals, subject to the payment of land rent, which 
was exclusive of the excise duty. The excise duty 
was payable before the removal of the salt from 
any of the salt works. The duty having bRen paid, 
the sa.lt might be carried by sea or land to any 
part of the Presidency, and might also be 
exported out of the Presidency by sea or land, 
without the levy of any further duty, either 
customs or excise. 

When the salt ",xcise duty was first established 
in 1837, the collection and management of the new 
tax were, sou f~r a's''''the salt works of the province 
were concerned, ~de over to the Collecter of 

, IlepQrt of the Salt Commissioner, 1856. 
B.I.T. R 
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Customs in Gujrat and the Konkans. The salt 
works in the island of Bombay were at the same 
time entrusted to the Collector of Land RAvenue. 
In 1852, the charge of salt works in the island 
of Bombay was transferred to the Collector of 
Customs. Three years later, the entire charge 
of customs and salt excise was placed in the 
hands of a Commissioner, aided by deputies and 
assistants. l 

The gross revenue derived from the excise on 
salt in the Bombay Presidency in the year 1852-
53 amounted to Rs. 24.,62,262, the cha.rges to 
Rs. 2,03,995, and the net rewnue to R~. 22,58,267. 
The import duty yielded a sum of Rs. 1,00,112. 
The total net revenue (including both t'xci8e and 
customs) from salt was thus Rs. 23,58,379 

In comparing the merits and demerits of the two 
systems of monopoly and excise, Mr. Plowden 
found that the only question to be solved was, 
which of the two alternatives would present 
greater difficulties in the way of the prevention of 
smuggling? The Bombay Government dec~ded 

that the difficulties would not be greater under 
a system of excise than under a monopoly, and 
the Salt Commissioner held the view that the 
decision was a correct one. He expressed the 
opinion that the history of the salt tax in the 
Bombay Presidency presented no objectionable 

I Repud of the Salt C011lmis8Umer, 1856. 
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features; but, on the other hand, it bore the 
impress of a beneficent policy. 

The manufacture of Ralt in the Bombay Presi­
dency was essentially-though not absolutely­
free. Mr. Plowden, therefore, did not consider it 
desirable that the then existing restrictions should 
be relaxed. 'l'he system had, however, certain 
defects, and tIw Salt Commssioner made detailed 
suggestions for their removal. He urged the 
Government to withdraw from the manufacture of 
salt without delay. Further, he recOlnmended that 
the export of salt by sea beyond thePresideney 
should be free. l 

Salt requirl)d for consumption in the Punjab and 
the North-Western Provinces was obtained partly 
from the salt rockt:l and partly from the Sambhar 
lake. Such salt paid duty on pa~sing tho inland 
customs lines. The net \'ic\venlle ueri yed from salt" 
from the whole of India, exclusive of Clli'ltoms duty 
levied on the import of the article, amounted to 
£2,501,881 in the year immediately preceding 
the Mutiny, and to £2,131,346 in 1857-58. 
Including the yield of the customs duty, the salt 
revenue was £3,812,217 in 1856-57, and £3,249,978 
in 1857-58. 

The income derivbd from this source thus re­
presented nearly 10 per cent. of the total revenue 
of the country at the close of the Company's 

1 Report of the Salt Omnm'iaBWner, 1856. 
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administration. [rhe mode of collecting the revenue 
from salt, as has afready been noti'Jed, varied in the 
different provinces of India. In some cases, it was 
derived from a system of Government sale; in 
others, from excise ; and in the rest, from customs 
duties. 

The burden of the salt tax formed a subject of dis­
cussion during the entire period of the Company's 
administration. Even in the early years, the high 
rates at which the tax was levied were condemned 
by many eminent persom. In 1776, P.i.1ilip Francis 
expressed the view that "salt should be as free and 
unburthened as possible." But, in 1824, St. George 
Tucker defended the salt tax by pointing out that, 
if a certain tax be required beyond what the land. 
would produce, the best method of raising it would 
be to levy an indirect tax on some article of general 
consumption. In regard to direct imposts, he remark­
ed: "It can never answer any useful purpose to tease 
and torment a country with taxes and tax-gatherers, 
when such taxes are unproductive, or produce little 
more than is sufficient to maintain a host of reverme 
officers. These officers are an evil in any country; 
but, in India, where it is almost impossible to prevent 
their malpractices, they are a serious evil." He 
observed further: "The Government have selected 
it as an article of geneul consumption, which can 
be rendered productive, and as a medium or instru­
ment for levying contributions by a sort of volun· 
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tary process, without the intervention of the tax­
gatherer. It approaches, I own, to a poll-tax; 
but it is a very light poll~ta.x, which is paid almost 
insensibly; and whereas in India the great mass 
of people, with few exceptions, are in nearly the 
same condition, there is no injustice, and little 
inequality, in applying to them one common scale 
of taxation, regulated by the scale of their 
consumption."! 

In the course of his evidence before the Select 
Committees of 1832-33, Raja Ram Mohun Ray 
said: "As salt has by long habit become an 
absolute necessity of life, the poorest peasants 
are ready to surrender everything else in order to 
procure a small proportion of this article ... If salt 
were rendered cheaper and better, it must greatly 
promote the common comforts of the people."2 
In some of the petitions presented before the Select 
Committees of 1852-53, the salt duty was described 
as a tax which pressed very heavily on the poor. 
Not a few of the witnesses who appeared beforo 
these Committees were emphatic in their condemn­
ation of the tax. Mr. W. Keane described it as an 
"oppressive tax" an~ as "the greatest temporal 
curse on the country".8 

1 Tucker, RlJ'1Jiew of the Financial Situab'on of the East India 
Company. St" Goorge Tucker held many high positions in India including 
that of the Accountant-General. On his retirement, he became a Director 
of the Company, and llitimateiy rose to the position of Chairman. 

• Report of the Select CQ1nmittee, 1832-33. 
• Report of tlllJ Lords' Committee, 1852-53. 
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In 1853, thB House of Commons adopted a 
resolution urging the abolition of the iluty. But 
the Government did not see its way to accept it, as 
it was, in its opinion, the only tax paid by the 
masses of the people, who had long been accustom­
ed to it and on whom it did not press heavily.l 
John Bright characterised the salt tax as "economi­
cally wrong and hideously cruel." 

At the time of the t,ransfcr of the administration 
of India from the Company to the Crown, the rates 
of salt duty differed in the various provinces. In 
1859, these rates were as follows: Bengal, Rs. 2-8 as. 
s maund ; Madras, 14 as.; Bombay, 12 as.; North­
Western Provinces, Rs. 2; the l)unjab, Rs. 2; Olldh, 
Rs. 2. On account of the financial distresi3 caused 
by the Mutiny, the Government of India proposed 
to raise the duty generally by 8 annas per maund. 
But before the step was actually taken, it was 
considered desirable to commIt the Provincial 
Governments. The Government of Madras took a 
strong exception to any increase. Sir Charles 
Trevelyan, then Governor of the province, wrote: 
"On every ground of justice and policy, it would 
not be desirable to increaso this tax. The salt 
tax is of the nature of a poll-tax; and it is 
already so heavy that the labouring population, 
who form the bulk of the consumers, and con8e­
quentlr of the tax-payers, are unable. to provide 

1 Vide Speech of Sir Charles Wood in the lio~ of CommoDB, IbM. 
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a sufficient supply for themselves and their families." 
Some of the other Governments agreed to smaller 
rates of increase. Ultimately, the following addi­
tions to the previous rates were decided upon :­
Bengal, 8 annas.; N. W. P. and Oudh, 8 annas; 
Madras, 2 annas ; Bombay, 4 annas ; Punjab, 2 annas. 
The expectation of an additional revenue was fully 
realised. The slight, additions to the duty produced 
£1 million sterling. There was no adverse effect 
on consumption. 

In 1861, Mr. Samuel Laing remarked that 
the amount per head paid for salt was small, 
and the general rise in prices and wages 
had made this amount, comparatively speaking, 
smaller still. He therefore, thought that a further 
Rlight increase might easily be made without 
inflicting any hardship on the people and checking, 
consumption. Accordingly, the following further 
adJitions were made to the rates of duty in t,he 
different provinces: Bengal, Bombay and Madras, 
4 u,nnas per maund; N orth-Western Provinces and 
Olldh, ~ annas; Punjab, Re. 1; Central Provinces, 
Re. 1 aI;ld 8 annas; Sind, Re. 1. Corresponding 
additions were also made to the custOIIlS duties on 
im po:r;ted salt. An enhanced revenue of over hali a 
millitm was expected. 

At the end of the year, it was found that the salt 
receipts w~e less than pad been estimated. 
The Fina~ce Me:r;nber thought that the reason was 
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to be found not in the falling-off of consumptiont 

but in the fact that large stocks h.ad beAn 0arried 
over from the previous year. In t.he following year, 
there was an increase in the receipts, while the 
charges of the department we::'e considerably 
less. This latter result was due to the contraction of 
the Government salt manufacture in Bengal, where 
one Government agency had been abolished and 
t.WO others consolidated into on6. In the budget 
for 1863-64, a further increase in reeeipts was 
estimated, in view of "the growth of the consumption 
from the improvement of the circumstances of the 
people and of the means of communication with the 
interior, and of tho increased quantity likely to be 
sold in Bengal in consequence of the cessation of 
the Government manufacture and the disposal of the 
remaining stock".1 

In the p.ourse of this year, owing to the inability 
of Government salt to compete with the low price 
of imported salt it was decided finally to withdraw 
from the manufacture of salt in Bengal. The 
consequence was that thu production in Bengal 
ceased at once and entirely, for there was no one 
who had sufficient capital to manufacture the 
article under the t>ystem of excise which was now 
introduced. Ip British Burma, the manufacture 

1 Sir Charles Trevelyan observed on this occasion: "As this is an 
article of general consumption and the price of the consumer kinds is 
not liable to much variation, the effective demand for it is a £ODd test of 
the circumstances of the country".-Financial Statement, 1863-64. 
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of salt continued to decline as the people found 
the cultivation of rice more profitable. The import 
duty was reduced in 1864-65 to 4-! d. a maund, 
in order to equalise it with the excise. In the 
Presidency of Madras, where salt was manufac­
tured and sold on behalf of the Government, the 
revenue from this source amounted to over a million 
pounds sterling. The great stagnation in the salt­
petre trade caused a decline in the salt revenue in 
the North-Western Provinces and the Punjab. 

In 1865, Sir Charles Trevelyan, then Finance 
Member, expressed the opinion that, if additional 
revelJUe should thereafter be required, a sure and 
perfectly unobjectionable resource would be found 
in a moderate increase of the salt tax. Owing to­
the greatly increased importations from Liverpool, 
the average price of Halt in Bengal, exclusive ot 
duty, had considerably decreased, while in t,he south 
a.nd the west of India the price had greatly dimi­
nished by the reduction in the cost of carriage, arising 
from the opening of railroads. He observed; "No­
tax can be collected more cheaply or with less 
annoyance to the people than the salt tax. In 
India, where the interference of subordinate fiscal 
agents is more than usually disliked, this is one of 
the greatest recommendations of a ta.x. The really 
productive taxes are those which are paid by the­
body of the people. Clearly, they ought to pay 
their fair share, for they profit even more than the 
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rich by the advantages of good government. A 
rich man can generally protect himself, but, if the 
interests of the poor man are not cared for by the 
State, he is ground down by the rieh and is rarely 
able to rise in the social scale".l It is difficult to 
account for this change in the views of Sir Charles 
Trevelyan during the brief period of five years . 

.A. different view was, however, held by Sir 
Charles rrrevelyan's successor in office, Mr. W. N. 
Massoy. In 1867, when the financial position of 
the Government wal:' ve:y unsatisfactory ,'lnd extra 
taxation was found unavoidable, an addition to 
the salt tax was suggested in certain quarters 
in preference to a licc-nse-tax. But Mr. Massey 
was unwilling to accept the suggestion. In the 
following year, when the Finance Member proposed 
an increase of taxation, an addition to the salt duty 
was again suggesteu. He again rejected the idea, 
and expressed his opinion in these words: "I suppose 
it will not be disputed that the salt tax is in effect a 
poll-tax upon the masses of the population ... Then, 
Sir, before we increaRe a tax which falls exclusively 
on the lower classes, we are bound to enquire 
whether other classes contribute their share to the 
burdens.of the State ... We have been assured by the 
Governments _of Bombay and Madras that the 
tendencey of increased salt duties would be to 
diminish consumption; and that the financial results 

1 Financial Statement, 1865-66. 
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of any increase of that duty at present would be 
extremely doubtful." 

In 1867-68, a sudden rise in the price of salt 
in some parts of Cuttack drew the attention of the 
Government to the general question of supply of the 
article in the province of Bengal. l The expediency 
of reviving sftlt manufacture on account of the 
Government or of undertaking by the Government 
of the importation and reta.il sale of salt was consi­
dered. The first of these propo~itions was rejected 
at once. With regard to the Recond, after due enquiry, 
the interference of the Government was considered 
unnecesAary. A proposal to Rupply the province 
with Government salt at reduced rates, in order 
to lessen the inducements to illicit manufacture 
or smuggling, was also disapproved. rrhe Govern­
ment of India, however, granted permission for the 
maintenance of an increased preventive force in the 
Balasore and Cuttack districts, a measure which 
was found necessary for the purpose of suppressing 
smuggling. 

In 1868, when the Madras salt duties were only 
Re. 1-8 as. per maund, while the salt duty was 

1 The main reason why the manufacture of salt in Bengal did not 
prove sUCCC8sful was that t.be districts in which salt agencieH were estab­
lished were ill-suited for the production of the article. The sea-water 
become>! diluted at the mouth~ of the Gauges and the Brahmaputra. 
Therefore, salt cc.uld not be evaporated by the sun's ra>:,!) and an 
~"peQsi\"e .boiling ;>rocC8s became JlOOe8~ary. Hut in the Moral and 
Materiat Proy·rc.ss Report (or 186&-(j9 it was obserVL~: "Looking at 
the smaU cost of it~ production there seems no reason why, with proper 
arrangemen~a and facilities for carriage, Bengal ('.oast salt should not 
eventually beat all imported salt out of the market." 
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levied in Bengal at Rs. 3-8 as. and. in the Upper 
Provinces at Rs. 3, Lord Lawrence's Government 
sent a despatch to the Secretary of State in which 
it observed : "We consider that there can be no 
justification for maintaining this excessive difference 
any longer than financial necessity shall require. 
There is no real reason why the people of Bengal 
and Northern India sbould pay a higher Halt tax 
than the people of Madras and Bombay, or why the 
people of Madras and Bombay should l.\ot pay as 
much as the people of Northern India. The 
population of Madras is at least as wen-off as, 
and the population of Bombay is even better off 
than, the population of the Bengal Presidency. 
The prices of salt in Madras and Bombay are 
generally lower, the cost of production cheaper, and 
the distance of transit less than in most other parts 
of India; and the North -Western Provinces, 
where such a high rate prevails, are subjected 
to particular disadvantage relative to most parts 
of India, by reason of distance from the source 
of supply and difficulty of transit; so that the 
difference of duty ought to be in favour of these 
provinces, instead of being as it now is, much against 
them." In the same despatch it was further observed: 
"Financially, it is not possible to bring the standard 
of the Bengal Presidency down to the standard 
of Madras and Bombay. We ought, however, to 
give Northern India the relief which it needs, and 
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to which it is justly entitled; and we might 
reasonably call upon Southern India to bear a 
somewhat fairer share than it now does of the 
burden falling on the salt consumption of the 
-country generally." Finally, Lord Lawrence's 
Government declared that the equalisation of 
salt duties, by raising the rates of Madras and 
Bombay and lowflring those of Northern India, 
was an object to be kept Rteadily in view. 

In 1869, the Duke of Argyll, tben Secretary of 
State for India, in a despatch to the Government of 
India, gave his opinion on the nature of the salt 
duty. He wrote: "On all grounds of general 
principle, salt is a perfectly legitimate object of 
taxation; it is impossible, in any country, to reach 
the masses of the population by direct taxes; 
if they are to contrihute at all to the expenditure 
of the State, it must be through taXAS levied upon 
some articles of universal consumption. If such 
taxes are fairly adjusted, a large revenue can be 
thus raised, not only with less consciousness on 
the part or the people, but with less real hardship 
than in any other way whatever: there is no other 
article in India answering this description upon 
which any tax is levied: it appears to be the 
only one which, at present, in that country can 
occupy the pla.ce which is held in our own financial 
system by the great articles of consumption from 
which a large part of the imperial revenue is 
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derived. I am of opinion, therefore, that salt tax 
in India must continue to be regarded as a legiti­
mate and important branch of the public revenue. 
It is the duty, however, of the Government to 
Bee that such taxes are not so heavy as to bear 
unjustly upon the poor, by amount1ng to a very 
large percentage upon their necessary expenditure. 
The best test whether an additional tax is open to 
this objection is to be found in its consumption."! 

During the financial year ] 869-70, the duties on 
salt were slightly raised in the Madras and Bombay 
Presidencies. In 1877, Sir John Strachey discuss­
ed at length the question whether the salt tax 
pressed heavily and unjustly upon the people.. He 
pointed out tha.t the circumstances under which the 
duties were levied varied greatly in different parts 
of India. Bengal and Assam got nearly the whole 
of their salt supply from Cheshire, a result mainly 
of the fact that the exports which India sent to 

I "I observed", added the Duke of Argyll, "that several of those 
officers whose opinions on this question have been given in the papers 
before me, founded that opinion UpOI. what they have heard, or what they 
have not heard, in the way of complaint runong the native population: 
but thi" is a vcr)' unsafe ground for judgment: it is one of the great 
advantages of iniiirect taxation, that it is so mixed up with the other 
elements of price, that it is paid without obvservation by the consumers : 
even at home, where the people are 80 much more generally educated, 
and more accustomed to political reasoning, tht:. heavy iniiirect taxes 
formerly ievied upon thA great articles of consumption were seldom 
complained of by the poor: they were not themselves conscious how 
much more of these articles they would consume if the duties were 
lower. But whilst this peculiarity of indirect taxation makes it a. most 
convenient instrument of finance, it throws additional responsibilitJ" 
'upon all governments which resort to it, to hring the mostenlightenoo 
consideration to bear upon the adjustments of taxes which maf really 
be very heavy and v~ uniust. without the fact being peree1ved by 
those OD whom they fall. ' 
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Europe greatly exceeded the imports, and salt came 
virtually as ballast. The manufacture of sea salt in 
Bengal was not cheap. In Madras or Bombay, and 
the greater part of the Central Provinces, on the 
other hand, the sea was the greater source of 
supply. The Punjab . possessed inexhaustible 
supplies of rock-salt, while the Sambhar lake was the 
great source of I:lupply for Rajputana, the N orth­
Western Provinces, and a part of the Central· 
Provinces. 

The rates of duty varied in the different pro­
vinces. In Madras and Bombay, tho rate was 
Re. 1-13 as. per maund. In Madras, it was collect­
ed under a monopoly by which all salt was manu­
factured on behalf of the Government, and sold to 
the people at a price which gave a profit equivalent 
to the duty. In Bombay, the duty was levied as an 
excise. In Bengal, the tax was Rc. ~-4 per maund, 
and was levied chiefly in the form of a sea customs 
import duty. In the North-Western Provinces and 
Oudh, the rate was Rs. 3 per maund. In the Punjab, 
the duty was included in the selling price of the 
rock-salt, which was the property of the Govern­
ment. In the rest of the Upper Provinces, the duty 
was levied when thp, salt was imported from Raj­
putana. 

For this purpose, and to prevent the ingress 
of salt taxed at lower rates, a customs line was 
maintained, extending from near Attock to the 
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Berar frontier, a distance of more than 500 ,miles. 
Similar lines, some hundreds of mileR in length, 
.also existed in the Bombay Presidency to prevent 
the untaxed salt from the Indian States entering 
British territory. This physical barrier, which 
,could be compared only to the Great Wall of 
China, consisted principally of an impenetrable 
hedge of thorny trees and bushes, supplemented by 
.stone walls and ditches, across which no human 
being, or beast of burden or vehicle, might pass 
without being su bjected to detention and search. 
It was guarded by an army of some eight thousand 
men. 

Naturally, very serious obstruction to trade, 
.and great annoyance and haraRsment to individuals 
took place. The magnitude of the evil called for an 
immediate abolition of the customs line; but this 
·could not be done so long as the Ralt tax was levied 
:at varying rates in the different parts of the country. 
A cheap and ample supply of salt was a desidera­
.tum, but the price depended on the cost of transport 
as well as the duty. The opening of Rajputana 
railways and the lease taken by the Government of 
the Sambhar lake had effected some reduction in 
the price of salt in Northern India. In 1874, the 
abolition oL the southern customs line had had the 

·-effect of equalising the price of salt in some parts of 
Central and Southern India. But owing to a famine 

-the Government was un~ble to take effective measures 
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to deal with the evils and inconveniences connected 

with the salt tax. 
In the course of the fiMncial year, howeverJ 

throughout the Presidencies of Madrl:i.s and Bomb&y, 
including Sind, the duty on salt, whether imported 
or manufactured at hOlne, was raised to Rs. 2-8 as. 
per maund. The object of this tneasure was 
not to increase the burden' on the people or 
to derive a larger revenue, but to take as large 
a step towards the equalisation of the duties as 
was possible under the circumstances, a conditioJil 
of taxation desirable in itself and an essential pr.e· 
liminary to the abolition of that great opprobrium 
to British administration, namely, the inland customs 
line. At the same time, the mileage duty 
which was levied on salt brought by rail from 
Bombay 'into the Central Provinces was abolished, 
so that Rs. 2-8 as. was the rate for the:3e provinces 
also. The duties in Lower Bengal, both import 
and excise, was reduced to Rs. 3-2 a~. per maund; 
and the duty on salt imported across the inland 
customs line for consumption in the Upper Pro .. 
vinces, as well as the duty on salt manufactured in 
these provinces, was reduced to Rs. 2-12 as. per 
maund. The price of the salt obtained from the 
Punjab mines, the property of the Government, was 
diminished by 4 annas per maund. The price of 
Sambha'r salt, purchased for importation into 
British territory, was reduced by 2 annas a maund. 

B.I.T. s 



290 A HIS'l'ORY OF INDIAN TAXATION CRAP. 

The policy of the Government of India, consi­
dered as a whole, was successful. Although the 
4luty was, on the whole, considerably reduced, yet 
the net salt revenue, which in 1868-69 stood at 
£5,176,000, was, according to the estimate of the 
year 1881-82, £6,809,000. Thus it was found 
financially more profitable to levy the salt duty 
at a moderate rate on a maximum consumption than 
at a high rate on a restricted consumption. There 
was, however, some disadvantage to counterbalance 
the ad vantages- which the policy bestowed on the 
country in general. Whilst the inhabitants of 
Bengal and Northern India were given a. partial 
relief, those of Madras, Bombay, and the Indian 
States of Rajputana and Oentral India were obliged 
to pay a higher price for their salt. But; the num­
ber of persons who had been relieved of taxation 
was larger than the number of those on whom 
additional taxation was imposed. 

The position of the Ralt tax in 1882 stood thus: 
A duty of Rs. 2-6 as. was levied all over British 
India, except on salt imported by sea into· or 
manufactured in Bengal, and on salt consumed in 
the trans-Indus districts of the Punjab and in 
Burma. In Bengal, the tax was Rs. 2-14 as. a 
maund. In the trans-Indus districts of the Punjab. 
salt produced at the Kohat mines was consumed, 
and on this a duty varying from 2t to 4 annas a 
maund was levied. A preventive line extended 
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for some 320 miles along the Indus. In Burma. 
the duty was only 3 annas a maund. The Finance 
Member now propOf'!ed to reduce the salt duty 
to Rs. 2 a mannd everywhere except in Burma. 
and the trans-Indus districts of the Punjab. The 
differential duty of 6 annas then levied in Bengal 
was thus to disappear. It was not proposed to 
make any change in Burma or in the trans-Indus 
districts of the Punjab on this occasion. 

As the Finance Member pointed out, the ad­
vantage to be gained from thiH reduction was 
two-fold. In the first place, it was exceedingly 
desirable to reduce the price of a necessary of lif@ 
which was uRed by the poorest classes. In the 
second place, the general financial position would 
be strengthened because, should an emergency 
arise diminishing the other sources of revenue 
or increasing the expenditllffl, the Government 
would be in a better position to meet it by 
enhancing the salt duty if that duty was Rs. 2 a. 
maund than if it were levied at a higher rate. The 
intention of using the salt duty as a fiscal reserve 
was thus clearly indicated. The Finance Member 
expected an" increase of consumption, consequent on 
a reduction of the duty.l 

This expectation was realised, and increased 

1 Major Baring added that in matters of this Bort the 'Wisest ~licy 
WB8 generally to act with boldness; a Blight reduction in the duty 
would veryjllll)babl,. Dot reach the consumer. Vide Financial St4t8-
ment, 1882-89. 
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consumption of salt during the following year 
resulted, In its turn, in an ir.creased revenue. l 

But In 1885-86, there was an appreciable 
decrease in consumption. The Financr. Member 
said on the occasion that the ma~erials for forming 
an opinion on the causes of the falling-off were not 
available, and he declined to hazard a conjecture on 
the point beyond observing that the decrease might 
be in a considerable measure due to the periodical 
oscillations which were known to bE; a feature of 
the salt trade.2 The decrease was, however, tempo­
rary. and in 1886-87 there was agRin an increase in 
consumption. 

Meanwhile, the financial position of t:18 Govern­
ment had became steadily worse, and early in 1888 
the Government found itself obliged to have 
recourse to an increase of the salt duty. The 
Governor-General in Council, in exercise of the 
powers given him by the legislatnre under the Salt 
Act, raised the salt duty from Rs. 2 to Rs. 2-8 as. in 
continental India and from 3 annas to 1 rupee in 
Burma. The Finance Member, Mr. 'Westland, 
pointed out on this occasion that the circumstances 
which, in his predecessor's opinion, would justify the 
enhancement of the salt d llty had now materialised. 
The Finance Member expected that the extra duty 

1 In 1882-83, the revenue from salt was £5,674,954; in 1883-84, 
£5,698,777; in 1884-85, £6,057.926. 

• Financial Statement, 1886-87. 
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of eight annas would bring in an extra revenue of 
Rs. 1,600,000, and the enhancement of the Burma 
salt duty would add to the revenues about .. 
Rs. 125,000. In view of the improvement in the means 
of communication and the genera]]y improved 
condition of the peopln, :Mr. ",Vestluml hoped tha.t 
the burden of a dnty of Rs. 2-8 as. would not ha.ve 
any effect in re~tl'icting the rate at which the con­
sumption was increasiIlg.1 

Regarding the methou of increasing the duty, 
opinions were expressed in some of the newspapers 
to the effect that the Government waR not justified in 
resorting to what was considered an extraordinary 
means of raising the duty, namely, hy issuing sud­
denly an executive order for raising an additional 
revenue of Rs. 1,600,000. rro this objection :Mr. 
WelStJand rnplied: "I think we are justified, in the 
first place, by the consideration that, the legislature 
having laid down a definite mode of imposing the 
salt duty, it was not open to tlw Government 
of India to proceed in any other way. Besides, 
to announce the imposition of the duty beforehand 

I The Finance Member, in reviewing the fig-ureA of nonAumption of 
salt and the duty paid on it for the rears 1871-72 to J881-82, explained 
tha~ the whole period mi!1:ht bc dividrd into two partA; durmg the 
eArlier of these, which preceded the reduction of duiv in 1882, the rate 
o.f consumption averaged annually 2.2 per cent, while since the reduc­
tron of duty the annual increase had averaged 2.7 per ('ent. The CI1llO 
of Burma waR different from that of the !"est of India. After the 
government of India h!.~ bound itself by treaty to permit salt to enter 
~per Burma at a very low rate of duty, it was impossible, while 

t treaty was in foree, to leV¥. in the shapc of snIt tax, on the people 
of Lower Burma the sam3 contnbution as was paid by the rest of India. 
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would only be tu disturb and disarrange the whole 
trade. If we were to announce to those who were 

.engaged in the salt trade that the duty of 2 rupees, 
which was at present levied, would at some future 
date be raised to Rs. 2-8 as., the only result would be 
that everybody would make a rUiSh at once to clear 
out the whole of the salt they could possibly get, 
and the result would be that a great part of the 
duty which we intended to impose would be evaded, 
to the advantage of a few individuals and the 
general loss of the State. It is always advisable, 
in the case of the imposition of new tariff duties, 
that the new measures Rhould be taken suddenly 
and at once, so that all persons may, as far as 
possible, be placed upon a precisely equal fouting."l 

On the question of the incidence of the ealt duty, 
the Finance Member said that it was not possible to 
state exactly what was the average annual rate of 
consumption of salt in any particular province, 
but it was certain that the consumption varied 
very much. The average rate of consumption for 
all India was a little under lOt lbs. per head of the 
population. At the rate of half an ounce a day the 

1 Proceedings of tlte Governor-General' [; O,uncil, 27th Janua1'Y, 1888. 
Mr.Steel said: "A salt duty produces a large revenue without complaint 
from any quarter; that my honourable friend can find a million and 
three quarters of revenue which will not cost an additional rupee to 
collect; that the consumer who will now be taxed a half penny per 
month for his salt will continue to use as much as he wants, and that 
if the tax were a farthing per month, he would use no more j that there 
will be as little cause for complaint now the duty is increased, as there 
was for gratitude when it was recklessly reduced." 
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average consumption would be 11 lbs. 6 oz. 
Assuming for the purpose of the moment that it was 
as much as 12 lbs., ohserved the Finance Member, it 
might be taken that a man wi.th a wife and three 
children would consume 42 11>s. in the year between 
them. At the average price which prevailed at the 
time, namely, Rs. 3-14-1 a maund, the salt of the 
f~mi1y would C<'Rt about two rupees and six annas in 
the year. This was ubont H)l per cent. in excess of 
the cost before the duty was raised, so that the man's 
contribution to the salt duty might be taken as 
having been raised from about two rupees to two 
rupees six annas and nine pies a year. 

In 1888-89, there was an appreciable falling­
-off in the quantity of salt on which duty was paid. 
But the Finance Member pointed out that the 
quantity of salt paying duty in any year was not a 
perfect test of the salt actually consumed in that 
year by the people. There was always a large 
amount of salt in the hands of the dealers, and a 
falling-off in anyone year might represent a 
reduction in the quantity of salt in the hands of 
dealers, and not a reduction in the quantity of 
salt actually consumed. l Discussing the effect on 
the real consumption of a rise in duty. the Finance 
Member said; "Some authorities hold that it 
h.s very little effect; others that 'it has a c~m­
:siderable effect:. Experience seems to show that 

, Financi(~I! Statement, 1889~90. 
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the truth lies between the two opinions, and that a 
rise in the rate of duty has an appreciable, but not 
a very great, effect on the real consumption. But. 
a rise in duty may have a considerable temporary 
effect on the trade, and on the quantity of salt 
on which duty is paid, especially when rumours 
prevail that the rise in duty is not likely to be 
permanent." 1 

In 1889-90, there was an increase in consumption 
in all the provinces except Bengal. In July, 18H6~ 
the duty on Kohat salt was enhanced from 8 annail. 
to Rs. 2-8 as. a Lahori maund. TIl(' main object of 
this increase was to enahle the Government of India 
to abolish, at an early date, the troublesome Indus 
prdtective line, the maintenance of which w.tS neces­
sary so long as there wai'\ a material differenco in the 
rates of duty on Cis-Indus and rrrans-Indus salt. 

Early in the twentieth century, the prosperous 
financial condiLion of tho Government enabled it to 
take the question of reduction of the salt duty into 
consideration. In 1903, Sir F~dwarcl Law said thatthe 
salt tax, at the rate then levied, did not press hard 
on the mass of the people, the actua.l amount paid 
per head being small. But he added: "It is, how­
ever, paid in the main by those who can least afford 
to contribute anything, and we hope that the remis­
sion of even a trifling burden ma.y prove a boon .10 
the poorest class of tax-payers. Further, we hope-

1 Financial Statement, 1889-90. 
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that a reduction in the salt duty combined with the­
progressive cheapening of the carriage of salt by 
the development of communications, will lead to' 
such greater consumption as will not only benefit, 
the health of the people, but will also permit the 
greater use of salt with profitable results, for cattle 
and in various processes of manufacture. Finally, 
from the finan0ial point of view, a reduction of the 
salt tax has a very special recommendation, in that 
it will provide a reserve which can he immediately 
and rapidly made use of by once more increasing 
the rate, should such exceptional misfortunes as 
war or disastrous famine, suddenly create an abnor­
mal straiu on our resonrces. At present we have 
no such reserve as is provide!1 by the conditions of 
the income-tax in England, and from the financial 
poiHt of view, it is of the highest importance that 
in such exceptional circuIllstl1np-es as I have indicat­
ed, and as might possibly arise, we should be in a, 
position without delay or complications, to add, say 
at least one million, to our annual revenue." 'rhe 
duty was reduced from Rs. 2-8 as. to Rs. 2 per 
maund. 'rhe reduction in the duty was followed 
by an increase in consumption. 

In 1905, a further reduction of 8 annas a maund 
was made in the oalt tax, thus fixing it at 
R~ 1-8 8·S. a maund throughout India, exclusive of 
Burma where the rate was already only Re. 1. The 
reduction was estimated to involve a loss of revenue 
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of 103 lakhs in 1905-06 (besides a loss of 6 lakhs 
for the remainder pf the year). It was expected 
that some portion of the loss would be made up by 
increased consumption. The rate of duty became 
thus at least 25 per cent. lower than it had existed 
.at any date since the duties had been made uniform 
throughout India in 1878. On this occasion, Mr. 
(afterwards Sir Ernest) Cable, a representative of the 
European commercial community, doubted whether 
a reduction in the duty would lead to a lowering of 
retail prices, so that the benefit might rc:ach the COD­

sumer. Mr. G. K. Gokhale said thftt, even with the 
present reduction, the impost amounted to about 
1,600 per cent. of the cost price, aR it took only about 
an anna and a half to manufacture a maund of salt. 
and it was clear that this was a "very hea v y~ax on a. 

prime necessary of lifo." He added: "The salt 
duty question is essentially a poor man's question; 
for it is the poorer many-and not the richer few­
who eat more salt when it is cheap, and less when 
it is dear. The soundest policy in the matter-even 
financially-would, therefore, seem to be to raise an 
expanding revenue on an expanding consumption 
und,er a diminishing scale of duties." 1 

In 1907, the salt tax was further reduced to 
Re,. 1 a maund throughout the whole of India. ,It 
was estimated that this would involve a sacrifice.of 
revenue to the extent of 190 lakhs of rupees in 

1 Proceedings of the Indian Legislative Council, 1905. 
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1907-08. On this oooaSIOn, the Finance Member 
pointed out that the manner in.: whioh the oonsump­
tion of salt had responded to a lowering of the 
duty was as remarkable as it was gratifying. l 

The Finance Member pointed out that the 
incidenoe of the duty at the time worked out to rather 
less than 2~ annas per head of the population, 
a rate "which can only be regarded as extremely 
moderate when it is remembered that the salt tax is 
the only contribution towards the public expenditure 
that is made by It large number of the people." 
The reduction gave great satisfaction to the people. 
Dr. Rash Behari Ghose voiced the opinion of the 
entire educated community of India when he 
observed: "In lightening the salt tax the Government 
have lightened, in some measure, the hard destiny of 
the toiling masses who constitute the real people and 
who ought to be their first eare. The successive 
reductions of the duty have all been stepA in the 
right direction. But the greatest still remain~ 

behind-the total repeal of a tax which is suoh 
a heavy burden on those who are the least able to 
bear it." 2 

1 The first reduction, said the Finance Member, to Hs. 2 a maund 
had been made, broadly speaking, with effect from] 90:1-4, and the second, 
to Re. 1-8 per maund from 1905-6. IExcluding Burma, which had not 
been affected, the consumption had increased _ by 9.61:l,(X)) maUBd.! in 
.1903-4, If.,97 (XX) maunds in 1904-5, and lR,32,OOO maunds in 1905.6, 
and during the first eight months of 1906-7 it exceeded that of the corres­
ponding period of the previous year by 14,41,000 maunds.-Proceedi1igB 
of the iiuJian Legi8lative Council. 1907. 

• Proeeeding8 of Me Ind£an Legislative Council, 1907. 
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With this closad the chapter of red1}.ctions. A 
new chapter was tlpened by the exigencies of 
the European war. In 1916, the salt duty was 
raised to Re. 1-4 annas a maund. In proposing this 
addition, the Finance Member recalled the fact that 
the salt tax had always been looked upon as 
a reserve to be drawn upon in the event of a war or 
any other financial calamity. But as the burden 
fell largely upon the poorer classeR, the a:ddition to 
the duty he proposed was a small ono. No Bil1 
was introduced to carry out the proposal, but effect 
was given to it by a notification of the Governor­
General in Council. 

During the lator stages of the "Val', various taxes 
were levied to meet the increased expenditure. 
But the salt duty was left untouched. And it was. 
not until 1922 that an increase in the salt tax was. 
proposed. In the four previou:-l yearR in succession~ 
there had beert deficits in the accounts of the 
Government of India, and it was considered undesir­
able to add another deficit to the list. 

In presenting the budget for 1922-23, the 
Finance Member estimated a deficit of about 31t 
crores. After examining the three alternative 
courses which were open to him to meet the diffi­
culty, namely, to budget for a deficit, to reduce 
expenditure, and to increase the revenue/ he came 

1 The Finance Member discussed these matters at eonsidera.ble length. 
On the suitabilit.y of the first alternative, he ob~erved; "Putting aside all 
theoretical considerations of principle and of sound financial policy, 
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to the conclusion that it was imperative to take 
every possible step to increas~he revenues. The 
burden which the country was now invited to 
shoulder was a heavy one; but the Finance Member 

,assured the Council that it was the earnest desire 
of the Government to distribute it as equitably as 
possible. Among other proposals of taxation, Sir 
Malcolm Hailey Huggested the raising of the salt 
duty tu Us. 2-8 as. a maund. He thought that it had 
become absolutely necessary now to draw upon 
the "ultimate reserve." 1 He expressed the VIew 
that the increase of the tax woulU not be "felt 

the financing of a further deticit next year of an amount anything 
like the :n!l crorc~ estimat.ed is simply not a pl'hct.ic.uble proposition. 
I should be much mistaken if we should lIot have already reached the 
limit of Rafet.y. To attempt, to increase our floating deht beyond the 
figure at which it is likely to stand on April lHt next, would he to invite 
not only b'Tave monetary Rtringency, but possibly even a Hevere crisis. 
To mid the nohl Standard Heserve, which ImH been built for an entirely 
·different purpose, would be merely putting; oil' the evil day, and would 
he an expedient whieh could he adopted only ItS a last resort and cven 
then purely as a temrorary measure. To rely on t.he proceeds of our 
allllual rupee or stcrlmg loaus to finance our deficits woukl, as I shall 
show later in my speech, be equally impracticable, seeing that we 
shall fully need the whole of those for financing; our existwg c.apital 
liabilities and productive expenditure on our railways. The inevitable 
result, in short, of any attempL to finance a detieit of this size wquld, 
in my opinion, be to force us to large IHHues of unbacked currency 
n0tes, and 1 am sure the House will agree with me that, the effect 
<>f such inflation upon the general level of prices in the country, and 
upon our g(;neral credit, would be very sedous. My conclusion, then, 
is. and I stare it with perfect confidence, that the l)roblclI1 before us 
is one that cannot be shelved or left to look after itsc f." With regard 
to the second alternative, Sir Malcolm indicated the difficulties which 
had to be encountered in the matter of reducing; military expenditure 
and told the House that in tnt' civil departmcntB all new expenditure 
whieh could not be proved to be ,)f imperative necessity had been cut out. 
-Fimmcial Statement, 1922-23. 

1 The Finance Member said that the existing consumption of salt 
worked out at about 6 seers per head of the popUlation. The increase 
.of Re. 1-4 as, would, therefore, be 3 annas per hCad per annum, or 12 annas 
I>cr annum for each household of four. 
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appreciably by even the poorest classes." The 
extra revenue expeCted from this addition was 
4.30 crores in the first year, and 5 crores in sub­
sequent years. 

The Government of India POss{A3sed the power 
under Act XII of 1882 to increase the rate of salt 
duty, subject to a maximum of Rs. 3 a maund; but 
it was considered undesirable to proceed by execu­
tive order in a matter of such importance to the 
legislature and to the country at large. It was, 
therefore, decided to inolude a provision in the 
annual Finance Bill br the enhancement of the tax. 
When the ]'inance Bill came up for com:ideration 
by the Legislative Assembly, amendments seeking 
to delete this clause were moved by all the non-official 
groups. Mr. N. M. Joshi moved that for the words 
"two rupees and eight annas" the words "one 
rupee and four annas n be substituted. He said 
that the salt tax was an obnoxious tax, inasmuch as 
it fell upon every man, woman and child irrespec­
tive of their ability to pay. He remarked that, as 
past experience had shown, a diminution in con­
sumption was likely to follow a raising of the rate 
of duty. Mr. Joshi also observed. that, as salt was 
required for maintaining the health of the people, 
an increase in the tax was likely to prejudicially 
affect the entire popUlation of the country. In 
regard to the argument that the poor people must 
pay some tax, he expressed the view that the land 
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tax, many of the local taxes, and a large part of the 
indirect taxa60n fell upon thOOl. He, therefore, 
felt that the Government was not justified in levying 
this taxation at all, and that there was even less 
justification for increasing a tax which was 
already very heavy. 

Mr. Seshagiri Ayyar and many other non-offi­
cial members strongly opposed the increase of 
the duty and supported Mr. Joshi's amendment. 
But the amendment was opposed by Sir Montagu 
"\Vebb, a representative of the European commercial 
community. He made a fairly long speech and 
concluded with these words: "The poorer classes 
are quite able to contribute a small additional sum 
towards the cost of government, that is the first 
argument; secondly, if we do not provide the 
necessary means, the Government will have to 
meet more deficits with m0re inflation of the paper 
currency and still higher prices. If perhaps the 
Government can meet the sentimental feelings of the 
House by raising the duty only to Rs. 2 instead of 
R~. 2-8 as., I think perhaps that might go a good 
way to meet the sentimental feelings of the House, 
but I submit that no case has been made out 
for not raising the salt duty at all." 

Mr. C . .A.. Innes, on hehalf of the Government 
of India, said that this proposa.l was justified in the 
circumstances of the case. He admitted that, 
theoretically, the salt tax was a bad tax, that 
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it was a tax on a necessity of life, and that, since the 
consumption of salt did not vary materially with 
the wealth of the consumer, relatively the tax 
pressed more heavily upon the pdbr than upon the 
rich. But he was unable to agree that the enhance­
ment of the tax would be any hardship to anybody, 
even to the very poor. He then pointed out the 
disadvantages of leaving the deficit uncovered, and 
concluded his speech with the following appeal 
to the House: "Y I)U l~an take the honest course, the 
straightforward course a,nd the difficult COUl'se 

,of giving us this taxation we require, or you can 
take the easy course which will enable you to 
go back to your constituents and say, 'We have 
saved you from the duty on salt.' That is the 
popular and easy conrse, but, Sir, what I fear 
i"l that, if we take that course, we shall start 
India on an inclined plane which may lead to 
financial chaos." The amendment was, however, 
carried by an overwhelming majority. 

When the Bill went to the Council of State, an 
amendment was moved on behalf of the Government 
to restore the original proposal of the Bill relating 
to the salt duty. The non-official members opposed 
the amendment, and it was rejected. The Govern­
ment accepted the decision of the legislature. 

The year 1922-23 ended with a deficit. In the 
following year, the new Finance Member, Sir Basil 

, Blackett, compared the progress of India. to tha.t of 
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a rake. He pointed out that, in spite of additional 
taxation, for five years in succession, India had had 
deficits, and that the accumulated total of these 
deficits had amounted to no less a sum than 100 
crores of rupees. He also apprehended a further 
deficit of 4t crores in the year 1923-24. This defi­
cit, in his opinion, should not be left uncovered. 
But the only way by which it could be met was 
additional taxation. After examining the 'different 
expedients, the Finance Member came to the conclu­
sion that the right conrse was to ask the legislature 
to agree to an increase in the salt tax. 

The Finance Bill was, accordingly, so framed as to 
include a provision for the enhancement of the salt 
dnty from Re. 1-4 as. to Rs. 2-8 as. This provision 
met with stubborn opposition in the Legislative 
Assembly. .A n amendment to substitute "one 
rupee and four annas" for "twn rupees and eight 
annas" in Section 2 of the Bill was carried. There­
upon, the Governor-General recommended to the 
Council of State that "it do pass the Finance Bill 
in its original form." A keen debate took place in 
the Council of State on this question. Ultimately, 
however, this Ohamber accepted the recommenda­
tion of the Governor-General and restored the 
original provision of the Bill relating to the salt 
duty. The Bill was again sent to the Legislative 
Assembly with a si'~ilar recommendation from the 
Governor-Gt3neral. But the Assembly disregarded 

B.LT, T 
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the recommendation and again reduced the rate 
of salt duty to Re. 1-4 as. 

A certificate was then issued by ljhe President of 
the Assembly to the effect that the Assembly had 
failed to pass the' Finance Bill in the form recom­
mended by the Governor-General. On the 29th 
March, 1923, Lord Reading, in exerdse of the power 
conferred on him by sub-section (1) of section fi7 -B 
of the Government of India Act, eertified that the 
passage of the Bill in that form was essi~ntil11 for the 
'interests of British India., and on signature by the 
Governor-General it became Itn Act. F'lrther, the 
Governor-General declared that a sta.te of emergency 
existed which justified a direction by him that the 
Finance Act should come into operation forthwith, 
and he, therefore, directed accordingly. 

On the same day, Lord Reading issued a btate­
ment in the course of whieh he dwelt on the vital 
necessity of securing financial equilibrium, specitdly 
in view of the representations of the provinces for a 
reduction in their contributions. He also remarked 
that, as the need for large capital funds for material 
improvement obliged the Indian Government to 
enter the money market for loans both in England 
and India, the rehabilitation of India's credit, by 
preventing a balanced budget was not a measure 
which could be delayed. He also said that the 
most careful consideration had been given to the 
possibility of finding an alternative to the salt 
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tax as a means of raIsmg the necessary amount 
of additiottal revenue, but none had presented itself. 
The Governor-General then observed: "I hold &trict 
views regarding the exercise of my special powers; 
their use can only be justified, in the words of the 
Government of India Act, when it is essential far the 
interests of British India. This requirement has 
throughout been present to my mind. In the 
present case the mtNPsts of India only and no other 
interests are in question. A balanced budget is 
absolutely essential to her interests at the present 
time, and I believe that it is my duty to take the 
necessary action to secnre this in the discharge of 
the responsibility placed upon me as Governor­
General by the Imperial Parliament."l 

The matter was not allowed to rest there. Several 
members of the Assembly resigned their seats as a. 
protest against the action of the Governor-General~ 
and were again returned by their constituents. It 

1 Lord Reading's statement conduded with the following observa­
]:,ions: "It may be that the scheme of reforms introduced by the 
Government of India Act will be attacked on account of the aetion 
taken by me. This would be unfortunate and could only be due to mis­
apprehension; for the constitution i8 embodied in the Act, and I do not 
believe that there iG 'luy substantial difference as regards the meaning 
of the important prQvisions under which I am acting. Unbalanced 
budgets appear to me to involve dangers to the future of India perhaps 
in herently greater than any constitutlOnal or political issue, while their 
immediate effect is to stifle the development in the provision of all those 
beneficent activities, e.g., Education, Public Health, Industry, which 
should be the fiI'llt fruits of the refolms. I am convinced, therefore, that 
my action will prove of ultimate benpiit in the dcvelOrment of the 
reforms and the advancement of India and for these I ehal continue to 
labour in the discharge of the responsibilities entrusted to me as 
Govemor-General.."-Statement o(the Goverrwr-General, dated the 29th 
ltlarch, 1928. 
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also gave rise to a storm of public opposition both 
in the press and on the platform. A petition was 
also sent to the House of Commons against the 
doubling of the salt tax. 

The matter was brought up when the House of 
Commons considered the India Office grant in con­
nection with the Civil Service Estimates. Mr. Charles 
Trevelyan moved a reduction of t,he grant by £1,000 
in order to challenge the policy of the India Office in 
supporting Lord Reading's action in certifying the 
}'inance Bill of 1923. An interesting debate then 
took place in the House. rrhe line taken by the 
speakers on behalf of the Conservative Party which 
was then in power was that the deficit had to be 
covered and that theI'e was no alternative. The 
Liberals condemned the certification in very mild but 
unmistakably clear terms. But several members of 
the Labour party, such as Mr, Charles Trevelyan, 
Colonel Wedgwood, MI'. Lc1nt:ibury, and Mr. Buxton 
made excellent speeches in condemnation of the 
action of the Governor-General. Mr. Ramsay Mac­
donald did not believe for a moment that certifica­
tion was essential on financial grounds, for the 
credit of India was steadily recovering itself "in 
spite of bad budgets." He ~~xpressed the view that 
the significance of the doubled salt duties was "not 
so much financial as political," and observed that 
the Governor-General had made a great political 
mistake in regarding this matter as "chiefly a 
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financial problem." The motion seeking to reduce 
the India Office grant was rejected by 213 votes to 
74, all Liberals ab8taining from voting. 1 

In the following year, the financial situation con­
siderably improved, and the Government proposed 
a reduction of the duty to Rs. 2 a maund. This, 
however, did not satisfy the Assembly; and when 
the Finance BIll was placed before that body, it 
reduced the duty to Re. 1 and 4 annas. 2 This time the 
Governor-General accepted the decision of the 
popular Chamber, and the duty was lowered to the 
amount at which it had been fixed in 1916. No alter­
ation in the rate of this tax has since taken place. 

A few words may be said here about the changes 
which have taken place jn the system of produc­
tion since the seventies of the last century. In 
1872, an enquiry was conducted by Mr. VV-. G. 
Pedder into the salt system of Bombay. His views 
differed from those of Mr. Plowden, anfl he ex­
pressed his doubt as to "whether it would not havo 
been a wiser measure to buy up the existing rights 

1 Sir Montagu Webb considered the 8,11.lt debate in the House of 
Commons to be satisfactory. He observed: "The political mistake 
is ~rceived, and freely admitted by lea(ling stateAmen in England." 
V~de Sir MOlltagu Webb's leaflet, The Snlt Duty Debo,tes. 

• This had, indeed. been anticipated by the Governor-General in 
his statement of the 29th March, 1923, in which the following significant 
~ords occur: "It must be elearly understood that my R(ition merely 
Imposes an enhancement of th., tax until March 31At, 1924, when the 
matter must again come before the le!!'islature. It will then have 
had a YMr's experience of the Dperation of the tax. and it will be in a 
position to determine whet.her, in view of the condition of the country 
aud havinff regard to our obligations to the provinces, it will vote for its 
retention.' 



310 A HlS'!'ORY OF INDIAN TAXATION CHAP. 

of shelotrees and thus to introduce the Madras 
system." It was, however, too late t,O make the 
change. In 1875, the Madras Salt Commission was 
appointed to investigate the question of introducing 
an excise system. This Commission reported that 
there were no practical difficultiE;s in the way of 
a change from monopoly to excise and that the 
measure was not likely to prove injurious to the 
interests either of the consumers of salt or of the 
imperial revenue. In pursuance of this recom­
mendation, a change was made in some factories, 
but it was soon found that the anticipated ad­
vantages did not ensue, and some of the factories 
reverted to the monopoly system, while in the case 
of others the modified excise system was adopted. 
under which the licensee was bound to sell his 
produce or part of it to the Government if required . 
.A Salt Commission was appointed in Bombay in 
1903-4, who gave a diviueu opinion on the question 
of a radical change. They -were unanimous, how­
ever, in recommending that steps should be taken 
when new factories were to be erected or old 
Government lands were to be given on fresh leases, 
for the auoption of licensing on tho modified excise 
plan to enable the Government to secure a greater 
command over stocks and prices. 

During the European War, the imports of salt 
were cut off to a very large extent, and a salt 
famine was threatened. particularly in Bengal. which 
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depended almost entirely on imported salt. Prices 
rose very high, owing mainly to the want of rail­
way facilities for carrying salt from the Northern 
India sources. The Bombay factories were unable 
to increase their output, but a large expansion was 
secured in Madras. 

rrhe salt tax formed one of the subjects of in­
vestigation by the Taxation Enquiry Committee. 
They said that there was no reliable evidence that 
the quantity of salt used in India was inadequate 
to the requirements of health.' They, therefore, 
thought that the effect of the duty had not been 
such as to unduly restrict consumption. 'rhey 
a,dmitted that the 3 annas per head per annum, 
which was what a duty of He. 1-4 as. a maund 
would roughly represent, might involve a hardship 
.on the very poorest. But they doubted whether a 
complete abolition of the dnt,y would result in any 
considera ble increase in the well-being ()f classes.2 

1 The following figureR are extraetp.d hy the Taxation Enguil'Y Com­
mittee from Dr. Ratton's Hand-boo!..' of Common Srdt regardlllg aunual 
('.onsumptioll per head in dil!(m:llt ('ollntricR: "England, 40 Ills.; Holland, 
ll~ lbs; Sweden and Norway, 0~ ·lb~., (fo;ehleidcllj Switl-erland, H~ Ibs." 
Dr. gaUon add,: "ARsuming' that the people req~ire 10 lbs. per head of 
tax(,-d salt tor their use, everything above that reprosellts HO much 
'industrial activity." . 

The following statement shows the allllual cOllsumpt.ion per head in the 
·different provinces 6f India in 1921-22: Punjab, 10.2(; Ibs., Sind, 10.41; 
Rajputana and Central India, 1O.5g; Behar and Orissa. 10.97; United 
rr~vJ.llces, 1O.gS.; Cent~'al 1!~vi.nce8 all~ B~r~r: 11.56; Bombay (exclud­
lIlf:l Smd), 13.94, Bengal, 1::> •• 4, Burma, IS.54, Madras, IS.88.-Report 
of the Thxation Enqu~r!f Comrwittee, 1924-25. 

2 Bir Josiah S~amp says in this cOllnexion; "I should work out the 
tax burden on a low Income (via salt) and ask, if abolished, or altered., 
; n what probable respects well-being would be improved by thc ordina.ry 
exercise 01 the improved purchasing power. If IDconsiderable, I should 
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The Taxation Enquiry Committee, therefore, came 
to the conclusion that, if it was desirable to impose 
any tax on the mass of the community at all, there 
was much to be said for the continuance of the 
salt tax. "The present rate of duty", they said 
further, "is appropriate and causes no hardship. 
The retention of the machinery for collection 
makes it possible to secure additional revenue with 
ease in case of a grave emergency which should 
be the only ground for raising it. It seems 
desirable to add that changes in the rate should 
neither be made nor officially adumbrated except 
in cases of such grave emergency." 1 

On the question of production of salt, tl!tj Taxa­
tion Enquiry Committee considered it desirable that 
India should be made self-supporting in the matter 
of supply, and suggested that the matter t.hould 
be enquired into by the Tariff Board. They also 
made some suggestions with the object of removing 
the defects of the excise system. Dr. Paranjpye 
expressed the view that the aim of the Government 
policy should be to make salt man ufacture a mono­
poly in the hands of the State and that no new 
steps should be taken which might mIlitate against 
the attainment of this aim. 

About one-third of India's requirements is now 
continue the burden." - Quoted in the Repo1·t of the Taxation Enquiry 
OO'lftmittee. 

t Dr. Paranjpye "ished the rate to be reduced to about 8 annas in 
normal times. 
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produced by, or for sale to, the Government, another 
third is imported, and the rest is manufactured by 
licensees subject to a payment of exci~~ The­
experience of the war period and the dE;sirability 
of rendering the country independent of foreign 
countries in the matter of supply of a prime Iwces­
sary of life have, in recent times, led some public; 
men to urge the Government to grant protection 
to the salt industry. A resolution was moved . in 
the Legislative Assembly ill March 1929, and a few 
months later, the Governmenp of India decided to 
refer the question to the Tariff Board. 



CHAPTER VI 

OPIUM 

CONSIDERA}JI,E divergence of OpInIOn 
to the nature of the opium revenue. 
of most officers of the Government iB 

exists as 
The view 
that it is 

a profit derived from a commercial transaction, 
and as such cannot be looked upon as a tax. 
This opinion was supported by the majority of 
the Finance Commission of 1880, who expressed 
the opinion that the opium revenue was "in no 
}1roper sense raised by taxation." One of the 
members of this Commission, Mr. H. E. Sullivan, 
however, said that he failed to understand this 
view of the matter. He oh.;erved: "There is no 
question as to opium being a valuable product 
of the soil, which in spite of a very heavy duty 
is in great and increasing demand, and it is 
equally certain that, were the present restric­
tions on its manufacture and sale removed, 1], 

considerahle portion of the nine millions which now 
form a principal asset of the public revenue would 
go into the pockets of t"he agricultural and mercan­
tile classes. By intercepting these profits it seems 
perfectly clear to me that a heavy ta~ is imposed 

314 
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by the State on this branch of agricultural and 
commercial industry, a tax far exceeding in amount 
the share of produce and profits which by prescrip­
tion the ruling power in India is entitled to 
claim. When the matter was discussed at a meeting 
of the Commission it was alleged that the pr.ofits 
,of the monopoly were derived from the foreign 
consumers, and to a large extent this· is doubtless 
correct; but I contend that, if the monopoly were 
abolished, the growers would command their own 
terms with the merchants, and as the growth 
and manufacture of the eommodity is confined to a 
comparatively limited tract of country, there would 
be keen competition amongst the latter to secure it 
in view of the enhanced profits to be obtained from 
th e trade being thrown open. To maintain the 
proposition that t,lle opium revenue is not in any 
way raised by taxation of the people of India it 
must be shown that the price paid by Govern­
ment to the growers is as much as they would 
receive if there were no State monopoly, and 
that the merchants' profits suffer no diminution 
thereby." 

There is a great deal of substance in this line of 
argument. But fLpart from this view, there can be 
no doubt that revenue derived from the opium 
consumed in' India is obtained by taxation. As a 
porti.on at least of opium revenue falls within 
the category of a tax, convenience points to the 
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desirability of the whole question being discussed at 
one place. 

Opium occupied the third place in Indian finance 
in respect of the amount of its yteld as a public 
resource during the first three quarters of the 
East India Company's rule. In the last quarter 
it advanced to the second place, and stood . 
next to land revenue. Opium maintained this 
position till the beginning of the twentieth cen­
tury, when owing to an agreement wi.th China, 

its importanc,e began gradually to diminish. It 
has now ceased to be an important source of 
Indian revenue. A. history of the rise, decline, 
and fall of opium is, therefore, likely to b(:\ found 
interestin g. 

It is difficult to say definitely when or how the 
drug was first introduceu into India. But it is 
believed that it was brought into this country from 
PerE>ia by the Moslem invaders. In any case, there 
is no doubt about the fact that, during the Maho­
medan rule, considerable income was derived by the 
State from this source. The monopoly of the East. 
[ndia Company in this article in Bengal began at 
Patna in 1761, when it was managed by the 
civil servants of the factory "for their own benefit."l 
The acquisition of the diwani opened a wide field 

1 Report of the Select Committee, 1788. 
For a fuller aceonnt of the system whieh prevailed in the early period, 

,see. the author's Irulian Finance in the Days of Ute Company, cli. V. 
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for the project. It was then adopted "nd owned 
as a resonrce for persons in office. The monopoly 
was strongly condemned by Philip Francis, but 
other persons in authority sought to justify it on 
various grounds. The rE'al motive, as was men­
tioned by the Select Committee of 1783, Boems to 
have been "the profit of those who were in hQP~s 
ai_being _concerned in it." In 1773, Warren 
Hastings took into his own hands the adminis­
tration of the monopoly, and for twelve years 
the privilege of farming was granted to persons 
of his own choice. This system Jed to great' 
abuses.1 Forcible means were often employed in 
order to inrluce tho cultivators to grow poppy. On 
one occasion, it was reported that fields green with 
rice had been "forcibly ploughed up to make way 
for that plant." 2 

After the departure of Warren Hastings, the 
.contract was thrown open to publie competition in 

~ 1785, and the highest offer was aCCepted. The 
contract was madA for fQur years, and on the 
expiry of this period, it was renewed for another 
term of four years. In 1792, the opium regulations 
were revised. In 1799, it was decided to discontinue 
the farming system, and the agency of a covenanted 

1 This monopoly grew day by day to be a great or object of competition. 
When Mr. Sullivan, son-of the Chairman of the East India Company, 
·came to India~ he was given the contract, and extraordinary concessions 
were mad.e in nis favour.-Report ofthe Select Committee, 1783. 

2 Report of the Select Committee, 1783. 
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servant of the Company was substituted. One 
result of this change was a large increa,se in 
revenue. Rules for enforcing the monopoly, and at 
the same time for protecting the eultivators, were 
embodied in a regulation in 1816. 

The opium question was fully c(msidered by 
the Parliamentary Select Committee of 1832-33. 
rhis Committee held that the monopol,y of opium. 
like all other monopolies, h!;td curtain defects,-it 
was "llIloconomical in production, and imposed 
restrictions on the employment of c[;,pital and 
labour. But, in their view, it was not productive of 
very e:x:tensive or aggrav1:ltted injury. rrhey thought 
that it would be highly imprudent to rely upon the 
opium monopoly as a permanont source of r,wenue. 
'rhey further expressed the belief that the tune was 
not very distant when it might be desirable to 
substitute an export duty, and thus by incrt·ased 
production under a free system it migbt be possible 
to obtain some compensation for the loss of 
monopoly profit.1 

In 1839, there was serious trouble with China 
over the trade in opium. In 1847, the Board or 
Control observed that the system of sales tended 
to identify the Government completely with the 
opium trade in the Far East, which was hardly 
desirable in view of the complaints of the Chinese 
people. They, thel'efore, urged that it should be 

1 Report of the Select Com~ttee, 1832-33. 
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considered whether a fixed duty added to the cost 
of manufacture might not be conveniently subs­
tituted for the constantly fluctuating profits then 
derived from the speculative competition of bidders 
at the opium sales, .or whether it would not 
be advisable, in the first instance, to introduce 
the principle of fixed prices instead of sale by 
auction. 'rhe advantages of the proposed cha,nges 
were summed up by the Board in these words: 
"By an arrangement of the above description the 
Government of Bengal would be relieved from all 
share in the opium specu1ations based on upset 
prices, and the speculators would have no occasion 
to invest a /lingle rupee in purchasing opium before 
the time they required it for export. 'rhe value 
of the opium would be paid by each purchaser into 
the government treasury, without-auynotariety 
h.e~?~. ___ 8"~v:ento the extent of the traffic. ip th.ftt 
article between British India and China."l 

In 1852, Lord Dalhousie introduced importaut 
changes into the system of opium administration in 
British India. The main feature8 of the system as 
it existed at the close of the Company's rule were 
as described below. The management of Bengal 
opium2 continued to be vested in the Bengal Board 

1 Parliam.ent(J;ry Paper No. 146 of 1852. 
• It was called Bengal opium, though nearly one-half was both 

cultivated and manufactured within the jurisdiction of the North­
Western Provinces. The reason was that the North-Western Provinces 
originally formed part of the Bengal Presidency.-Vide Moral and 
Material ProgresB Report, 1882-83. 
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-of Revenue. There were two opium agencies, with 
headquarters at P.!ilJ~ ___ lUld_.Q4~.?j,pJlr. These were 
under the control of European agents, who were 
assisted by a large staff of sub-deputy and assistant 
deputy agents, all of whom were also Europeans. 
The entire system was a strict Government mono­
poly. Nowhere in the British territories in Northern 
India (except to a slight extent in the Punjab, 
where a few thousand acres were grown for local 
consumption), was either th~eult.i~.tiop of poppy or 
the manufacture of opium permitted, except on 
account,of the Government. The poppy might be 
grown only under license from an authorised officer 
of the department. Annual engagements were 
entered into with the cultivators who undertook to 
cultivate certain areas and to deliver their whole 
produce at specified prices, according to quality. £\. 
pecuniary advance was made to every cultivator 
before he commenced operations, this amount being 
deducted from the price of the opium when deliver­
ed. A portion was issued for consumption in India 
under the excise regulations, but the bulk of it was 
sent to the Government stores in Calcutta where it 
was made into balls and packed in chests. Thes~ 

chests were sold in Calcutta by auction as "provi­
sion opium" to the highest bidders at monthly sales. 
The price obtained in Chlcutta sales, lQ§§t4.~oat.oi 
PX().9.ucti.on, was the revenue from Bengal "provi­
.sion" opium. The quantity of the produce varied 
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according to the area Sown and the nature of the 
harvRst. The average price per chest in Calcutta 
was £89 in 1856-57. 

In the ... ~<:>I!lPf!-I ... J;)I::e)i!gE:lY.QY' the revenue was 
obtained from opium manufactured in the Indian 
States of Malwa and Gujrat. Passes were given, at 
a certain p~icepe~ehest, to merchants who wanted 
to send opium to the port of Bombay. The original 
rate of duty wa~ Rs. 175 per chest, but it was 
subsequently reduced to Rs. 125 per chest. From 
the year 1843, the duty was gradually raised. An 
attempt was made to equalise the duties on Bengal 
and Malwa opium in two ways, namely, first, by 
increasing the quantity and lowering the price of 
Bengal opium, and secondly, by raising the duty on 
Malwa opium. In 1858, the duty on Malwa opium 
was Rs. 400 per chest. \::'T1i~ poppy was not 
cultivated in the Presidency of Madras. l 

At the time of transfer of the administration 
of India to the Crown, the Government dRrived 
about 5 millions of pounds sterling a year from the 
sale of opium. As was pointed out by Mr. James 
Wilson, this was perhaps one of the most unique 
facts in the history of finance, that a Government, 
withQut calling upon its people to make any sacrifice 
whatever, on the contrary by affording a profitable 
cultivation to a large class, sho.uld be able to derive 

,. lIo .... f' •. "". ~ 

1 The ~ti.vation of poppy was prohibited in Assam in 1858-59J as it 
was faunctto iDterfere with the supply of labour in the tea plantatIOns. 
~. u 



822 A HISTORY OF INDIAN TAXATION CHAP. 

SO large a revenue for the benefit, or the State. It 
was also a rare instance of one country having 
succeeded in raising a large revenue frum the people 
of another. But Mr. Wilson thought that there 
was no certainty of the continuance of this source 
of income. The true policy with regard to opium, 
in his opinion, would be to keep the supply up to 
the full demand and, in order to avoid competition, 
to obtain a muderate price for a large quantity, 
rather than a large price for a small quantity. But 
still, at the best, the Finance Member considered it 
impossible not to regard this rei'ouree as more or 
less precarious. 

Mr. Samuel Laing, however, saw no reason why 
the opium revenue should be considered I\.g" .. -pJ'f'l­
carious. He believed that the cry of the precari­
ousness of the opium revenue had originated from 
the strong aversion felt to it in certain quarters 
on ethical grounds. The most contradictary opi­
nions had been held on the moral bearings of the 
question. But Mr. Laing believed that the truth 
lay between the two extremes, and that opium 
was neither very much better nor very much worse 
than gin. l .At the bottom of the opium reVt'nue. 
therefore, there was onc uf those great natural 
instincts of a large population upon which English 
Chancellors of the Exchequer confidently rel~ed 

for half their revenue. There was, however, one 
1 Financial statement, 1862-63. 
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important distinction between the two sources of 
revenue in the two countries. It wa,s that while, 
in the case of England, the revenue was derived 
from the natives of the country, in the other, it 
was derived from foreigners. 

Mr. Laing further expressed the opinion that, 
notwithstanding great fluctuations of price and of 
supply from year to year, t~e opium trade with 
China was amenable to certain generallaw,s. There 
had been a progressively increasing demand, which 
being met by a stationary supply of about 70,000 
chests a year, had in ten years, nearly doubled the 
price, and called into existence a supplemental 
native supply. The conclusion, therefore, was 
irresistible that there was no risk of the actual 
opium revenue diminishing, on the other hand, 
there was a probability of the realisation of a pro­
gressive increase of revenne. In 1862-63, the actual 
receipts considerably exceeded the estimates. 

Sir Charles Trevelyan agreed with the views 
expressed by Mr. Laing in regard to the character 
of the opium revenue. He felt inclined to regard 
this resource as "anomalous", but not "precarious". 
There was, he thought, ~_s ..little likelihood oft.he 
C~.gcing_:withQut opi~m. as of EnglishIlJ¢.n 
foregoing the use of Rpirits. Then, again, the idea 
of the Chinese becoming' Independent of India by 
growing their own opium was a mere c!L~~ 
The great division of labour established by nature 
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was in India's favour in this respect. The moral 
justification of the opium revenue, in the opinion 
of Sir Charles Trevelyan, was that it ~as better 
,~o c~eck the consumption, of opium by placing the 
highest possible" tax upon it than to give the 

'Chinese the means of unlimited indulgence by 
leaving the cultivation and exportation of the drug 
entirely free.] 

In 1864-65, opium, the great disturbing element 
of Indian finance, failed, converting an estimated 
surplus into a considerable deficit. In the follow­
ing year, Mr. Massey described this head of revenue 
as "a source of ~ati()n" to the finances of the ,.------------ . 
Go~ernment. The revenue derived from opium was, 
however, one million in excess of the budget 
estimate in 1867-68. Mr. Massey remarked on 
this occasion: "Opium is the source of our income 
more calculated than any other to disconcerLour .. 

,financial arrangemJ3E~s. It is a source which is very 
obscure. It depends upon a market of which we 
have very little information. It is subject to the 
most violent fluctuations," 

In the years 1868 and 1869, the province of 
Behar, the home of poppy, suffered from a severe 
drought, and the crop was short. The result was a 

1 Bir Charles thought tha,t the alternative to deriving any revenuo 
from opium was to maintain an army of preventive officers in the 
interior and round and coasts of India, to secure the entire cessation of 
the cultivation. But it would not do to lltop there. for it would be 
necessary to suppress other intoxicants which were truly brutalising.-
1f~nWMi(d Statement, 1863·64. 
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shrinkage in opium revenue. Tho question of the 
cultivation of poppy was at -this time the subject 
of consideration by the Government. Sir Richard 
Temple observed: "It 18 clear that unless 
Bengal produces enough opium, the Chinese will 
raise it for themselves. And if the Chinese will 
have opium, they may as well get it first rate 
from us as second rate at home, and they may 
as well consume it taxed as untaxed. Again, 
if they do not procure it from us, they might 
procure it from other countrioB of Asia. The 
culture of the poppy in Persia is increasing, and 
some 4,000 chests are exported annually from that 
country to China." He then said that the desira­
bility of substituting an open excise system in 
Bengal for the existing direct governmental 
agency, had been under consideration, bu!",.}~e 

propriety of such Ii change, on either moral or 
practical grounds had not been as yet established to 
the satisfaction of the Government. On the other­
hand, it is a serious thing to make a change 
ina case where such critical interests are con­
cerned."1 

In 1877, the Finance Member pointed out to the 
legislative council that the cultivation of the poppy 
was a source of prosperity to the agricultural popu­
lation of Behar and the N orth-Western Provinces., 
and was popular with them. He further said that 

1 Financial Statement, 1869-70. 
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it did not tend to any objectionable consumption of 
the drug by the people. l About this time, an 
opium reserve was accumulated in pursuance of a 
policy the object of which was to make the supply 
of Bengal opium to the market as far as possible 
steady and independent of calamities of seasons. 

The opium administration of the Bombay Presi­
dency was far from satisfactory. Under the system 
which existed till the time or Lord Lytton, the 
cultivation of opium was permitted in only a few 
districts of the Presidency, but was unrestricted. 
in the Indian States. The result was that large 
quantities of opium escaped taxation. Consequent­
ly, the opium revenue of Bombay was small. An 
Act of the Bombay legislature was passed in 1878 
for regulating the ~ransittr~de as well as thA 
retail trade for local consumption. The cultivation 
of poppy was prohibited throughout the Bombay 
Presidency, both in the British territories and in 
Indian States ( with the exception of Baroda). The 
importation of Malwa opium 2 was restricted to 
certain specified routes. The transit trade was 
entirely separated from the retail trade. The Indian 
States were required to adopt regrilations for the 
local consumption of opium similar to those in foroe 
in the British territories; and, in return, a remis-

1 Ji'inaneial Statement, 1877-78. 
• 'Malwa opium' is a technical term used with reference to the opium 

f:oduced in the Indian States of Central India,· Rajputana, and the 
ombay fresidency. 
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~lOn was granted to them of the whole or part 
,of the British duty levied on opium consumed 
within their limits. The Government maintained 
.scales and weighing staffs at nine places. These 
,arrangements led to a considerable addition to 
,opium revenue. l 

The opium crop was particularly sensitive to 
seasonal influences, and the out-turn was variable. 
An opium reserve was accumulated in pursuance of 
.a policy deliberately adopted, the object of which 
was to enable the Government to make the supply 
-of Bengal opium to the market as far as possible 
steady, and independent of calamities of season.2 

The price of opium varied from year to year. The 
;average price in 1861 was as high as Rs. 1,850 
per chest. But it gradually became smaller in the 
years following. At the start there was very little 
competition of Indian opium with the home-grown 
,drug of China. But in later years competition 
became keen as Chinese cultivation increal:!ed and 
the quality of the article improved. 

In 1882, the opium policy of the Government 
was discussed by the Finance Member. He pointed 
(mt that the crop was precarious and that it was 
difficult to extend its cultivation. He also express­
ed the view that the competition of Persian opium 
~onstituted a danger to Indian revenue, but that 

1 Mo,.al and Material Progress Report, 1882-83. 

• Fi1U%ncial Statement, 1877-78. 
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danger was not very serious a.t the moment. 
Regarding the competition of Chinese opium 'he 
held that the production of opium in China had 
greatly increased and was steadily increasing, but 
that the Indian drug, owing to its superior quality, 
had been able to hold its own amongst the wealthy 
classes. He, therefore, considered it not impracti­
cable-although the amount derived during the 
previous five years had been large-that the opium 
revenue might undergo Borne diminution. On the 
moral aspect of the question, Mr. Baring said 
that, while there was a wide field for difference 
of> opinion, the problem ought to be treated as 
a practical one. 

In this connexion Mr. Baring discussed the two 
points as to which the position of the Government 
of India had been spocially attacked. He ad.mitted 
that the economic objections to the methods by 
which the opium revenue was raised, namely, in 
Bengal, by the Government itself engaging in 
private manufacture, and in Bombay by the levy of 
a heavy export duty, were considerable. But if the 
trade was opened to private enterprise, this would 
be 1;10 advantage to China, for that country would 
be flooded with opium. It was just pOEsible that at 
some future date the Government would be able to 
deal with this question. He held that, if the policy 
was to be productive of some practical good, it must 
aim, not only at the disconnexion of the Indian 
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Government with the manufacture and sale of 
opium, but at the total suppression of the cultiva­
tion of poppy. Secondly, he contended that it· 
was wholly incorrect to say that the Chinese had 
been forced to admit opium when the treaty of­
Tientsin had been signed; nor were they forced to· 
admit it at this time. 

The Finance :MAmber expressed the opinion that 
the Chinese Government, though willing, was 
unable to stop the use of opium. The total 
suppression of poppy cultivation in British India~ 
would give a stimulus to the Malwa trade and 
involve a total loss of revenue amounting to £5 
millions. The sacrifice of this revenue could no. 
be recouped and would render India insolventl 
Such a step would also be unfair to India. Mr ~ 
Baring thought, that many influential persons, 
animated by a laudable zoal to benefit the popula­
tion of China, were somewhat forgetful of their 
duty to the population of India. The tax-paying 
community in India was exceedingly poor, and to 
derive any very large increase of revenue from so. 
poor a population was obviously impossible; and 
even if it were possible, it would be unjustifiable. 
Mr. Baring observed that it ought be remembered 
that no large increase of revenue was possible unless 
by means of a tax which would a,fiect those classes. 
"To tax India", he said, "in order to provide a cure, 
which would almost certainly be j!).~;fiectual, to the-
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vices of the Chinese, would be wholly unjustifiab1e."l 
Mr. Baring said further that Indian opinion 

would strongly resent any additional burdens being 
placed upon the taxpayers with a view to the 
abandonment, either wholly or in in part, of the 
opmm revenue, that the views of the British 
Government would be misunderstood and that such 
a step would ali~nate from the British the feelings 
<lfth~. people of India. 

The ]'inance :Member drew the attention of the 
Council to the total net revenue derived from 
opium during the years 1871-72 to 1881-82, which 
had varjed between 6t crores and 8t m·ores. The 
revenue from this source for 1882 was estimated at 
£7t millions. The Finance :Member announced that 
this justified some reduction of taxation and that it 
had been decided to afford some relief to the tax­
payers in the shape of a renuction of the salt duty. 2 

The estimated net revenue from opium for the year 
1882-83 was less than the actual receipts for the 

1 Financial Statement, 1882-83. 
• In answering the question how far taxes might be taken off in 

reliance on the opium revenue, Mr. Baring saId: "A grea~ deal 
depends on the nature of the tax we take off. If we abandon a 
source of revenue which involves a permaner.t. and absolute loss of 
money, and which. moreover, from whatever rClI.son, it would be cli.fficult 
in the event of the opium revenue failing, to restore to its former 
position, then the course would be open to great objection. Ifl on the 
other hand, we reduce a duty with a fair hope that the reductIOn will 
increase consumption, and t.hull, after a while, recoup us for any loss, 
and if, moreover, the duty can without any great fiscal disturbance, be 
reimposed in the event of the opium revenue falling off, then the 
reduction of taxation would be unobjectionable. The salt duty falls 
-within the latter of those two categories."-Proceedings of the GcYOernor­
General' B Oouneil, 1882. 
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two previous years. The main cause of this progres­
sive diminution was to be found in the increased 
competition of the indigenous Chinese drug. 
During this year, the duty on Malwa opium was 
reduced by Rs. 50 a chest. 

In 1883, a Commission was appointed to consider 
the opium question. They made a number of recom-

• 
mendations, the ntostimportant of which was that 
the Government should in the matter of purchase 
of crmie opium, deal direct with the cultivators 
instead of dealing through ~_~~.I.~II.len. 

The opium convention with China came into 
operation in the year 1886-87. During the period 
1881-82 to 1887-88, with the exception of one year, 
namely, 1884-85, there was a steady downward 
tendency in the prices of opium. The fall in 
18H7 -88 waR in a large measure due to the 
additional article of the Chefoo Convention 

• , " .•. _.-tiI\. __ .'_'~"'" ..• _,L_" "' _~ ..... __ .,,' " , 

which came into operation on the let February, 
1887. The inland or lilcin duties, which used 
formerly to be levied but were often evaded by 
foreign merchants, were now commuted for a fixed 
sum payable at the port of entry. Evasion now 
became impossible, and the foreign drug had to com­
pete with the indigenous product which was subject 
to less onerous taxation. The increased duties 
levied under the Gh.~£o.Q Gonvention thus operated 
in favour of the consumption of the native drug. In 
the following year, however, there was a recovery. 
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The special character of the opium revenue 
attracted attention in England about this time,. 
and communications passed between the Secretary 
of State and the Government of India. In accord­
ance with a resolution passed by the House of 
Commons, a Royal Commission was appointed in 
1893 to consider certain aspects of the question. 
The terms of reference to the Commission were . ' ~ 

as follows :-
1. Whether the growth of the poppy and the 

manufacture and the sale of opium in British India 
should be prohibited except for medieal purposes, 
and whether such prohibition could be extended 
to the Indian States: 

2. The nature of the existing arrangements with 
the Ind.ian States in respect of the transit of opium 
through British territory, and on what terms, if 
any, those arrangements could be with justice 
terminated : 

3. The effect on the finances of India of the 
prohibition of the sale and export of opium, taking 
into consideration (a) the amount of compensation 
payable, (b) the cost of the necessary preventive 
measures, and (c) the loss of revenue : 

4. Whether any change short of t,otal prohibition 
should be made in the system at present followed 
for regulating and restricting the opium traffic and 
for raising a revenue therefrom : 

5. The consumption of opium by the different 
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races and and in the different districts of India and 
the effect of such consumption on the moral and 
physical condition of the people: 

6. The disposition of the people of India in regard 
to (a) the use of opium for non-medieal purposes; 
(b) their willingness to bear in whole or in pa.rt 
the cost of prohibitory measures. 

Sir David Barbour, a former Finance Member 
d India, in the course of his evidence before the 
Commission of 1893, discussed the probable effect on 
the finances of India of the prohibition of the sale 
and export of opium. He said: "We may fairly take 
the total net revenue from opium at Rs. 6,00,00,000 
yearly at the present time. I have no hesitation 
in saying that it would be impossible to carryon 
the administration of India if the revenue was 
reduced by Rs, 6,00,00,000. As it is, there is con­
siderable difficulty in making revenue balance 
expenditure; and for my part I would positively 
refuse to attempt the task if the revenue were 
reduced by Rs. 6,00,00,000. Some revenue could of 
.course be raised by additional taxation, but not 
Rs. 6,00,00,000. I have no doubt that people in this 
,country will bear some adaitional taxation if the 
taxation were imposed in consequence of some 
disaster which we could not have avoided; but the 
imposition of a heavy or perhaps of any considerable 
amount of taxation on the people of India, in order 
tQ_makegood the loss of revenue caused by inter-
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ference with the consumption or export of opium 
~oui~ cause most sePtWus discontent among the 
people of India." 

In 1895, the Finance Member remarked that, as 
India had long ceased to have a monopoly of opium 
supply in Ohina, it was now necessary JO ste.er 
between the two opposing policieR of risking her 
position in the market by resk!cting the quantity 
supplied, and risking the prices obtained by sending 
tuo much into the market. At the moment the 
risk the Government was taking was the first of 
these two risks, and it waB desirable t,o restore 
the standard of production with a view to increas­
ing the amount sold, as well as sett~ng aside a 
revenue which would enable the Government to 
maintajn a pretty equal supply. 

The Oommission submitted its report in 1895. 
They did not recommend the prohibitior. of the 
production or sale of opium in India for non­
medical purposes, though they thought that the 
regulation for the restriction of its consumption 
could be amended. They found no evidence of 
extensive moral or physical degradation from its 
use in India. They considered that the peopJt of 
India would Le unwilling to bear the cost of 
prohibitory measures. and that the finances were 
not in a position to bear the loss of revenue and 
the expenMs which such measures would entail.. 
With regard to the export of Indian opium to Ohina, 
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in the. absence of a:QY declar~d wish by th~.Qginf:l.~e 
. Government to propibit ,,~e traffic, ,they did n<;>t 
re~ommend any action _t@ding to destroy ,it. On 
the question of the purchase of crude opium, the 
Commission recommended direct dealing with the 
poppy cultivators. Another important recommend­
ation of the Commission was that no licenses 
should be granted for the sale of opium prepared 
for smoking and that smoking saloons should be 
prohibited. 

The price of opium continued to vary from year 
to year. In 1892-93, the budget estimate was 
based on the expectation of an average price of 
Rs. 1,050 per chest, but the price actually realised 
was Rs. 1,147. The lowest price on record, Rs. 929 
per chest, was obtained at the June sale of 1898. 
But in October, 1900, the price realised was 
Rs. 1,450 per chest. Tho local production of the 
drug in China had by this time become much larger 
than the imports from India. 

Towards the end of 1906, edicts were issued by 
the Chinese Government ordering that within ~~n 
year~ the growth and the consumption of opium in 
China should be suppressed. Proposals were made 
that the Government of India should co-operate in 
this object by gradualJy restricting the amount of 
opium exported from India to China. Negotiations 
were carried on with the Chinese Government for 
th~ gradual diminution, a.nd ultimate extinction of 
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the export of Indian opium to China. These nego­
tiations gave the Government of India much cause 
for anxiety as they involved the loss of a large amount 
of revenue. For several years a great deal. of contro" 
yersy gad raged. rQund the question of opium traffic. 
At last, in 1907, an Agreement was made by which 
the exports from India were to be gradually reduced 
and the trade finally extinguished in the course of 
ten years, China on her part engaging to curtail and 
ultimately to prohibit local production. After the 
lapse of three years there were fresh negotiations 
which culminated in another Agreement. The 
principal terms of this Agreement were as follows: 
India was to reduce progressively the quantity of 
opium exported to China; but if China was able to 

. completely eradicate the cultivation of poppy befortl 
. 1917, India would shut down her exporta at the 

same time. In the interval, as each Chinese 
province stopped its production and import of 
native opium, the admission of Indian opium to that 
province would cease; China was to levy a consoli­
dated import duty of Rs. 689 a chest, along with an 
excise duty equivalent to the import duty; all other 
taxation and all restrictions on the wholesale trade 
in Indian opium were to cease. 

The opium question was discussed by an Interna­
tional Opium Commission at Shanghai in February 
1909, and again at an International Conference at the 
Hague at the end of 1911. The convention drafted 
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at the latter created no new position in regard to 
opium so far as India was concerned; while in 
regard to morphia, cocaine, and other similar drugs, 
the Conference by accepting the view long held 
by the Indian Government that these drugs were 
a greater danger to the East than opium, and by 
inviting the European countries which manufactured 
them to agree to conl:erted action, took a notable 
step forward. 1 

On the question of the opium poliny of the Govern­
ment of India Sir Guy Fleetwood Wilson said in 
1911: "We have accepted and are loyally carrying 
out a policy which subordinates financial to ethic&l 
consider:ations. The Indian people will be called upon 
to'make sacrifices in the interest of humanity. They 
SLfe a sensitive and sympathetic race inspired by 
lofty ideals and I dare prophesy that they will not 
shrink from bearing their share of the burden since 
it will contribute to the uplifting of a sister nation.2 

The price paid at the monthly auctions held 
for Bengal opium, which had always been subject 
to considerable fluctuations, rose to unprecedented 
heights at ,the close of the decade 1901-2 to 1909-10. 
Up till 1909, the average price was, generally 
speaking, about Rs. 1,300 or 1,400 a chest, 'the 
extremes being Rs.' 1,074 in May, 1902 and 
Rs. 1,765 in February, 1904. In November, 1909, 

1 Moral and Material Pr0t/resa Report, 1911-12. 
• FlnaM1cU Statement, 1911-12 •. 

B.I.T .. , V 
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the average rose to Rs. 1,800, and from that time 
onwards a strong upward tendency continued, 
though still with marked fluctuations. After the 
beginning of 1911, when the distinction between 
"certificated" and "uncertificated" opium was 
introduced, the former was sold at much the higher 
price. Speculation reached its zenith in October, 
1911, when opium certificated for exportation to 
China fetched the phenomenal price of Rs. 6,015 a 
chest. l Prices remained high in 1912. The rates 
of duty on Malwa opium were also largely enhanc­
ed. New arrangerr.!ents were at this time made 
with the Indian States, and a portion of the 
surplus profits was made over to them. 

But the E\udden increase of opium mven:ue was 
like the last flicker of a dying lamp. Then 
was a large drop in 1H13-14. The stringent 
anti-opium measures adopted by the Chinese autho­
rities, and the consequent accumulation of stocks at 
Shanghai and elsewhere, led to the suspension of 
sale of opium destined for China. In January, 
1913, the Government of India gave notice that the 
sale of "certificated" opium would be suspended in 
April, and fixed an enhanced upset price for sales 
before' that date. This in effect operated as an 
immediate suspensioll of sales. Sho~tly afterwards, 
it was decided to stop the export to China'of Indian 
opium altogether, although the production of native 

1 Moral and Material Progre88 Report, 1911-12. 
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opium continued in some of the proVinces of China.1 

But the trade with the other Far East Countries, 
such as the Straits Settlements, Hongkong, and the 
Dutch East Indies continued, though to a reduced 
extent. 

From the year 1915 the Government of India 
continuously pursued the policy of endeavouring to 
supply opium direct to the Governments of consum­
ing countries in substitution for sales by public. 
auction. In the year 1920-21, about three-fourths of 
the total exports were made direct to such Govern­
ments. Negotiations were carried on for direct con­
tracts with the remaining large importers of Indian 
opium, which included Japan, Portugal, and France. 
India exported no opium to any country which 
prohibited import; nor did she export any opium in 
excess of the quantitjes which the Government of 
the consuming country desired to I\dmit; and in 
practice she voluntarily placed a limit on the total 
exports from India irrespective of what the particu .. 
lar demands might be. 

1 For a long time, there were two agencies for the manufacture of 
'Bengal opium'. In the course .of the decade 1891-92 to 1901-2, there 
~as some aiscussi')n upon the mcthod of dealing with poppy cultivation 
ill the Behar agency. It had been usual there to employ the agency of 
middlemen, but as It had been found that this gave an opening to fraud 
against the raiyats, the question was raised whither it was possible to 
assimilate the ~actice to that of tlIfl Benares agency, where the Govern­
ment dealt With the cultivator direct. llitimately, it was considered 
best to adopt an intermediate system. In 1910, the two agencies were 
amaJga.matdd, the sin,;le agent beiDg_ stationed at Ghazipur, and the 
control was transferred to the United Provinces Government. In 1911. 
tBohe head factory at Patna was abolished. The opium department in 

mbay was abolished from the 1st January, 1914. 
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The opium question received attention from the 
League of Nations immediately after its establish­
ment. At its first session, the Assembly recom­
mended to the Council the appointment of an 
advisory committee to make suggestions regarding 
the more effective execution of tht.) Hague Conven­
tion. At the second session, the committee 
proposed the appointment of a Board of Enquiry 
which would investigate and report OJ) the quantity 
of opium required for strictly ~nedicinal pUf.poses, 
and thus would enable the League ultimately to 
restrict the cultivation of opium to this amount. 

: But the delegates of the Government of India 
.i protested, on the ground that the recommendation 
, took no account of the fact that, in several eount.ries, 
, the use of centuries sanctioned the employment of 
. opium in certain circumstances. They further 

pointed out that India was the one important opium­
producing country which had rigorously observed 
and even improved upon, the recommendations of 
the Hague Convention. The view of the Govern­
ment of India was that the more effective observ­
ance of the terms of that Convention should be for 
the present the object of the League's efforts; but 
that if an enquiry was to be instituted, its scope 
should be extended so as to include all legitimate 
uses of the drug. This view made a great impres­
sion upon the audience and finally prevailed.1 In 

1 Moral and Material Progre88 Report, 1921-22. 
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1923, the 'import certificate system' was adopted in 
India as prescribed by the League of N"ations. The 
effect of this waH that opium could be exported to 
any country only on the production of a certificate 
from the Government of that country that the drug 
was required for legitimate purposes. l 

A very fmbstantial decline took place in exports 
between 1913 and 1923, the total number of chests 
exported from India fell from 15,760 to 8,544. 
The exports to China fell from 4,612 chests to 
zero, those to Singapore from 2,367 chests to 
2,100; to Hongkong from 1,120 to 240; to Penangf 

fr'om 200 to nil; to Colombo, from 150 to 30; to 
Batavia, from 3,535 to 900.2 Only in the case of 
two destinations was there a noteworthy rise. The 
chests exported to Bangkok rose from 1,350 in 
1913 to 1,600 in 1923; and those to Saigon rose 
from 450 in 1913 to 2,975 in 1923.s • 

1 In addition to the fixed sales nnder agreements with Governments, 
~,(iOO chests were offered for sale every year by auction at Calcutu!" 
J:~ut the international discussions re/l:arding opium introduced much 
uncertainty into the trade; and between October 1924 and February 
1925, very few chests were sold. 

• Moral and Material Progress Report, 1924-25. 
3 The Finance Member observed in 1924 :-"In regard to the exports 

they are carrying ouL their agreement under the Convention to the full. 
They have in oue or two cases gone beyond it In the case of Macao 
where they were convinced that the amount imported under license 
Was more than the colony could possibly require for internal consump­
tioll, they did go beyond the Convention and seriously restricted the 
amount for export. The Government will be perfectly happy to see 
thcseexports further reduced. Thei do not wish to secure revenue out 
of the degradation of the other countriee, but they do not sep. that thq 
are going to help f~ard any useful work if they themselves suddenly 
or e,:e)l, OX-eJ .1It .i1eriOd. of years, without co-o~ratian frOIn eleewp.qe, 
b
depnve India of he'!' revenue and the cultivators of their employment 

y refusing 00 send exports of opium to countries whose Government. 
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During the last decade, the international anti­
opium movement, which has for its object the reduc­
tion of the consumption of opium and it,s derivatives 
to such quantities as are in accordance with medical 
and scientific needs, has gathered considerable 
strength. The discussions of the League of Nations 
Opium Committee and of the Assembly in 1923 
centred in the two following propositions: (1) If the 
purpose of the Hague Opium Convention was to 
be achieved according to its spirit and true intent, it 
must be recognised that the use of opium products 
for other than medicinal and scientific purpo8es 

. w~s an abuse and not legitimate; (2) In order ttl 
prevent the abuse of these drugs, it W8,S necessary 
to exercise the control of the production of raw 
opium in such a manner that there weuld be no 
surplus available for non-medical and non-scientific 
purposes. l The representatives from India associ-

,~ontinue to license their import, in pursuallce of the policy which those 
Oovernments have themselves agreoo to carry out, of gradual reduction; 
si.nce thc only result so far as the Government of India can see of 8Llch 
an action on thcir part would be to mulct the Indian taxpayer 'in a 
considerable sum of money and have IW effect whatsoever 011 the llmount 
of opium imported to and cOllsumcd in these places. 

1 Moral and Material Progrcss RIJport, 1921-22. 
Lord Reading observed as follows on the 9th February, H123: 
"We have very carefully examined the new obligations undertaken by 

us under Article 1 of the Protocol to the Convention of the Second 
Opium Conference at Geneva, to take such measureB as may be required 
t,o prevent completely within nve years from the present date the 
smuggling of oplUm from constituting a serious obstacle to the effective 
suppression of the use of prep:lI'ed opium. As a result we have come to 
the conclusion that in order at once to fulfil our international obli­
gations in the largest measure and to obviate the complications that may 
arise from the delicate and invidious task of attempting to sit in judg­
ment on the internal policy of other Governments, it is desirable that 
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ated themselves with these resolutions, subject to 
the reservation that the use of raw opium according 
to the established practice in India, and its 
production for such use, were not illegitimate under 
the Conv~ntion. 

In June, 1926, iii was announced that the extinc~ 
tion of exports of opium for other than medical and 
scientific purposes would be accomplished in ten 
years, so that no opium would be exported, except 
for those legitimate pllrposes, after the 31st of 
December, 1935.1 With effAct from the 19th 
March 1925, the transhipment at any port in 
British India of any of the drugs included in 
the Hague Convention was prohibited unless cover­
ed by an export authorisation, or diversion certifi­
cate issued by the exporting country, and this order 
was revised in the light of the Geneva Convention 
on the 12Lh February, 1927. 

Between the years 191G·17 and 1927-28, the 
area under poppy cultivation was reduced by more 
than 76 per cent. In the former year, the area 
under poppy stood at 204,186 acres, while by 
the end of March, 1928, it had fallen to 48,083 
acres. The Government of India also entered 

we should declare puLlicly our intention to reduce'progressivelf the 
exports of opium from India. 80 as to extinguish them 8.ltogether wIthin 
11. definite p,eriod, except as regards export!! of opium for stnctly medical 
purposes. ' 

1 It was arranged tho.t exports in 1927 would be 90 per cent. of the 
exports of the year 1126 ; in 1928, 80 per cent.; and 80 on. 



844 A mSTORY OF INDIAN TAXATION ClUP. 

into negotla.tions with those Indian States in which 
opium was prol:luced, ·as a result of which the 
total quantity of crude opium purchased from 
the Indian States was considerably reduced. Since 
January, 1926, the Government of India has prohibi­
ted the cultivation of poppy in A.jmere-Marwara~ 
and within British India it is now confined to a 
limited area in the United Provinces. In March. 
1926, a Conference was held to consider what 
arrangements should be made by the Indian 
Government to cheek opium smuggling from 
Rajputana and Central India into British India. In 
May, 1927, a Conferenee was held in Simla between 
the representatives of the G,-overnment of India 
and of the various Indian States interested in the 
cultivation and consumption of opiuIIl, and the 
relations of these States to the Government of 
India's opium policy, both external and internal. 
was discussed. The Government of India appointed 
a committee in November, 1927 to investigate the 
question. This committee submitted its report 
in 1928, which is now under the consideration of 
the Government. 

Opium contributes to the revenue of India under­
two heads. TQe net revenue credited in the public 
accounts u/Jer the head 'opium' is that derived 
from the export of opium to other countries. There 
is also a y.iry considerable, though hitherto much 
smaller, revenue derived from opium consumed in 
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India, which is credited. under the head 'excise'.2 
We shall now briefly notice this par~ of the subject. 

The receipts from excise opium increased year by 
year from the early days of the Company till 
in 1881-82 it stood at Rs. 79,94,520. The next 
decade showed a further increase, and in 1891-92· 
the income derived by the Government from this 
source was Rs. 97,65,130. The increase was attri­
buted by the Government to the greater efficiency 
of the preventive arrangements, by which th~ 

consumption of licit opium was la,rgRly substituted 
for that of the article smuggled into the provinc~ 
across the frontier. The whole question of th~ 

increase in the consnmption of the drug in India was 
exahustively treated in a despatch of the Govern-­
ment of India in 1891. The main points on which 
strAss was laid in this document may be thus. 
summarised: 'rhe number of licensed opium shops 
diminished during the previQus ten years in just. 
the same proportion as that by which the popu­
lation had increased. The proportion of such shops to 
the population was, in 1889-90, about one to 22,000 
people, and the shops for the smoking of the drug 
and preparations from it, one to 197,000. The 

1 Opium is consumed in all provinces in India.1't ¥ largely used for­
!Dedicinal purposes, and is a common household drug of the people. It 
IS commonly taken in the form of pills; but in Borne places, chIefly on 
Bocial and ceremonial occasions, it drunk dissolved in water. Opium 
smokin~ is not. extensively practised in India propel', where it is consi-· 
dared dtsreput,able; the practice of opium eating, as it exists in India .. 
has little Ol' no eonnex.ion with what is generally known as the "opium 
habit." 
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consumption of opium had risen from 889,666 lbs. in 
1880 to 910,224"lbs. in 1890. The local autqQrities 
~l) two proyinces had ceased to iilsue licenses for 
,()pium to be consumed on the premises, and steps 
were in contemplation to restrict or abolish such 
licenses elsewhere. The consumption of this drug 
in the Madras Presidency, which had been uncon­
trolled in the past, had, since 1880, been brought 
under the same restriction as in the rest of India. 
The duty on excise opium, again, had been raised 
in several provinces to an extent sufficient to 
restrict, in some degree, the amount consumed, or, 
.at all events, to check the spread of the habit of 
indulging in the use of the drug. The Government 
of India also had it in contemplation to restrict, if 
possible, the consumption of opium amongst the 
Burman population of the Lower Division of the 
province, as had been done in the Upper. The 
possibility, however, of enforcing upon a por~ion of 
the population a prohibition that did not extend to 
the rest, especially in a tract containing so large 
an admixture of foreigners, and one so adapted to 
.successful smuggling as Lower Burma, was, it ';vas 
thought, extremely doubtful. With regard to the 
prohibition of APe sale of the drug throughout India 
generally, as had been suggested, the Government 
of the country considered it neither feasible so 
long as the poppy was cultivated either in British 
()r protected territory, nor advisable owing to the 
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deep ro.ot .. the habit h.ad taken among tp.e peopJe. of 
the north of India •. and other cla~se.§; Finally, it 
appeared from the ~eturns that the annual con: 
sumption of licensed opium was equivalent to a dose 
of 45 grains a day for about 400,000 people, in 
other words, to two· in every thousand of the 
aggregate population. 1 

The methods of distribution of opium for home 
consumption vary Alightly, but in all provinces 
retail sales are permitted only in licensed shops. 
and tJw limit .9f . priv~te possei:i~ion of the dtlJ-g jl) 
fix.~d. Consumption of opium on shop premises is 
forbidden throughout India. The number of shops 
licensed for the retail sale of opium in 1901-2 was: 
Assam, 775; Bengal, l,G51; Borar, 433; Bombay. 
1,128; Central Provinces, 899; Madras, 1,190; 
United Provinces, 1,142; Punjab, 1,456; Burma, 56. 
This was considerably smaller than the corres­
ponding number in 1891-92 in Aseam, Bengal, the 
Punjab, and Bombay; it was about the same in the 
Central Provinces and in the United Provinces; in 
Madras it was rather larger.2 

The incidence of taxation on the licit opium 
consumed was at this, time much greater in Burma 
than elsewhere, amounting in 1901~ to Rs. 77 per 
seer, chiefly from the sale of licenses. In Assam, 

I Moral and MateriaJ Progress (Decennial) Report, 1891-92. 
I Moral and Material Progress (Decennial) Report, 1901-2. 
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the direct taxation was rather heavier than in 
Burma, but the receipts from vend fees were much 
smaller, and' the result was a total incidence of 
Rs. 341- per seer. Bengal stood next, with Rs. 28 
per seer, Berar following with R'j. 26!, and the 
Central Provinces and Madras with Rs. 23 and 
Rs. 20 respectively. The consumption per head of 
the population was more tha.n twice as large in 
~~~am as it was in any other province, and this 
fact, combined with the high rate of duty, account­
ed for the very high proportion of opi,lm receipts 
per 10,000 of the population, amounting in one 
district, namely, Lakhimpur, to Rs. 13,7Gl. This 
was exceeded, in the whole of India by tbe corres­
ponding figure, Rs. 36,963, for Rangoon town.1 

The Opium Commission, as has already been 
noticed, recommended that measures should be 
taken to. restrict the practice of opium smoking. 
This was not, except.in Burma, a common prf1ctice 
in India. In India proper, opium smoking on 
licensed premises was forbidden in 1891, and the sale 
of preparations for smoking known as mada1c and 
chandu had been prohibited. Special measures were 
taken during the decade to discourage the use of 
opium in Burm~~. The view was accepted, in 1893, 
after much discussion. that the consumption of 
opium w:..as specially har-mful to theBJ,lrmese race; 
and from January. 1894 it was made penal for 

1 M()Tal and Material Progr/lSs (Decennial) Report, 1901-2. 
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the Burmans who had not registered themselves as 
habitual consumers to possess or consume opium. 
Further, the taxation of opium in that province was 
~bout twice as heavy as in those provinces of India 
where the taxation was the highest. These restric­
tions resulted in a large increase in smuggling and 
illicit consumption in Burma, and it was decided in 
1900 to revise the arrangements. 1 

In most of the provinces the issue price was raised 
.during the following decade, and the legal limit of 
the amount of opium which might he held by private' 
persons was reduced. In regard to opium smoking, 
the then existing law imposed severe restrictions. 
Tfhe sale of smoking preparations was absolutely 
prohibited throughout India proper, while private 
manufacture was only allowed to the smoker himself 
'or on bis beha.lf and, generally speaking, to the 
-extent of one tola (180 grains) at a time. These 
restrictions, however, were found inadequate, and 
the Government announced its intention of taking 
further steps in the direction of direct unqualified 
prohibition.2 

1 Dealing in opium was regulated by rules framed under the Indian 
'Opium Act of 1878. The details varied in different provinces. The 
excise revenue derived from opium was mainly composed of duty and 
vend fees, the rate of duty varying with the conditions of the locali~­
and being highest where smuggling was most difficult. Generally 
speaking, the aru,g was issued to licensed vendors and druggists at a 
fixed. price from Government treasuries and depots, and the right of 
retail vend W!18 sold by annual "fICtion, for one or several sanctioned 
'Shops. Bengal opium was supplied for internal consumption in most 
provinces, but Malwa opium was supplied in Madras up to 1908, and in 
Bombay up to the end of the period (1911-12). • 

• Moral and Material Progr688 (Decennial) Report, 1911-12. 
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The use of opium in India WIlLS enquired into 
in 1923 by a non-official agency, namely, the 
National Christian Council of India, Burma and 
Ceylon. The main facts revealed by this enquiry 
were as follows: In many parts of India, the 
custom of giving opium pills to Rmall children 
prevailed. The reasons were various. But the com­
monest was the mother's desil~e to prevent the child 
from crying, particularly in the ca5e of mothers who 
worked as operatives in factories. Opium was also 
given to children to appe&.se hunger or to allay diar­
rhoea, vomiting, etc. The drug was often taken by 
grown-up people to ward off the approach of fatigue. 
It was also taken mostly by elderly men in the belief 
that it was a cure for various diseases and ailments~ 
such as asthma, bronchitis, diarrhoea, dysentery, 
diabetes, and rheumatism. Lastly, addiction to opium 

The case of Burma with regard to opium regulation stood by itself. 
The consumption of opium, which there usually took the form (}f smok­
ing, was not commonly practised by the Burmans, they appeared to be 
Bvecially susceptible to mjury from it, and viewed it in general with 
disfavour. Consumption was permitted only to non-Burmans, and to It 
limited number of Burmans, specially registercd as opium consumers in 
Lower Burma. In Upper Burma, its sale to or possessbn by 
Burmans, was absolutely prohibited except for medical I?urposes, 
since the annexation of the country in 1886. The prohibItion was 
extended to Lower Burma in 18l!3, but exception was made in favour of 
Burmans over the age of 25 who had acquired the Bmoking habit, and 
were allowed to register themselves as consumers. The arrangemmts 
for the sale of opium were in Burma under the closest officialsupervisicm, 
each 8hop, though let to a private licensee, being placed in clulrge of a 
separate resident excise officer. The Burma opium rules were recast 
and made more stringent in 1910, while amendments of the lawl made 
in the,preceding year, gave increased power in the matter of aealing 
with persons suspected of unlawfully trafficing in opium and as regards 
arresting and searching for the drug. The retail price to consumers, 
moreover, is fixed at a uniformly high figure, except at a few shoys in 
places where it would be easy to ootain smuggled opium at a lower 
rate. 
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eating was nothing more or less than addiction to a. 
pleasurable and harmful drug. In regard to the 
effects, there was general agreement among the 
medical men that the use of opium was very injuri­
ous, particularly to children. The most normal effect 
was a general stupor of the child at the very out"'set 
of life. The nerves and brain were also affected. 
Doped children succumbed far more easily to 
diseases than other children. The infantile death­
rate-so tragically high in Indill.-was thus enhanced 
by the opium habit. In the case of adults and 
elderly people, the evil effects varied with the 
degree to which the subject came under the influence 
of opium. In extreme cases, physical deterioration 
and intellectual and moral degradation were to be 
found. 1 

EnlightenAd public opinion in India is dis­
satisfied with the opium policy of the Government. 
But there seems to be less unanimity on the desir­
ability and practicability of measures which have 
ooen suggested from time to time to cope with the 
evil. The question should be thoroughly investigated 
from all points of view. lndian publicists may not 
endorse all the suggestions put forward by p'ersons 

1 Opium in India,-PuhlisMd bv the National Christian Council of 
India, Burma and Ce:ylon. vf the ailments, physical and mental, 
caused by thl' use of opmm) ~he following were mentioned by some of 
the persons consulted by tnis body: Dyspepsia constipation, anoomia, 
loss of appetite, disease of the heart,lungs and kidneys, nervous debility: 
lOllS of memory, drowsincssand lethargy, IOSH of will-power and generar 
moral unrelianility. 
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. and organisations who have interested themselves in 
the question; but there can be no difference of 
()pinion in regard to the following view urged by 
the National Christian Council in the concluding 
portion of their appeal. They say: "While much 
-de1>ends upon Government act,ion (and where 
growing is a Government monopoly, nothing can be 
done without Government), we feel that no great 
advance can be made without the education of 
p~blic opinion. If Provincial Legislatures are to 
~onsider the diminution of their opium excise 
returns, they will need to be supported by public 
.opInlOn. But, most of all, there is need for the 
kind of simple education in the elements of public 
health, not least through the schools which is being 
undertaken by some public-spirited men and women, 
and which is the soundest foundation for the health 
and well-being of the people."l 

During the decade 1910-11 to ] 919-20, there was 
:a decrease in the consumption of opium in all the pro­
vinces except the N orth-Western Frontier Province 
and Ajmere-Marwara, in which there were slight 
increaEles. At the same time, the revenue derived 
from opium in the various provinces of India, 
()wing to the enhanced price at which the drug was 
sold, rose considerably. On the introduction of the 
Montagu-Chelmsford Reforms, excise opium came 
~nder the control of Ministers in all the provinces 

1 Opium in India. 
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except Assam. The Indian public was not satisfied 
with the measures taken by the Government to 
check the evil. In 1925, the Government was 
.attacked in the Indian Legislative Assembly for 
the conservative policy which it was adopting in 
respect of limiting the consumption of opium ... ~e 
Finance Member explained the view of the Govern­
ment of India and proved by figures that consump­
tion during the period 1910-11 to 1922-23 had 
decreased by about 50 per cent. He announced his 
readiness to appoint a Committee on Opium 
Consumption to review the conclusions of the Com­
mission of 1893, provided that Provincial Govern­
ments agreed that there was a prima facie case for 
such an enquiry. Nevertheless, a censure motion 
for a nominal cut was carried. In deference to the 
opinion expressed in some quarters, the Govern­
ment of India asked the Provincial Governments 
to consider three aspects of the opium qnestion: 
the high consumption in certain areM, the practice 
of administering opium to infants, and the desir­
ability of closer co-ordination of policy between 
the different Provincial Governments in regard to 
ftxing the sale price of opium. 

The revenue derived from opium was at one time 
one of the most important sources of State income 
in India. On its variable and somewhat uncertain 
amount depended not only the character of a budg­
et,-namE.;}Y, whether it was to be a deficit or a 

B.l.T. w 
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surplus one,-but also the decision of the Govern­
ment in regard to its programme of expenditure. For 
a century, opium influenced the financial activities 
of the Government in India, and for full fifty years 
it disturbed the sleep of almo.~~ eyery one of her 
Flhance Member;. But, to-day c pium has lost its 
dominant position, and the day is not far distant 
when the few crores now realised from this source 
will almost entirely disappear. l 

1 Moral and Maten:al Pro;1ress, 1924-25. 
The Government point of view is thus set forth in india in 1924-25. 
"The redu('-ed figures of consumption in recent years su~gest that 

there must now be very little aflUse indced in conlle:xion with opium. 
Enhanced pric,~ and restricted supply, together with a welcome, 
though slow, trend of public opinion, arc resulting in a t!ec.reasin~ use of 
opium for ceremonial hospitality or for perHonal indUlgence, and are 
thus tending to restrict the consumption of the drug to ;lUrposes either 
medicinal or quasi-medicinal. The figures for each prov~nce will show 
to what cxtent the policy of Government has been jUbtitlcd. BetwooIL 
1910-11 and 1923-24, the consumption has fallen in Madra6 from 1.1'18 
maunds to 876 maundsj in Bombay, from 1,4B6 mounds to 819 maunds; 
in Bengal, from 1,626 maunds to 998 mauuds; in Burma, from 1,306 
maunds to 772 maunds' in Behar Rnd OriRsR, from 882 ma'If.ds to 654 
maundsj in thc United Provinces, from 1,545 maunds to 6O,~ maunds; 
in the Punjab, from 1,584 maunds to 8:34 maunds j in the Ceutral 
Provincl'lI, from 1,307 maundR to 761 mauuds; in Assam, from 1.511 
maunds to 911 maunds. Only in the N orth-Western Frontier Province 
and in Ajmcre-Marwara, there is a slight increase from 69 to,72 maunds 
and from 69 to 71 maunds respectively. In 1910-11, the consumption 
for the whole of India was 12,5BO maunds; in 192B-24, it was 7,406 
maunds. 



CHAPTER VII 

LAND REVENUE 

A GREAT deal of controversy raged soon after the 
commencement of British rule in India as to the 
true nature of the land revenue. Some regarded it 
us partaking of the character of rent, while others 
felt disposed to call it a tax. The protagonists of 
the former theory held the view that the State in 
India had always been considered the sole proprie­
tor of the soil. They sought to base their argu­
ments on some texts of the ancient Sanskrit works. 
But a careful reading of these very texts seems to 
lead to a very different conclusion. The king is 
described by Manu as 'bhumeradhipati.' The real 
meaning of this term, is 'supreme ruler of the 
country' and not 'lord paramount of the soil' as it 
was rendered by Sir William Jones. The position 
is made clearer in another passage of Manu in 
which the great sage fixes the king's share in the 
produce of the soiJ.l N or does Kautilya, a grea t 
9hampion of royal authority, say anywhere in 

c~ ~~~roo.m ashtamo bhagah shashtho dvadasa eva ba.-Mmw .. 
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his Arthasastra that the King is the owner of the 
soil. l 

The question was discussed later by historians 
and economists. James Mill favoured the rent 
theory, while H. H. Wilson advocated the oppo­
site view.2 John Stuart Mill expressed the view 
that land throughout India was "generally private 
property, subject to the payment of revenue, the 
mode and system of assessment, diffEring materially 
in various parts." In the course of correspondence 
with Madras in 1856, the Court of Directors 
emphatically repudiated the rloctrine of State pro­
prietorship, and affir.med the principle that the 
assessment was revonue and not rent. Sir Charles 
Wood reaflirmed the principle in 1864. 

1 Yajnavalkya is quoted in Jagannath's Digest to show that the king­
had no particular property even in unclaimed or uncultivated land • 
.J aimini, the author of the Mimansa, also denies the king's ownership. 
"The kinglY'power," he says, "is for the government of the realm and 
the extirpatlOn of wrong, and for that purpose he receiveil taxes from 
husbandmen and levies fines from ofrimdcrs; but the right of property 
is not thereby vested in him, else he would have property in house and 
land appertaining to the subjects abiding in his dominions. The earth 
is not the king's, but is common to all beings enjoying the fruit of their 
own labour."-Colebrooke on the Mimansa Philosophy. Vide ReplJrt of 
the 'lba;ation Enquiry Committee, Vol. IL 

• "Notwithstanding the positiveness," wrote H. H. WilsOI:, "with 
which it has been affirmed that the proprietary right of the sovereign is 
indissolubly connected with the ancient laws and institutions of the 
Hindus, the accuracy of the assertion may reasonably be disputed. In 
adducing the authority of the Hindu writer!l in favour of the doctrine, 
two sources of fallacy are discernible. No discrimination has been 
exercised in distinguishing ancient from modern authorities; and isolat­
ed passages have been quoted, without regard to others by- which they 
have been Ilualified or explained. If due attention had been paid to 
these considerations it would have been found that; the BUPJ!08ed 
proprietary right of the sovereign is not wa1:'ranted by ancient wnters; 
Bnd that, while those of a later date seem to incline to ita admissi«:>v, 
they do not acknowledge an exclusive right, but one concurrent Wltt 
the right of the occupant; they acknowledge a property in tM BMl, not 
the llroperty of the Boil." Mill, History of India, Vol. L 
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A very interesting discussion took place in 1875 
when this question was considered officially· by the 
Council of India in connexion with a paper on the 
subject written by Sir Louis Mallet. Sir Louis 
said that an indifference to accurate thought apd 
expression had been and was a source of the. 
greatest di~cul~y. He expressed the view thatl' 
the amount of land revenue demanded by the 
Government was not only large, but also uncertain. 
Sir George Campbell thought tha,t much good could 
not come out of "the stirring of the vexed ques­
tion." "'~lr- Henry Montgomery considered it un­
likely to lead to any practical advantage. Sir 
Erskine Perry regarded the discussion of the matter 
as a "speculation oisive." Sir,lIenry Maine, how­
ever, took a different view of the matter. He 
wrote: "If it is absolutely necessary to answer the 
question whether the land revemlR taken from time 
immemorial by Eastern Governments is or iR not 
rent, I imagine that the answer must be in the 
negative. It seems to me incredible that any 
Government, since the beginning of history, should 
have taken the exact economic rent of the territory 
occupied by its subjects. In order to obtain this, 
a Government must have put up the soil in parcels 
to competition, without r0cognising any hereditary 
right in any one p~rson which entitled him to be 
preferred to another p..~I'son., ",ho .. biq.~igp:e!' .. J.Ql" 
the. occ.Ull~tjQJ). No evidence of any such system 
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exists... The rival theory that the land revenue 
is a tax, is so far more correct that we in Western 
Europe have agreed to apply the word 'tax' to 

; every exaction of the State from person~ recognised 
as owners, and the English Government has never 

.pushed taxation so far as to obliterate ownership." 
f,<)n the practical aspect of the qUflstion, Sir Henry 
observed: "It is much to be wished that questions 
whether land revenue is rent or ta,x, and inferences 
from one view to the other, would give way to 
unbiassed enquiries whether the heavy or per­
manent assessments, which generally go with the 
theory of rent. or. the light aSRP1';Sments, which are 
usually associated with the tax theory, do most to 
improve the moral and material condition of the 
great mass of the population."l 

Sir Bartle Frere thought th11,t the discm sion was 
a very useful and praetieally important one. Ho 
pointed out that a good deal of difficuhy arOSt: from 
the want of accurate knowledge of the sources from 
which land revenue was derived. "\,Ve talk of the 
'land tax',2 'land assessment', etc.", Sir Bartle 
observed, "\vithout reeollecting that the land 
revenue of India, or of almost any di.strict in Ind.ia, 
generally includes specimenR of almost every 

1 Minute dated thr 1mh Marrh. 1875 quoted in the report of the 
Taxation Enquiry Committee, Vul. II. Extracts are also /!:lven in the. 
volume from the opinions or othl'r eminent authorities, to which 
reference is made here. 

• Minute dated the 10th April, 1875. 
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conceivable form of income, public or private. 
which can be derived from land."l 

Hir Louis Mallet, in replying to the criticisms, 
emphasised the practical character of the question. 
"Without disturbing past settlements", he wrote, 
"which we cannot afford to do, and cannot now do 
without fiscal sacrifices, I shall rejoice to se~ , 
limit placed on future assessments, with a view t6 
which the renunciation of the theory of State land­
tordism would be the most effectual step •.. In 
speculating on its future resonrce, I should like to 
see the Government steadily putting rent out of 
view, as only liable to taxation in common with 
other forms of property".2 He added: "I regard t,his 
question of rent or revenue on financial grounds 
alone, as one of immediate practical importance. 
I have never concealed my opinion as to the extreme 
gravity of our financial position, and I believe 
nothing but the fact that the present system is 
almost secure from all independent awl int,fJ1ligent 
criticism has enabled it so long to survive." 

Lord Salisbury, then Secretary of State, did not 
feel disposed to regard the question merely as "one 
tJf words". He said: "To us it may seem indifferent 
whether we c!:l.ll a payment revenue or rent; but it 
i.~ not indifferent by what name we call it in his 
(the modern Indian statesman's) hearing. If we 

1 Minute daUd the 10th April, 1875. 
, Minuie dated the 12th April, 1875. 
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say that it is rent, he will hold the Government in 
strictness entitled to all that remains after wages 
and profits have been paid, and he will do what he 
can to hasten the advent of the day when the State 
shall no longer be kept by any weak compromises 
from the enjoyment of its undoubted rights. If we 
p~rsuade him that it is revenue, he will note the 
vast disproportion of its incidence compared to that 
of other taxes, and his efforts will tend to remedy 
the inequality, and to lay upon other classes 
and interests a more equitable share of the fiscal 
burden ... I agree, therefore, with Sir Louis Mallet 
in desiring that our present non-deRcript land dues 
should tend to the form of revenue rather than 
that of rent."l 

But if the State is not the sole nWDt'r of the 
soiI,2 the question arise:.;, Who is the owner? The 
claim of the zemindars to proprietorshlp was 
supported by Sir Philip ];-'rancis, Sir John Shore. 
and Lord Cornwallis. But other authorities, equally 
eminent, contested this view. Sir Thomas Munro 
expressed the opinion that, if the name of landlord 
belonged to any person in India, it was the raiyat.8 

1 Minute dated the 26th April, 1875. 
• H. H. Wilson expressed the view that the notion of the proprietary 

right of t.he sovereign was rather of Mahommedan than Hindu origin. 
But Colonel Galloway observed in 1824 that, under Mahomedan law and 
usage, the Emperor was the proprietor of the revenue but not tha 
proprietor of the soil. 

o Sir Thomas Munro's Minute on the Depressed oomiition of the 
Bellary District, 1824. 

Mountstuart Elphinstone wrote in 1819: "A large portion of the 
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The .truth seems to be that in Inqia ~h!,r.~.js .• n() 
a bS,?lu te.pr<}prietor of t.he. soil, . but. .Ph.at. Jiexer.a.l 
parties, sucp as the State, the intermedjate ~q!<l~r.s 
of land, and theactuaCcultivators possess limited 
rights in it. l 

During the early Hindu period of Indian history. 
a share of the produce of the soil was set apartfof 
the support of the King. This share was ordinarily 
one-sixth,2 but was liable to be reduced to one­
eighth or one-twelfth in the case of poorer soils 
which required much labour to cultivate them. In 
special circumstances, the King's share was also 
liable to be increased to one-fuurth. When Mahom­
madan rulers established themselves over a large 
part of the country, some of them demanded higher 

(Mirasi) raiyats are the proprictors of their ('stateR, Bubject to the 
paymellt of a fixed land tax to the Government." He further expresHed 
the view: "Many of the di~putes about the property ill the 80iL have 
bcen occasioned by applying to all partH of the country, factI! whieh arc 
only true of particular tracts; and by including, in eondusions dmwn 
from one sort of tenure, other tenures totally dissimilar iii their nature". 

1 Jagannatha Tarka-Panchanana, the compiler of Co!cbro()ke'l!, 
Digest, says, "There is property of a hundred vanous kinds in land". 

Sir George Campbell wrote in 1870: "The long disputed question 
\vhether private property in land existed in India before the British 
rule, is one which can never be satisfactoril~ settled. because it is, like 
many disputed matters, principally a questIOn of the meaning to be 
applied to words. Those who deny the existence of property mean 
property in one sense' those who affirm its existence mean property in 
another sense ... In the sense, then, of the right of holdmg the land 
subject to the payment of customary rents, I think that private propertr, 
in land has existed in many larts of India from time immemorial. ' 
Systems of Land Tenures in 1 arioUB Countries. (The Tenure of La!nd 
tn/ndia). Though this stateme.'lt looks like an evasion of the issue, the­
view contains a substantial amount of sound comllloDsense. 

• Henoe '.;he pop alar designation of the King 'Bharbagha-bhirit' 
Kautilra, however, fxes the share of the Kingat one-fourth-'dhanaya­
r.am Maturt,'ut,m amsam: Artha.aastra, Bk.V., eh. II. 
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proportions, the exact shares being determined by 
practical, rather than theoretical considerations. In 
the reign of Akbar, a settlement of all the terri. 
tories under the sway of the Great Moghul was 

made by his able Finance Minister, ~urya,,,Mal.. 

The State share was at this time fixed at one-third 
()f the produce, and the rule of money payment was 
introduced into many parts of the country. This 
assessment remained in force as the standard till 
the commencement of the Company's administration, 
but additional amollutR were often demanded by 
provincial satraps in ne shape of a}i'/1)(Lbs. 

The produce of the soil was originally divided 
between the ruling authority and the cultivators. 
But in the courHO of time middlemen of various 
grades established themselves between the State 
.and the actual occupiers of the land. When 
the East India Company acrplired administrative 
:authority in India, the old systems were continued 
for a time. Before long, however, the divergences 
which had existed for a long time past became more 
pronounced. But before we discuss in some ddail 
the history of these differences, a few general 
-observations will perhaps be found desirable. 

The first question which demands our attention 
is the person who pays the revenue. The land 
revenue is always, on the last analysis, paid by the 
.actual cultivators, and the State alone is entitled 
to demand its payment. But during the period 
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of disruption of the Moghul Empire. e~~ p9WJ~r 
which became predominant for the time being over 
any area, extorted whatever it could from, the 
tillers of the soil. In urder that this object might 
be better achieved, the system of farming was 
extensively employed in many parts of the country. 
The right of collecting land revenues of definite 
tracts was sold to contractors for short terms. 
These farmers, in their turn, often used to sub-let 
portions of their farms to under-farmers, and the 
process went on till quite a number of middlemen 
intervened between the ruling authority and the. 
cultivators. This practice, it is needless to say. 
led to a great deal of extortion and oppression. 

It was not until some years after the acquisition 
of territories by the East India Company that the 
dire0t collection of revenue was assumed by its 
officers. In Bengal and the north-eastern dis­
tricts of Madras, which were Llw first to come 
into the possession of the Company, a claRs of 
superior holders was found, who collected the 
revenue and made it over to the ruling power. 
It was considered expedient to enter into a settle­
ment with this class. The Rystem is known as the 
zemindari system. This method of revenue collec­
tion was afterwards extended to the Benares 
division of the North-·Western Provinces and Oudh. 
A variant of the system was at a later period estab­
lished in the Central I,rovinces. In the greater 
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part of· Southern and Western India., no class with 
any permanent or hereditary right was found to 
inte1lvene between the peasant and the State. Here, 
after ineffectual attempts had been made to intro­
duce the system of village settlements, engage­
ments were entered into with individual raiyats. 
Hence it was called the miyatwari system. This 
system was established in mueh the greater 
part of the area forming the Madras and Bombay 
Presidencies, and later in Berar, and with some 
modifications, in Assam and Burma. In the rest 
of the country, where the joint village system 
prevailed, the settlement was made with the 
community as a body.1 

The second point which deserves consideratiun is 
the period for which revenue settlement:,; are made. 
In the early years of the Company's administi'ation, 
settlements we're "made sometimes annually, and on 
other occasions for periods of three, four, or five 
years. 'rhese temporary settlements were a fruit­
ful source of many abuses. Orders were, therefore, 
issued by Lord Cornwallis for"~ decennial settlement 
of Bengal and Behar, and these settlements were 
ultimately declared permanent. The Permanent 
Settlement was, Rhortly afterwards, extended to 
Benares. Settlements in perpetuity were also carried 
out in several districts of the Madras Presidency 

1 Vide W, G. Pedder's Memorandum on Land &ttiements (included 
in the Moral and Mater'ial Progru8 Report, 1882-83). 
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between the years 1801 and 1807. It was at this 
time the intention of the Company's officers iIi 
India as well as of the authorities in Englan<i to 
introduce the system of perpetual settlements into 
all the territories of the Company. But, gradually, 
the views of the Court of Directors underwent a. 
<lhange, and in the second decade of the nineteenth 
<lentury the question was decided in favour of a 
system of periodical settlements. Some of the 
~xperienced officers of thr Government, however, 
continued from time to timo to advocate permanent 
.settlements. 

The official pendulum, as has been aptly 
remarked, "swung backwards and forwards' 
with "periodical oscillat~ons." The discussion was 
.seriously resumed after the Sepoy Mutiny. ~In 

18G2, Sir Charles Wood sent a despatch to the 
-Government of India exprAssing his intention to 
sanction permanent settlements in pla~es where 
<mltivation had sufficiently advanced to warrant 
.such a measure and where there was no apprehen­
.sion of an "undue sacrifice" of Government revenue. 
A long official correspondence was carried on for 
twenty years. Ultimately, however, the view 
prevailed that, as the progress of the country 
would require larger revenues for increased expen­
diture, it was but right and proper that a portion 
.at least of the unearned increments derived from 
the land should belong to the State. Therefore, in 
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1882, it was decided finally to abandon the policy 
of~erpetual settlements. 

In 1900, Mr. R. C. Dutt, formerly a member of 
the Indian Civil Service who had won gl'eat dis­
tinction as an able officer of the Government, 
addressed to the Governor-General a series of 
letters concerning the land revenue system of the 
country.l He exprestled the view that one of the 
causes of the dreadful famines which had occurred 
in recent years was the system of temporary settle­
ments that had heen adopted by the Government 
in most of the provinces. He observ\3d that, if 
the policy of permanent settlements had been 
carried into effect, India would have been "spared 
these dreadful and desolating famines." He also 
stated that, in consequence of the Permanem ~ettle­
ment in Bengal, the cultivators in that pt'ovince 
were more prosperous, more reRourceful, and better 
able to help themselves in years of bad harvest, 
than cultivators in any other part of India, that 
agricultural enterprise had been fostered, culti­
vation extended, and private capital accumulated, 
which was devoted to useful industries, and to 
public works and institutions. The Government 
of India was unable either to accept his assertions 
or to endorse his views. It pointed out that it was 
not a fact that Bengal had been saved from famines 

1 These letters were subsequently published in book form under ~e 
title I Open Letter8 to Lord Ou,.:um.' 
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by the Permanent Settlement: l!9r was there/tny 
ground for the contention that the position of4~ 
cultivators had. owing to the Permanent Settle­
lllent, be~n converted into. Ol1~ of exceptional coPl­
fort and prosperity. It was not in the Permanent 
Settlement, the Governor-General in Councilobserv­
ed, that the raiyat had founo. his salvation but in the 
laws which h:111 been enacted by the Government 
"to check its license and to moderate its abuses."l 

A question analogous to the one to which we 
have just referred is that of the effect upon the 
community of long-term I1R against short-term settle­
ments. As has already been noticed, settlements 
originally made were for very short periods. Short­
term settlements were alflO the rule in the first, 
quarter of the nineteenth century. Gradually, how­
ever, the 8vils of the system impressed the minds 
of the Government in India Itnd of the authorities 
in England. Under the orders of the Crmrt of 
Directors, a thirty years' term was introduced in 
Bombay in 1837. This was then adopted in 
Madras and the N orth-Western Provinces. The 
Bame principle was followed in an extension of 
the Orissa Settlement in 1867, and in confirming 
most of the settlAments made in the Central Pro­
vinces between 1860 and 1870. In the greater 
part of the Punjab, the shorter term of 20 years 

.~~ Vide Resfllution of the Goverrwr-General in Oouncil ilJlJued on 

..,.., 16th Ja~, 1902. 
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was the recognised rule. The question was fully 
.e~amined in 1895, when it was finally decided by 
the Secretary of State th~t ~hirty years should 
-continue to be,~he ordinary term of settlement in 
Madras, Bombay, and the North-"Western Provinces, 
but that in the Punjab and the Central Provinces, 
twenty years should be the general rule. In back­
ward tracts, such as Burma and Assam, and in 
the exceptional circumstances prev.liling in Sind 
shorter terms were permitted. 

The reasons for this differentiation in the periods 
of settlements were thus stated by the Government 
<>f India in 1902: "Where the land is fully culti­
vated, rents fair, and agricultural production not 
liable to violent oscillations, it is sufficient if the 

"-' -" 

-demands of Government are readj u::; bed once 
jp 30 years, i. e., once in the life-time of each 
generation. Where the opposite conditions prevail 
and where there are much waste land, low rents, 
.and a fluctuating cultivation, or again whare 
there is a rapid development of resources owing 
to the construction of roads, railways and 
canals, to an increase of population, or to a rise 
in prices,.the postponment of a re-8ottlemen~..£or so 
long &' period is both injurious to the people, 
and unjust to the general taxpayer, who is tempo­
rarily deprived of the additional revenue to which 
he had a legitimate claim. Whether these con­
.siderations, justifying a shorter term of s'ettlement 
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than 30 years, apply with sufficient force to the 
Punjab and the Central Provinces at the presetf 
time; and if they do apply at the present time, 
whether the force of their application will diminish 
with the passage of time, are weighty questions 
to which careful attention will be given by the 
Government of India upon a suitable occasion."l 

It may be meutioned here that one of the objec­
tions to frequent revil:iions of settlements was 
that these processes were very dilat,ory and that they 
produced a disturbing effect on agricultural opera­
tions. They led to considerable harassment and to 
no small degree of extortion. The evils were of 
Buch a magnitude that these processes were often 
described even by Government officers as "un­
settlement operations." It is true that the 
improvemeut of village records has in recent years 
.obviated the necessity of detailed Rurveys, and the 
exclusion of subordinate officers from the main task 
of ·~assessment or the preliminary investigations 
leading up to it has minimised harassment and 
extortion to which the agricultural community was 
in the earlier period subjected.2 But the objections 
urged Qgainst periodical settlements are still valid 
to a considerable extent. 

One of the advantages tlerived by the cultivators 

.J 
1 Resolution of the Governor-General in Council, dated the 16th 

IUlUary, 1~, 
• Ihid. 
B.I.T. x 
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from a. long-term settlement is that it leaves more 
!poney to the people. But if the enhancement of 
rev-elme be large and sudden at its close, the 
increase is keenly resented. On the other hand, 
when the enhancement is gradual, it is not felt 
acutely even though the total increase may be very 
large as the result of a series of short-term settle­
ments •. 

This brings us to the question of the amount of 
land revenue demanded by the Government. After 
the assumption by the Company of the direct 
administration of territories in Bengal and Madras, 
the lands were for several years leased to the high­
est bidders. The alllount of revenue waR believed 
to represent approximately eight-tenth,~ or nine­
tenths of what the zemindars or farmers actually 
received from the cultivators. This system led to 
many abuses. A.ttempts were then made to 
ascertain the real value of each estate, but without 
much success. In the N orth-Western Provinces, in 
Bombay, and in Madras, the principle adopted for 
the determination of the amount of land revenue in 
the earliest settlements was that of a percentage of 
the pet produce. This principle proved I5n utter 
f"ilule in the N orth-Western Provinces and was 
f~rmany abandoned by Regulation IX ol~832. 
Mr. Pringle's ~g:rtjve settlement of the Bombay 
Deccan in 1830 was also based on this pri~iple, bu~ 
it completely broke down. The method subse-
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quently adopted in Bombay was an ,!l.mlliricaJ one. 
For the purpose of the settlement of any. tract,jts 
revenue history for the preceding thirty OF more 
years was ascertained, with particular reference 
to the amount and incidence of assessment, the ease 
or difficulty with which the revenue had been realis­
ed, the arrears and remissions, the rainfall and the 
nature of the season, the harvest prices, the exten­
sion or diminution of cult,ivation, ~~e effect of im­
provements in the means of communication, the 
selling value of land, the prevailing rates of rent, etc. 
The total assessment was distributed pretty much in 
the same way among the different villages, and the 
total assessment of each village was then distributed 
over its assessable fields in accordance with the 
c1aRsification determining their relative values in 
point of soil, water supply, and situation. 

The net produce principle was never applied 
in the settlement of territories which carne under 
British rule after 1840, e. g., t~e. Punjab, _Qudh, 
oJ;"_the Central Provinces. The only province in 
which it was maintained in theory for a consider­
able ti~e was Madras. In practice, however, 
it waif round impossible or dangerous to ~here 
to it strictly. .As s, matter of fact, the Madras 
me~crl did not differ very widely from that 
of Bombay.l 
Whe~ the Government of India considered 

• W. G. Pedder's Memorandum.em Land &ttlemmt. 
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it desirable to abandon the attempt to ascertain 
the net produce of the land for settlement 
purposes, it decided to substitute as the basis 
of assessment of each estate its actual 'assets'. 
These represented the rent actually paid by 
the tenants, where the land was let out for culti­
vation. If, in a particular case, the rent was 
found to be obviously inad8quate, a 'fair rent' 
founded chiefly on the prevailing rates of rent, 
was substituted for the purpose of calculating 
'assets.' Where the land was cultivated 
by its proprietor, its fair rental value wa~ 

assumed on a consideration of the prevailing 
rates of rent of similar lands let in the vici­
nity and of other circumstances. Th,':) former 
method of calculating the assets was that chiefly 
adopted in Oudh, the latter in the North­
Wel:>tern Provinces. These methods were applied 
with considerable modifications in the Punjab 
and Central Provinces settlements.1 

." 
Speaking generally, whatever the exact 

method employed, the principle of settlement 
throughout Upper India was to ascertain the 
rental value of each estate and to fix a propor­
tion 01 that value as its assessment. In the 
settlements originally effected in the North-Wes~ern 
Provinces, which commenced in 1833-34, this 
proportion was two-thirds. At the time,wf reVl-

1 W. G. Pedder's Memorandum on Land Settlement . 
• 
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sion, the Saharan pur Rules, issued in 1855, laid 
down that about one-half, and not two-thirds, as 
heretofore, of the well assertained net assets, 
should be the Government demand. These rules ........ ' ~ '~. "~-' ,-' .. '." ......... , ... 
11ave since remained the accepted canon of a.sse88-

ment on landlords' estates in the N orth-W'estern 
Provinces. ffhey continued to govern assess­
ments in the adjacent districts of the Central 
Provinces until their constitution as a separa~ 

administration 1ll 1862. For the settlement 
of the Nagpur district, however, al-lsessment up to 
60 per cent. of the grofls rental had been permitted 
by separate orders issued in 1860, and this became 
the maxim 11m standard for the whole of the 
Central Provinces. The 'half assets' rule, though 
not formally accepted in the new province, conti­
ulled to be the guiding principle in t.he areas 
in which it had previously prevailed. l

' 

In 1883, important correspondence tonk place 
between the Secretary of State and the Government 
of Indi .. with regard to land settlements. In 1884, 
Sir Auckland Colvin gave an outline of the new 
arrangement the effect of which would be to limit. 
within narrower b~unds than had hitherto been the 
case, Jihe.i1.lcreased ~~ui.D.g to the Govern­
ment.lt re-&ettlementl!>, and, on the other hand, very 
considerably to decrease the expenses attendant on 

J. 1 ilesolt4ion of the Governor-General in Council, dated tlu! 16th 
anuary, 1902. 
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survey and settlement~ He said: "The substance of 
the arrangement decided on is, briefly, that when 
(as in a very large number of districts if:! alroady the 
case) the land revenue of a district has been 
equitably assessed on the basis of a careful survey, 
finality, in some sort, should be given to the asess­
ment. The manner in which this may best be 
effected in each province, without undue sacrifice 
of public interests, is still under consideration, 
but the principles which at present have been 
accepted by the Indian and Home Governments 
may be summarily mentioned. They are: .first. 
that all improvements made by landlords or tenants 
shall be exempted from assessment; secondly. that 
no re-classification or revaluation of the soil shall be 
allowed in any case in which the soil has once been 
properly classed and valued; thirdly, that the 
existing assessment shall be taken as the basis 
of revision, and shall be liable to alteration only on 
two or three carefully defined grounds. These 
grounds the Government of India is disp~sed tv 
restrict to increase of cultivation, increase of 
of produce due to improvements executed by the 
State, and rise of prices." 1 

In reply to Mr. R. C. Dutt's criticism that the half 
assets rule had not in all cases been enforced, the 
Government of India, after explaining the real 
import of the Saharanpur Rules, said that it was 

1 Speech in the Governor-General's Council, 1883. 
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an errQ"!!~Q~::L~§su.wption tjtatwhat was ,kJlO.wn, as 
~he 'half assets rule' "anywhere bound the Govern­
ment to take HoS its land revenue from a district as a 
w hole not ~more than 50 per oent. of the a.ctual 
rental of the landlords". They observed further 
that not only were there no compulsory ord~rs in. 
the matter, but the construction placoo <tn the word, 
'assets' at the time, and for many years later per-t 
mitted the settlement officer to look beyond the 
actual cash rental, and to take into consideration 
pr;.ospective incre~s of income, to assume a fair 
rent for land held by tenants enjoying privileges as 
against the landlord, and to consider the profits of 
sir or home-farm cultivation (where the land was 
beld entirely by cultivating proprietors) as well as 
the rental value of home farm lands. Hence it 
arose that the assessments, though amounting 
only to about 50 per cent. of the nominal assets, 
"absorbed as a rule a considerably higher propor­
tion of the realised rental", 

The. Government of India pointed out, how­
ever, that there had been, in recent years, a 
steady movement in the downward direction. In 
the N orth-Western and other zemindari pro­
vinces, the prospective assets had been exclud~d 

frorn,... consid.era.tion. and allowances had been 
made tor improvements effected by the landlord, for 
precariousness of cultivation, and for local circums­
tances; the share taken as land revenue was 
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being brought down to an average of less than 
50 per cent. In Oudh, the average had fallen below 
47 per cent. In the Central Provinces, there had 
been a progressive reduction of assessment; and 
although the level of the N orth-Western Provinces. 
had not yet been reached, land l'evenue demand of 
the districts which had been recently re-assessed 
had been fixed at less than 50 per cent. of the 
rental. In Orissa, the gradual rE::duction of the 
Government share ha.d been from 88.3 per cent. of 
the assests in 1822 to 54 per cent. in 1900. The 
general average in the Punjab had bee;, reduced to 
45 per cent. of the net income. 

One of the concrete suggestions made by Mr. 
Dutt in his Open Letters was that ... one-fifth of 

. the gross produce should be fixed as t.hfl maximum 
Government demand. in Ilony area. and that the 
average land revenue for a whole district; should 
not exceed one-tenth of such product'. The 
Government of India deprecated the suggestion 
of laying down any hard-and-fast arit~metical 

standards which, in its opinion, would not only be 
impracticable, but would lead to the placing of 
burdens upon the shoulders of the people, from 
which, under a less rigid system, if sympathetically 
administered, they would be exempt.t The Govern­
ment of India conside~d it to be an entirely erron-

1 In justice to Mr. Dutt it should be observed that he never suggested 
the laying down of hard-and-fast rules. What he did ~uggest was the 
acceptance of certain definite maximum standards. 
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eOllS idea that it was either possible or. equitable to> 
fix th'" demand of the State at a definite share of 
the gross produce. It pointed out that, apart from 
the difficulty of ascertaining average produce under­
the existing practice, the Governmfmt was taking' 
much less than it was invited to exact, and that the 
suggested standard would, if systemutica,lly applied,. 
lead to an incrf~ase of assessment all round. l 

In a Memorial adllreflsed to the Governor-General 
in 1901 by certain former members of the Indian 
Civil Service, it was urged that ill raiyabnari tracts. 
assessment should not be enhanced except in cases 
where the land had increased in value, "(1) in 
consf'quence of improvements in irrigation works 
carried out at the expense of the Government; 
(2) on account of a rise in the value of produce,. 
baRed on the average prices of thirty years next 
preceding such revision." The Government, how­
ever, refused to accept this BuggeRtion on the 
ground that it would amount to a surrender to a 
number of indivitiuals of an "increment which they 
had not themselves earned."2 

In addition to land revenue, cesses are levied on 
land for the construction and repair of roads, the­
upkeep of schools and dispensaries and other similar­
duties of a local character. These cesses are 

, Re8alution af the Goverrwr-General in Oouncil, dated the 16th 
JrmtlMy, IflO2. 

• Ibid. 
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generally, assessed on the assets or rental value. 
In the Memorial referred to above, it was urged 
that local taxation should be limited to objects 
directly connected with the land, and that the 
maximum rate of such taxation E.hould not exceed 
10 per cent. The Government ot India recorded 
its emphatic dissent from the former proposal, 
while in regard to the second it pointed out that 
the proportion h.ad nowhere gone beyond the limit 
suggested in the Memorial. In calculating the 
.amount of these ceSBes, the Government did not 
take into account the sums payable by the agricul­
tural community for the remuneration of the village 
()fficers, such as the headmen, the acconr~tants, and 
the watchmen, the ground advanced for such omis­
sion being that the support of the village Ataff had 
been a charge' on the community from tlme im­
memorial. If these latter charges were included, 
the Government of India observed, even then local 
taxation would not exceed the maximum suggested 
in the Memorial, except in three provinces, namely, 
Sind, Madras, and Coorg, where the incidence was 
12t, 10! and 13i per cent. respectively on the 
-raiyatwari revenue. The burden on the agriculturists 
was, however, greatly enhanced by the varioJs 
illegal cesses exacted by the landlords.1 

The Government ad>nitted, on this occasion, that 
three possible cases of hardship were involved in 

1 Resolution, dated the 16th Janua;ry, 1902. 
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the land, r~venue system which might be, due to 

" (1) a large and sudden enhancement of revenue, 
(2) the exaction of a fixed demand in bad years as 
well as good, and (3) a 100al deterioration. In order 
to remedy these evils, or at least to minimise their 
effects, the Government of India expressed ita 
willingness to lay down principles, where the 
necessity was established, to make a further advance 
in respect of (1) . .the progressive and graduated 
imposition of large enhf.l.ncements, (2) greater 
elasticity in revenue collection, facilitating its 
adjustment to the variations of the seasons and 
the circumstances of the people, and (3) a more 
general rosort to reduction of assessments in cases 
of loca,l deterioration, where such reduction could 
not be claimed under the terms of settlement. 

In concluding a review of the land revenue 
system as it existed ill 1902. the Governor-General 
in Council ~isclaimed all pretensiOlllj to exactitude 
or freedom from blemish, and remarked that the 
system was not a science at all. He observed: "In 
no country can land valuation be so described; and 
India, in spite of records, estimates and tables, is no 
exception to the rule. A part of the weakness of 
the criticisms which have been directed against it, 
arises from the assumption that it can be regulated 
by fixed laws, or shaped by arithmetical standards. 
Assessments cannot be dictated by the theorist in his 
study; they elude dogmatic treatment, and can only 
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be safel~ worked out by the Settlement Officer in 
the village and on the fields".l While it may be 
conceded that there are practical difficulties in the 
way of treating the land revenue system as an exact 
science, it is impossible to subscri~)e to the view that 
~t is incapable of being treated scientifically. The 
great drawback of the land revenue system of India 
has been that) too much has been left to the discretion 
of the individual officers, with the reBult that while 
in some cases the burden has been comparatively 
light, in others.it has been unbearable. 

The principles laid down in 1902 marked a real 
advance on those which had been in vogue pre­
viously to that date. But, unfortunately, these 
principles were not carried out in the right spirit 
throughout the country~ While there was Il. general 
tendency towards a reduction of the percentage of 
increase, the re-assessments were not comlucted 
on proper lines in all the provinces. Besides, rules 
were framed by the executive officers; and owing 
to the absence of sufficient definiteness in these 
rules, the excessive zeal shown by some officers 
in improving the revenues of the Government led 
to considerable hardships in many areas and in 
innumerable individual cases. 

This brings us to the question of the authority 
under which the land revenue demand is determined. 
Various Acts of the provincial legislatures were 

1 Resolution, dated the 16th January, 1902. 
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passed at different dates laying down the pi4)cedure 
to be followed in connexion with the settlements. 
But, until recently, important questions like rates 
.and periods of settlement were left to be determined 
by executive action. When the provisions of the 
Government of India Bill were placed before the 
.. Toint Select Committee of Parliament, several 
witnesEes raised objections to the manner in which 
the land revenue system of India was regulated. 
The Committee advised that "the process of revis­
ing land revenue assessments ought to be brought 
under closer regulation by statute." "No branch 
()f the administration," the Committee added, "is 
regulated with greater elaboration and care; but 
the people who are most affected have no voice in 
t.he shaping of the system, and the rules are often 
()bscure and imperfectly understood by those who 
pay the revenue. The Committee are of opinion that 
the time has come to embody in the law the mR.in 
principles by which the land revenue is determined, 
the methods of valuation, the pitch of assessment, 
the periods of revision, the graduation of enhance­
ments, and the other chief processes which touch 
the well·being of the revenue payers."l Since then, 
legislation haR been enacted in some of the provinces 
and is in contemplation in several others. It is to 
be hoped that, before long, the entire land revenue 
.system will be placed on a statutory basis. 

1 Report, paragraph 11. 



382 A HIS"fORY OF INDIAN TAXATION CHAP. 

The complaint is often made that the land 
revenue is collected with greater rigidity under 
British rule than it was under any of the previous 
governments. As the systems differ, a comparison is 
hardly possible. The collection is now made generally 
in two instalments at the end of the two principal 
harvest seasons. The procedure adopted for enforcing 
payment of the land revenue differs in the different 
provinces. In the permanently settled areas of 
Bengal, if the revenue demand is not met on or 
before the prescribed date, the estate is put up 
to sale. In t.he permanently settled districts of 
Madras, the personal property of the defaulter is 
first attached; and if the demand is not satiRfied. 
a sale of the landed esta-te then takes plR,ce. In the 
rest of the country, the Government proceeds 
to a sale of landed property only as a last resort. 
In those parts of Northern India where the 
'1lw/uza1JJari system of settlement prevails, the 
processes of recovery at first resorted to are a 
writ of demand, arrest of the defaulter, the distress 
on movable property; when these processes fail, 
recourse is had to an attachment of the land. 
Ultimately, the landed estate of the defaulter 
is sold. N a interest is charged for arrears in 
Northern India. In the raiyatwari tracts of Madras 
and Bombay, the law provides for the attachment 
and sale of the movable and immovable property, 
for the holding being taken under management, for 
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forfeiture of the occupancy, or for the arrest and 
imprisonment of the defaulter.1 

The evils of an inela.stic system of collection 
became manifest after the severe famine of 1876-78. 
The Famine Commission of 1880 discussed this 
question and made some important recommend­
ations. The Government has since anopted the 
policy of suspending the collection of revenue on 
occasions when the people are unable to pay, owing 
to failure of crops resulting from dro~ght or floods. 
Remissions are also made in ti~es of severe and 
widespread famine. 2 

Apart from such remissions on special occasions, 
the practice of assignment of revenue, in favour of 
persons who have rendered service or of pious and 
h:~arned men, has prevailed from pre-British days. 
These grants have been known by various names, 
such as lalchiraj, jaigir, inam, and ma:fi. In such 
cases, lands have been either held revenue-freA or 
have paid revenue at favourable rates. Exemptions 
of this sort are regarded as cherished privileges, 
but it is the ruling authority alone which is entitled 
to exercise the power to grant them. In the early 
years of the Company's rule, however, exemptions 
were in many C8.ses granted by unauthorised 

I MorallllndMabJrial Progress (Decennial) Report, 1901-02. 
• The Famine Ccmmission considered the true principle of leniency 

to be "that nobody should be forced in such seasons as these to borrow 
lllho· order to pay the bnd revenue, but that all who can pay it without 

rrowing should do so."-Pa,.a 167. 
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persons. No steps were taken to remedy this evil 
till 1788 and 1790. In these years, certain rules 
were laid down with the object of facilitating 
the recovery of public dues from lands in th~ 
Bengal Presidency held exeElpt under invalid 
grants, and preventing any similar alienations being 
thereafter made. These rules were embodied in 
two Regulations enacted in 1793.1 By these 
Regulations, all grants for holding land exempt 
fl'om the payment of revenue which might have 
,been made previous to the 12th August, 1765, by 
whatever authority and whether in writing or 
not, were to be held valid, provided the grantee had 
actually and bo'na ji(ZI3 obtained possession of the 
land so granted previous to that datA, and the land 
had not been subsequently rendered snbject to 
the payment of revenue by the officers of the 
Government. But all grants made after that date by 
'any authority other than that of the Government, 
,and which had not been confirmed by the Govern­
ment were declared invalid. 

These Regulations were subsequently modified 
-and extended. In the other provinces, investigat}on.s 
were made into the titles of person8 holding revenue­
free landl:>. But the delay which occurred in 
instituting these enquiries gave the possessors of 
invalid tenures a sort of prescriptive right, and 

1 Benqal Regulation XIX (lVon-Badshaki Grants) and Bengal Regu­
lation XXXVII (Badskaht, Grants) of 1793. 
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when steps were actually taken, there was a good 
-deal of bitterness anu discontent. l Towards the 
-end of the Company's administration, the question 
,oi"- alienations of land engaged the f'erious attention 
d the Government. A Commission was appointed 
to investigate the matter. Principles were laiu 
~lown for the decision of disputes relating to the 
validity of alienations of lands, and rules were 
framed for the different classes of in(lms. 

The settlement of waste lalllls is regulated on 
principles different from' those of la.nels U!!q.~r 

ordinary cultivation. Towardt'; the c10se of the 
Company's rule, many applications were made to the 
Directors of the East India Company by Europeans, 
individuals as well as companies, who were desirous 
{)f obtaining unoccupied land for the purpose of 
carrying on the cultivation of cotton, tea, coffee, 
and other exportable products. Snoh applications 
were renewed after the transfer of the administra­
tion to the Crown. The applicants were anxious 
to obtain grants of land "in fee simple," either 
gr~tltitQJJ;:!ly or in consideration of an immediate 
payment, under which the land should be for ever 
discharged from all demand on account of land 
revenue. The extent of land absolutely at the 
disposal of the Government of India was, of course, 
limited. In such parts of the country as Dehra-Dun, 

>I' Campbell'8. India (a paper included in System8 of Land Tenure in 
,-"any GOuntrU-8). 

B.I.T y 
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Assam, the Sunderbuns, Kumaun, Garhwal, and 
other areas similarly situated, ruleR had already 
been promulgated under whic:h settlers could obtain 
allotments under very eaRY conditions, and for long 
terms of years. In 1858, Lord Stanley, the first 
Secretary of State for India, sent a despatch to 
the Governor-General in Council in which he 
expressed his desire that steps should be taken for 
the purpose of permitting grantees to commute the 
I:Lnnual payments for fixed sums per acre.1 After 
considering the views of the Provincial Governments, 
the Government of India adopted a .Resolution2 in 
1861, in which it was observed that the Governor­
General in Council looked for substantial benefits 
both to India and England which must follow the 
establishment of European settlers in districts whort~ 
the climate was not injurious to their health, and 
whence they might direct such improvements as 
European capital, skill, and enterprise could effect 
in the agriculture, communications, and commerce 
of the country.s The Government also laid down 
the principal rules to be observed in giving effect 
to this purpose. 

Under these rules, land might be granted in 
1 Despatch dated tlte 31st December, 1858. 
, Resobdiondaled the 17th O"toher, 1861. 
3 There were many officcrl' of the Government who did not attach 

much importance to the question. Lord Elphinstone, Governor of 
Bombay, for instance, wrote: "The settlement of Europeans in th~~ 
country in such numbers as to be worthy of heing termoo the ColOlll' 
zation of India, has always appeared to me to be a chimera." Minute 
dated the 23rd February, 1860. 
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perpetuity, as a heritable and transferable pro­
verty, subject to no enhancement of land revenue 
assessment and all prospect,ive revenue would . be 
redeemable, at the grantee's option. The price to 
be paid for unassessed land was not to exceed 
2t rupees per acre for uncleared land, or 5 rupees 
per acre for land yp~ncumbered withjungle~ 

subject to a deduction of one-fourth of the 
area for uncnlturable land. When the question 
was referred to the India Office, the new Secretary 
of State, Sir Charles ",Vood, disapproved of the 
proposal to fix a uniform price for uncleared land 
throughout India, and directed that Provincial 
Governments should be instructed to fix minimum 
prices suited to the circumstances of the variolls 
tlpscriptions of land in different parts of the country. 
rl'hese instructions were carried ont, and detailed 
rules were framed or modified in accorda.nce there­
with in all the provinces permitting the grant of 
waste lands in perpetuity. 

In the same despatch, Lord Stanley had asked 
the Government of India to consider another 
important qnestion, na,mely, the expediency of 
allowing the proprietors of estates subject to the 
payment of revenue to redeem the land-tax by the 
immediate payment of a sum of equivalent valu~. 
He pointed out the likely advantages of the proposed 
change, the most important of which would be 
political. The Secretary of State hoped that the 
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fortunes of the zemindurs, who wou~d be allowed to 
extinguish their fixed annual liabilities by single 
payments, would thenceforth be more intimately 
connected with those of the Brit:sh Govflrnment 
than previously. The Government of India invited 
the views of the Provincial Governments and the 
responsible officers on the question. frhe corres­
pondence which ensued showed that there existed 
great divergences of opinion on tho subject. The 
Government of Madras expressed the opinion that 
as the land tax was the main constituent of the 
public resources, it would deprecate a eurtailment 
of the State income. It did not, however, object 
to the redemption of the revenue derived from land 
used for building purposes, as such land was limited 
in total extent and was a species of property in 
which security of tenllre was peculiarly important. 
The Lieutenant-Governor of the N orth-Western 
Provinces thought that, if practicable, no more 
poiitic and beneficial measure could be carried out. 
But he was of opinion that the first proposal was 
not a practicable one, because such redemption could 
not be carried out except at a very large sacrifice 
on the part of the Government. sBcondly, t:1e 
poverty of the people forbade any hope of its 
successful execution to any large extent, and 
thirdly, a partial carrying out of this redemption 
would not realise either the political, or the econo­
mic, or the commercial ad va,ntages which were 
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expected from it.t The opinion of the Lieutenant­
Governor was that the proposed measure was a 
good one; but he did not think that it would be 
extensively taken advantage of, owing to the high 
value of money in this country.2 The Government 
of Bombay, as a whole, did not express any opinion, 
but the Governor and the Members of Council wrote 
separate minutes on the subject. Lord Elphinstone 
said: "Provided a suffieient price is paid for the 
privileg.3, the price will secure the State from loss. 
I certainly think that upon every ground, financial, 
agricultural, and political, it is our true policy to 
encourage the necessarily gradual and partial re­
demption of the land tax." He, however, looked 
upon it as a limited measure. Lord Elphinstone did 
not apprehend that any sudden or general commut-

1 Mr. A. O. Humc, who aftcrwardR rORC to the pOHition of Kecret.ary 
to the Govcrnment of India, strong;ly ::npported t.he propoHal and 
exprcssed the view thllt the c.QJwcrsion of hlndhulder8 lIIto bona tide 
proprietors might result in an iTlcn~ase of the amount of plodlll'e by 
GO per eent.-Lettpr dated the 15th Septemher, U:l59. With rpgllr(i tv 
the objection that the redcmption of land revenue in the temporArily 
scttled districts would preclude the statcirom sbaring in any increRRed 
prodnction of the land, be expres~ed. the view that the State would be 
<Lble to derive an cnhanced ineome in the shllpe of various taxeR.-],ett",,· 
in the Government of thl' Nortlt- We8tern Prov!:nee.s. dated the 15th 
September. 1859. On the other hand, Mr. J. Stmcbey, who subsequently 
became Finance Mcmher of the Government of India thought that, 
in those parts where a settlement. of t,he land revenue had becn Inllde for 
limited periods, the evil of abandoning the right of tbe state to profit hy 
future increase of tbe rent of land far counterbalanced all the possible 
advantages.-Letterdated the 80th Septemher, 1859. 

• The Lieutenant-Governor did 1.0t feel inclined to attribute great 
weight to the political results of the measure, aB he belipved that a per­
manent settlemcnt of the land tllX had in India so strong a politieal effect 
for good that tr.e practical operation of a pennanent immunity from 
land tax could hardly be s,~ronger.-Letter to the GOI)ernment ot lrul1:a, 
dated the 9t1t ltfarch, 1860. 
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ation would take place; and he suggested that, if 
necessary, it might be announced that the object of 
the measure was the repayment of the public debt, 
and that when this object was attained, the redemp­
tion of the land tax would cease. He further 
expressed the view that, if the whole of the public 
debt could be paid off by allowing a portion of the 
land tax to be redeemed at thirtyfive years' purchase, 
it would be "an admirable financial operation." 
Mr. Reeves, a member of the Executive Council of 
Bombay, on the other hand, considered the proposal 
inappropriate as a - fimmcial mea8ure, though he 
thought that the political aspect of the question 
deserved consideration. Mr. Mallet, another member, 
did not think that this was a concession under 
which numerous applications might be expected, 
unless the purchase money were fixed so low as to 
be disadvantageous to the Government. 

After carefully weighing the opinions of many 
experienced officers, the Government of India pub­
lished in 186] a Resolution l in which it observed 
that great caution was necessary in dealing with a 

1 Resolution dated the 17th October, 1861. 
Mr. Cecil Beadon wrote a minute in which he said that he would allow 

the owners of permanently seWed estates to redeem their land revenue. 
but ouly on condition that legislative provision was made for the rigia 
application of the proceeds to the purpose of extinguishing the debt, 
and that no part of the redemption was regarded as current revenue. 
He further thought the main objections to redemption would lose much 
of their force if the rights of all subordinate holders were maintained 
intact and the right to redeem was conceded only when three-fourths of 
the culturable land was already under tillage. 
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nnancial resource of the greatest importance like, 
the land revenue. It, therefore, proposed, in the 
first instance, to limit the permission of redemption 
jn anyone district to a maximum of 10 per cent. of 
the estates. Such restriction would, they thought, 
enable government to ascertain in each province, 
without undue risk to its permanent fiscal resour­
ces, the practical effect of permitting the redemp­
tion, both in well-cultivated tracts and in those in 
which much uncultivated land existed and would 
thus afford an opportunity of reconsidering after­
wards the effect of the measure in the light of 
ample experience. The price to be paid was fixed 
at twenty years' purchase of the then eXIsting 
assessment. 

In reply to the despatch which was sent to the 
Secretary of State on this subject. Sir Charles Wood 
expressed his disapproval of the main scheme. 
Re observed that, if a~ight to redeem thA land 
revenue to the extent of one-tenth of the land 
was allowed, it would he impossible to stop at 
that point; it would be necessary to go further and 
recognise the general right to redeem the assessment. 
Besides, the amount of capital which would be 
required for the purpose of redemption would be 
found to be far greater than what existed in the 
hands of the landholders. And further, if they 
were in a condition to provide such a sum, the 
Government would find itself in the embarrassing 
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position of having its treasury over-flowing with 
money which it would have no adequate means of 
employing or investing. Sir Charles added: "The 
objection arising from capitalising the income of the 
State and depriving it in future years of the steady 
and stable resource of the land rev')nue, on which 
it can under all circumstances rely, is most serious. 
It is not a consideration of slight importance that. 
of all sources of revenue, none is so easily collected. 
and none so willingly paid. Her Majesty's Govern­
ment would be sorry to deprive the Government 
of India in future years of this large and most 
unobjectionable portion of their revenue, which 
the people have been immemorially aceustomed 
to comribute, and which consequently has all the 
authority of prescription and tradition in its favour. 
These consid8rations seom to be fatal to a scheme of 
general, or even of a very extensive, redemption of 
the land revenue." 1 The Secretary of State, how­
ever, sanctioned a measure of a narrow and partial 
character. The Provincial Governments were 
given the power to allow, at their discretion, the 

1 Despatch dated the 9th July, 1862. 
The views of Sir Charles Wood, however, were nr,t. shared by all his 

colleagues. Four members of t.he Coun~il of India wrote separate 
minutes dissenting from the opinion of the majority, their main grounds 
being that it was inexpedient to withdraw the offer of a privilege 
which had been made by a previous Recretary of State, that the despatch 
was retrograde in policy, and that there could be no possible objection 
to the redemption of land tax in ,parts of India which were under 
perpetual settlement. . 

. The dissentient membets were E~ lYIa(,l1aughten, R. D. Mangles. 
SlI' Henry Montgomery, and Mr. W. E. Baker .. 



VII LAND REVENUE 393 

redemption of lands required for dwelling-houses, 
factories, gardens, plantations, and other similar" 
purposes. 

A few words may be said about the applicability 
of '...,the canons of taxation to the land revenUE7 
systems of India:'l This subject is discussed at 
some length by the Taxation Enquiry Committee. 
rrhey hold that, except in the case of fluctuating' 
assessments in the PlUljab and Burma and in the 
variable charges connected with the annual settle­
ments in Madras, the canon of certainty is satisfied. 
This, undoubtedly, is true so far as the currency 
of a settlement is concerned. But at are-settlement 
the situation becomes different, and the cultivator 
hardly knows what amount he will have to pay 

. or on what principles the increased demand will 
be based. So far as the second canon is concerned,. 
the Committee are right in e~pressing the view 
that convenience is often sacrified to certai.nty. On 
the question of economy, the Committee are of 
opjnion that, if the assessment and collection of 
the land revenue were the only matter in issue, it. 
would be practicable to devise a less costly scheme; 
but the justification of the high cost of the settle­
ment is to be looked for in the other advantages 
derived from the elaborate procedure connected 
with the land revenue system. In considering the 
ques.tion of ability, the Committee emphasise the 
statement of Dr. Gregory that land revenue is. 
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essentially a tax on things and not on persons, and 
as such it is not a tax to which the dootrine of 
progression can be applied. This argument does 
not seem to be very sound, for it is now recognised 
that the distinction between taxes in rem and taxes 
in personam, though convenient for certain purposes, 
has no basis in economic theory. 

Some of the other defects of the present systems 
are thus summarised by the Taxation Enquiry 
Committee: "The la.nd revenne, viewed as a scheme 
of taxation, is n~t only not progressive, but actually 
tends in the opposite direction. !~ oneepq, the 
large landlords, many of whom are creations of 
the British Government, form one of the classes 
who pay a comparatjvely small part of their surplns 
towards the upkeep of the State. At the oJ,1er 
,end. of the scale comes the cultivator of the un­
economic holding, in whose case the system of 
reducing the State's share from a share of the 
crop of the year to a cash average coupled with 
the collection of the land revenue at harvest time, 
has led to extravagant expenditure by an im­
provident class in good years, followed by 
indebtedness and transfer of landR to moneylenders 
.in the lean ones." 1 

We now proceed tn trace briefly the history of 
the land revenue systems of the different provinces. 

, Report,. Oh. IV. 
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nengal, of course, claims our attention first.l The 
East India. Company obtained tha .. 12i:wm.QL&p.i,!ll, 

~e~,a!'_.I1'pg .. QOOI!c2 .. Jro~., the, ~~rg1:'.SJJ./l~h . .Ala.D1 
jn:~U.fi5."·" In the following year, Lord Clive took 
his seat as Diwan by the side of the Nawab Nazim 
of Murshidabad at the punyaha ceremony .. But, 
as the European officials were not at the time 
familiar with financial business, the actual work 
of collection and management of the revenues 
was left for the time being in the hands of the 
officers of the Nawab. 

In 1769, Supervisors were appointed to check 
the work of the Indian officers. In the following 
year, two controlling Councils of Revenue were 
established at Murshidabad and Patna. In 1772, 
under the orders of the Court of Directors, the 
Company decidod "to stand forth as Diwan" and, 
by the agency of its own servant.A, to take upon 
itself "the entirtl. care. and" management of the 
reyenues." A settlement of the land revenue for 
five years was decided upon, and offers were 

I For a more d"tailed account of the land revenue system of Bengal 
ollriug the Company's administration, see the author's Indtan 
Finance in the Datys of the Oompam.:IJ, ch. IV. 

i The Bengal of those days compril!ed the present divisions of the 
Presidency, Rajshll.hi (with the except.ion of Darjeeling and the Western 
Duars), Chittagong, and Dacca, with parts of the Hazaribagh and 
Manbhum districts, (now in the Chota Nagpur division of Behar and 
Orissa), and of Cooch Behar. Behar ~omprised the Patna, Bhag~pur 
a~d Tirhut Divisions. OriBfla did not include any part of the present 
division of that name; this term, in those days, was applied only to the 
~ract of country between the Rupnarain and Subarnarekha rivers, now 
lDcluded in the district .. cof Midnapur.-Vide Moral and Misterial 
ProgrcsB Report, 1873-74.' 
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invited for each pa'rgana from landholders, spe­
culators and adventurers, and those of the highest 
bidders were accepted. 1 

The results of these arrangements proved very 
unsatisfactory. A change of management was made 
in 1774. The European collectors were recalled~ 
and Indians were placed in their stead. For the 
superintendence of the co1lections, six divisions 
were formed, each under the direction of a Chief 
ann Council. Shortly afterwards, the question of 
settlement formed the Hubj(lct of discusE:ion between 
the Governor-General and the members of his 
Council. In 1775, a joint plan was prepared by 
Warren Hastings and Barwoll. In the following 
year, Philip Franc~s submitted a rival plan, in 
which 'he advocated"a system of settlements in 
perpetuity. For the moment the Directors did not 
consider it advisable to adopt either of these plans, 
but directed that a settlement should be made for 
one year. 

Meanwhile, the, quinquennial settlements of 1772 
had proved a disastrous failure. Many of the 
revenue contractors had failed in their engagements, 
and defalcations had occurred to a vel',Y large extent. 

1 It was rP.Boivoo on this occasion to subtract certain opprcssive taxes 
from the public revenue, such as ba~i jama, sair chalunta, marocha, and 
haldari. Naxars and ,~alamis were also forbidden. It was notified 
that the farmers should neither pay the a!ii. t of these taxes to the 
Government nor be allowed to collect the m the people. These 
instructions, however, were generally disreg' . 
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It was, therefore, resolved in 1~771 to recall the 
farmers and put the land under the management of 
the zem'indarl-;, if they possessed capacity and agreed 
to engage for such amounts as the Provincial 
Council might consider reasonable. During the 
three following years, settlements were made on the 
.same principles, and by European agency. But the 
.average produce of this period was less than that of 
the previous period. Anoth0r change was made in 
1781. By the new plan, the Provincial Councils 
were abolished and a Committee of Revenue was 
.established in Calcutta. The Committee was 
required to conclude the new settlement by deputa­
tion on the spot. This settlement was made for 
Dne year, and annual settlements were made during 
tho next few years. 

In the meantime, the unsatisfactory nature of the 
land revenue system and the frequent, changes of 
policy had attracted the attention of Parliament.. 
By Pitt's JI1cll.J;L Ac.t .. of. 1784 the Directors of 
the East India Company were commanded to 
enquire into the grievances of landholders and 
others, and to take steps towards "settling and 
establishing, upon principles of moderation and 
justice, according to the laws and constitution 

1 In 1776, a cDmmittee of three European civil servants was appoint­
ed by Hastings for the purpose of mvestigating the question of land 
f!ettlemen~ with.the~ance. of Indian amins. The .Amini .Report 
was 8ubnutted m 1 . This has been reproduced m full m Mr. 
R. B. Ramsbotllam'.s . . ies in the Land Revenue History of Bengal. 
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of India, the permanent rules by which their 
respective tributes, rents, and services, shall be 
in future rendered and paid." 1 When Lord 
Cornwallis was appointed Gove::-nor-General, he 
was furnished with definite instructions. In the 
Instrument of Instructions the Directors, after 
pointing out that heavy arrears of revenue had 
accumulated, expressed the OpInIOn that the 
best security for the revenue was the heredita:r:y 
,tenure of the possessor of the land. .. On the 
question of settlement,. they observed that it was 
their intention to make it .. ultimately permanent 
~nd unalterable, but that, for special reasons, it 
should be effected at the time for terJ years. 
The eoncluding words of this document. were 
these: "A moderate .lama or assessment, regularly 
and punctually collected, unites the consideration of 
our interest with the happiness of the natives 
and security of the landholders more rationally than 
any imperfect collection of an exaggerated jama, to 
be enforced with severity and vexation."2 

On arrival in India, Lord Cornwallis found not 
only that the collection of revenue had been 
attended with various difficulties and large arrears 
had accumulated, but that a considerable part of 
the province had been turned into an uncultivated 
waste. He, therefore, made up his mind to change 

1 Act for the Better Government of India, See,'99. 
• Vide Fifth Report, 1812. ' 
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the system; but for the moment he considered it 
wise to continue the practice of annual settlements. 
He c~llsed enqlliries to be instituted.As to the rights 
of the different classes of persons to the land, the 
ancient modes of revenue collection, the proper 
amount of land revenue, and other cognate matters. 
The results of these enquiries, 'were embodied in 
Shore's able Minute of the 18th June, 1789.1 

Most of the officers of the Government, in view of 
the unfortunate experience of the paRt, expressed 
themselves in favour of a settlement being made in 
future with the zemindars. On the question of the 
amount of the assessment to be fixed on the land, 
eonsiderable difference of opinion was revealed. 
J ames Grant, the Chief Sheristadar, suggested that 
the t()tal assessment ought to be over half a million 
per annum more than what had at any time been 
cnllected by the Company. On the other hand, Sir 
John Shore, President of the Committee of Reveuue 
and a member of the Governor-General's Council, 
who afterwards rose to the position of Governor­
General with the title of Lord Teignmouth, pointed 
out that, since the acquisition of the Diwani, the 
amount of revenue had generally been fixed by 
conjectural estimates only, with the result that the 
impositions had been too heavy to be discharged and 
that the Government had often fouud it necessary 

bIAs Mr. C. D. Field rightly observes, the high encomium bestowed 
y the Directors on this ll¥'8teriy dissertation was fully deserved. 
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to grant remissions. By a comparison of the assess­
'Ihent of 1786-87 with that of 1765~66 (the first year 
'of the Diwani assessment), he showed that both the 
gross and the net revenueR had considerably in­
creased. He urged variouR grounds in opposing the 
proposal of enhancing the aRsessment, not the least 
important of which was that a foreign Governmellt 
sbonld be very cautious in its demands. Sir John 
Shore also objected to a progressive increase of the 

.assessment. 
Sir John Shore held the view that the land revenue 

demand should be fixed for ever. He did not, 
however, desire that the proposal should come into 
force at once. 1-1ord Cornwallis, on the other band, 
Wfl,S extremely eager to introduce without delay a 
system of set,tlcments in perpetuityl; and as a 
'step towards it, he concluded a settlement with 
the zemindars for ten years. It was notified, 
on this occasion, that the Jama assessed upon the 
lands would be continued after the expiration of 
the ten years' period and remain unalterable for 
,.ever, provided that such continuance should meet 
with the approbation of the Court of Directors. 
The Decennial Settlement was coromenced in 1789 

.and completed in 1791.2 The Directors expressed 

1 For an account of the CornwalliR-Shore controversy see the author's 
Indian Finance 1'n the Days of the Company, Cit. IV: 

o The Permanent Settlement Regulations were not applied to certain 
'tracts in Bengal, c.g .• parts of Chittagong, for special reasons. Nor did 
it eo me into foree in the territories which came into the possession of 
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their approval of the Decennial Settlement, but 
they expressed ·.the view that the fixing of ratel' 
in perpetuity was "not a claim to which the land· 
holders had any pretensions, founded on the 
principles or practice of the native government, but 
a grace which it would be good policy for the 
British Government to bestow on them." 

When the Decennial SBttlement was effected, no 
attempt was made to measure the fields or to 
calculate the out-turn. The amount of revenue 
to be paid in future was fixed by reference to an 
average of actual collections in former years. The 
total rea1iHation of land revenue in the year 1790-91, 
the first complete year of the new system, from the 
provinces of Bengal, Behar and Orissa amounted 
to Sicr,a Rupees 2,68,00,989. The Directors ex­
pressed their satisfaetion that the revenue had 
come up to a sum which was likely to prove equal 
to the needs of the Government. In 1793, the 
Governor-General in Oouncil issued a Proclamation 
in which he declared the settlement as permanent, 
and notified that no alteration would be made in 
the assessment in future. The zemindars were 
enjoined to pay regularly the revenue in all 
.seasons. They were, further, given clearly to 
understand that in future no claims for suspensions 

the Company later. It was also considered undesirable to settle 
permanently the waste lands, the deforested areas, and the islands 
iormed in the beds of large rivers. 

B.I.T. z 
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pr remissions, on account of drought, inundation, 
or any other calamity of seasonS) would be con­
sidered, but that in the event of any zemindar failing 
in the punctual payment of the public revenue, a 
sale of the lands or the defaulter, would positively 
and invariably take place. l The right of the 
Government to re-establish sair collections or any 
other internal duties was retained. 

The entire text of the Proclamation was embod­
ied in Bengal Regulation I of 1793. Regulation 
VIII of 1793 provided that tho allowances of 
kazis and kan'unyos, as well as public pensions, 
were to be added to the Jama. It also provided 
tha,t the assessment was to be fixed exclusive 
of sair2 and of ZalchiraJB lands. Further, in terms 
of this Regulation, namkrLr, kl~amar, niJ-jofi..8IJd 
other private lands appropriated by the z~mindars, 
as well as chakarcLn 4 lands, were annexed to the 
maZguzari 5 lands. Zemindars were given the right 
to let out their lands. 

During the years immediately following the 
Permanent Settlement, various inconveniences were 
felt and grievances complained of. The zemindarE 
were bitterly opposed to the new system as it 

1 Proclamation datfd thf 22nd March, 1793. 
I Inland duties and collections of a miscellaneous character. 
• Revenue-free. 
• Lands granted for the support of pliblic servants. 
• Revenue-paying. 
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proved ruinous to them.1 The revenue was not; 
rea.lised with .i>unctuality, and la.rge areas of 
land were periodically exposed to sale by auction 
for the recovery of outstanding balances. Most of 
the older families ,of landholders were swept ,a'ray. 
Regulations were, therefore, enacted to facilitate 
the collection by zemindars of their dues from the 
raiyats. These measures placed the zemindars in 
a. posit,ion of "unfair advantage as agaillilt the 
tenants, but they proved successful in effecting a. 
more punctual collection of the Government 
revenue. The arrears outstanding at the end of 
each year greatly diminished, and the sale of lands 
for the recovery of arrears became less frequent. 
The land revenue system was thus at last placed 
on a stable-though hardly satisfactory-basis in 

Be.ngal. 
As for the effects of the Permanent Settlement, 

the Select Committee of 1810 observed that, the 
system had proved :".l?eneficial both to the interests 
of the sovereign and the subject." But opinion 
both in England and in India had begun already to 
change. It came gradually to be realised that. 
while the Permanent Settlement had fully assured 
the immediate revenue position of the Government~ 
it was destined to prove a permanent obstacle to 
the growth of the State resources. The zemindars 

1 Asooli if! of opinion that the larger ~mindars were hostile to the 
Permanent Settlement because of the law of sale. 



404 A HISTORY OF INDIAN TAXATION ClLU'. 

of a later date, without doubt, derived great 
benefit from the measure, but all other rights in the 
land were adversely affected. The net effect of the 
law and practice of the Permanent Settlement and 
the measures connected with it was not only to 
<:lepress the condition of the peasants, but to 
place them almost entirely. at the mercy of tho 
~emindars.l If a Permanent Settlement had been 
~ffected with the actual cultivators, instead of 
rth the zemind.'lrs, the benefits of a perpetual 
arrangement wouid have been reaped without its 
disadvantages. 
~he subsequent history of the land revenue system 

of Bengal relates to improvements in the machinery 
of collection and administration. With this object 
in vjew Regulations were enacted in 1801, 1812, 
and 1814. The law relating to the recovery of 
arrears of revenue was recast in 1822. Several 
amendments were made to this Regulation during 
the next two decades. It was, however, not until 

e Ascoli observes: "It is true that the settlement may heve appar­
ently freed the Central Government for its wars in Southern India

l but that freedom was obtained at a heavy price in money and interna 
administrative tangles; that freedom was obtaiued, rightly or wrongly, 
at the expense of the proprietary classes then existing, and wrongly. 
without dOllht. at the expense of the cultivator. The freedom gained 
by G<>vemment was merely temporary; the destruction of the proprietary 
~las8es was a permanent bequest to posterity; whilethe position of the 
cultivator has remained to this day one of the most difficult and 
insoluble of administrative problems."-Earl/t RefJemue History of 
Ben.qal, p. 81. Lord Hastings wrote in 1819: 'N ever was there any 
measure conceived in a purer spirit of jl;enerous humanity and di8int~r­
ested justice than the plan for the Permanent Settlement." This vi{:;w 
can hardly be substantiated. The real motive was security of revenue. 
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1841 that the general principles of the system of 
s.alGs.90a,pd for rec?v~y of arrears'Cif revenue wer~ 
satisfactorily settled. A few other measures were 
enacted in the course of the next 18 years. The 
provisions of Act XII of 1841 were embodied in 
Act XI of 1859, together with various other im­
portant matters. The legislation during the years 
1799 to 1859 was concerned principally with the 
sale of estatesIor the recovery of arrears. Little 
was done by way of improving the law for the 
recovery of arrears by any other process. There were 
also various ambiguities in the then existing law. 
Act VII of 1868 of the Bengal Legislative Coundl 
was passed to remedy these defects. Though a few 
minor amendments have since been made, almost 
the entire law On the subject now operative in 
Bengal is to be found in the two measures, namely, 
Act XI of 1859 and Act VII (B. C,) of 1868.1 

Although by the Permanent Settlement Regula­
tions the Government reserved to itself the right to 
intervene in cases of hardship and oppression to the 
raiyats, the power was not exercised for nearly 
a century. In fact, as has already been noticed, the 
Regulations enacted between the years 1795 and 
1810, particularly the Haftam and the Pancham, 
considerably added to thA troubles of the tenants. 
In 1859, a measure was enacted which secured the 

C 
' A Summary of the main provisions of these Acts is to be found in 

. D. Field's Introduction to the Bengal Code. 
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rights of the holders of under··tenures, farms and 
leases. But it Was not until 1886 that the tenants 
were given anything like adequate protection. 
::!n lY28, the tenancy law of .13"engal was cOJllpletely 
revised. On this occasion, the tenants were given 
bertain rights which they did not possess before; 
but the measure was not regarded as a wholly 
satisfactory one from many points of view., . 

We come now to Behar and Orissa. It' originally 
formed part of the province of Bengal, but was 
constituted a separate province in March, 1JJ~ .. 
The Permanent Settlement, as we have already seen, 
wis established in 1793 in the wh'Jle of Behar, 
that is to say, the tract of the country now included 
in the Patna, Tirhut, and Bhagalpur Divisions, and 
alsb in the Hazaribagh and Manbhum dit:ltric.ts 
and a few esta.tes in Singhbhum and Ranchi in th,"l 
Chota Nagpur division. This system has continued 
to the present day. As in Bengal, the revenue of 
the permanently-settled estates is realised with 
great punctuality. Under the conditions of settle­
ment, no pleas based on losses occurring thrQg,gh 
famines, epidemics, cyclone~, 9r:.other natura.l .. oal­
llmitie~ oan be urged asexCUR.e8 for non,~paYDlent 
of revenua. When a landholder fails to pay, his 
eat.a.te. is put up tp .§Ille. 

Orissa proper came into British possession at 8 

subsequent date. In 1804, a proclamation W9.B 

issued in the districts of Cuttack, Balasore and 
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Puri to the effect that a settlement would be 
made with the zemindars, in all practicable cases, 
for a period of three years, at the end of which 
3 permanent settlement would be concluded with 
the same persons, provided the lands were in . a 
sufficiently improved state of cultivation. The 
promise of a settlement in perpetuity was reiter­
ated in subsequent years, but it was not carried 
out in practice. The settlements actually effected 
were for short terms, and were based on new 
principles. The system was known as the village 
or mauza10ari system. The settlement was made 
for five years, and extended for another term 
of five yearR. By Regulation IX of 1833, ·the 
system was improved, and the then existing 
settlement was continued for a further p~riod 

of five yAars. The first regular settlement with 
a survey and record of rights, was concluded 
between the years 1837 and 1845. This settle­
ment was based upon a careful field measurement, 
and it was made for thirty years. It yielded an 
increase of revenue to the extent of only Rs. 34,980. 
The settlement of 1837 expired in 1867, when it was 
renewed without alteration for another thirty years. 
Another re-settlement took effect in 1897, but the 
work extended over a period of nearly ten years. 
The Government revenue was at this time fixed 
for over six thousand estates. The re-settlement 
dealt with an area of 5,897 square miles. 
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Till the year 1898, no principle had been adopted 
for fixing the amonnt of revenue' at a settlement. 
But in that year, the Secretary of State approved 
the proposal that from 50 to ,)5 per cent. of the 
assests should be taken as revenue, and at the same 
time directed that the limit of 55 per cWt. should 
be very rarely exceeded. The actual percentage 
of the assests taken was 54. Nearly 6,400 estates situ­
ated in 1l,000nllages were assessed to revenue. 
The total amount of the settled. revenue was 
Rs. 21,05,073. The percentage of increase of 
revenue amounted to 54 in eu ttaek, G 7 in Balasore, 
and 28 in Puri, the a veragtl increase being 52 for 
the "three districts. The incidence of revenue at 
the settlement of 1897 was Re. L lao lOp. per acre 
as a.,inst ] 5as. 7p. of the previous settlement.; 
The Government estate at Khurda and the con­
fiscated tributary estates of .A.ngul and Banki were 
settled on .somewhat different principles.2 

1 Behar and Orissa Administration Report, 1911-12. 
• The estate of Khurda, comprising nearly half the district of Puri 

was until 1837 settled mahalwari on rough estimates, the persons 
admitted to engagement being the sarbarahkars, or village hee.dmen. 
In 1837, a regular raiyatwari settlement was made after measurement 
and ascertainment of rates for different classes of the soil. The !lCttle­
moot was for twenty years. but was renewed fur a further like p\~riod 
after measurement of new cultivation. Preparations for II. revision of the 
settlement began in 1875 This settlement met with much opposition 
from the raiyats. The Government ultimately reduced the revenue 
demand from a quarter to oue-fifth of the gross produce. and limited 
the period of Bettlement to fifteen years, termmating in 1897. A further 
settlement for a period of fifteen years was made in that year. 

An.Irul was at one time a tributary state, but it was confiscated by the 
Britisn Govern~ent U;t 1847. In 1855, a settlement of rents was made 
yith the raiyats, the sarbarahkars engaging for the amount of the 
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As Behar formed part of the administration of 
Bengal, for mnch the greater part 'of its history the­
tenancy laws enacted in that province were and still 
are applicable there. A Tenancy Bill is at present 
under consideration by the Legislative Council. . 

We com~ now to the Agra province. Before­
tbe commencement of British Rule, the tenure­
prevalent in most of the places which were after­
wards incorporated into' this province was zemin-· 
dari. The owner was, or co-owners jointly were,. 
responsible for the payment of tbe land revenue 
of the whole village. But in some places the 
system was raiyatwari, where each cultivator was 
responsible fur tbe payment due on his own 
land. In 1795, a Permanent Settlement was 
made with the zemindars of the Benares .Qi.vi­
sion, and most of the Regulations enacted for' 
Bengal were extended to this tarritory. In 1803, 
that is to say, soon after the acquisition of the 
territories known as the Ceded Districts, settle­
ments were made in these areas for three years 

Government revenue. The re-settlement of the estate was begun in 
1887-88 and completed in 1891-92. With a view to minimising the strain 
which might arIs<:l from the increase in the rental, the settlement was· 
made on the progressive system and for a period of fifteen years .. 
Another settlement was made between 1905 and 1908 for a penod of 
fifteen years. In this settlement the gross rental increased by 
Re.1,24,033, the enhancement taking effect by gradual instalments. 
The collections continued to be made iJy the sarbarahkars who received a. 
commission of Hj to 25 per cent.. Another Tlibutary State, Banki, 
Was confiscated in 183!} It was first settled in 1844, and re-settlements 
took: pla~ in 18M, in 1888-91

1 
and in 1905-6. Here also, the collections 

&ere Blade by t.he sarba,.ahakars, who received a commission varying-
om 10 to 20 per cent. of the demand.. 
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with the landholders in all instance~ where it was 
found practicabl~. In other cases, the lands were let 
in farm, and in a few instances the collections were 
left to be made from cultivators by the officers of 
thl Government. These arra.ngements proceeded 
in some instances on rassad or annual augmentation, 
founded on an expectation of increased' cultivation. 
When the triennial settlement was made, it was 
a~nced that, at the expir:1tion of this term, a 
8~ttiLent for another period of three years would 
be . made, which would be continuEd for a fUJ"ther 
period of four years "with the same person, if will­
ing to engage at a fixed annual jama, formed by 
adding to the annual rent of the second three years, 
three-fourths of the net increase of the revenue 
d. u~ing anyone year of the period." 1 It wa.s 
further notified that, at the end of this period d 
four years, a permanent settlement would be 
<loncluded with the same persons if they should be 
willing to engage, for such lands as might be in 
a sufficiently improved state of cultivation to war­
rant the measure, and on such terms as the Govern­
ment should deem fair and equitable.2 

The Government also expressfod a desire to Extend 
the same policy to the territories acquired from the 
Mahratta Ohiefs and others. In 1807, the Govern­
ment considered it to desirable to entrust the 

, Fifth Report, 1812. 

• Ibid. 
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work of further settlement to a lij?ecial Commission. 
The Commissioners submitted thei'r report i~ 1808, 
in which they expressed their view to be adverse 
to the immediate conclusion of a permanent s1t1e­
ment in the Ceded and Conquered Territories. 

In the ~eantime, a change had taken place in 
the attitude of the Court of Directors towards this 
question. In reply to the Governor-Gen .. a('B' 

letter the~ state~ that it was not. their in~e~to 
proceed ImmedIately to the mtroductIOn' of a 
Permanent Settlement in the Ceded and Conquered 
'rerritories, "because it would be premature to fix 
the land rents of those countries, a t so early a 
stage of their connexion with them, when their 
knowledge of the revenue actually derived from 
them by the zemindars and of their capability must 
necessarily be imperfect, and when the people are 
yet so little habituated to their government."l 
They further observed that the mistakes com­
mitted in the settlement made in Bengal, and the 
inconveniences which had resulted therefrom, sug­
gested the danger of precipitancy and emphasised 
the need for caution and deliberation in proceeding 
to a measure which was to be irrevocable. On 
receiving the report of the Commissioners, the 
Directors adopted a sWI more decided tone. In 
the Revenne Despatch of the 27th :N ovember, 1811, 
they observed; "The proposed final settlement of 

1 Fifth &pori, 1812. 
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the revenues would be premat":lre, supposing the 
arrange.ment otherwise to be completRly unexcep­
tionable: that it would be attended ultimately with 
a lars-e sacrifice of revenue; that they were by no 
means sufficiently acquainted, either with the re­
sources of the country or with the rights and 
ancient customs of the different classes of land­
}l{otd~s to venture upon a step of so much import­
an~, f and in its lJature irrevocable; and that 
whether the measure may be eligible at a future 
period, and what modifications it may be prudent 
to apply to it, are questions which will remain open 
for discussion".1 

On receiving these instructions, the Government 
notified" that the Court of Directors had not deemed 
it aavisable to sanction a permanent 8ettlement, 
but they expressed their intention to fix the revenue 
of such lands in perpetuity as might be in a 
sufficiently improved state of cultivation to warrant 
that measure. The Board of Commissioners was 
asked to ascertain what estates were in such con­
dition. Meanwhile, the settlements were made for 
five years; and on expiry of the period they were 
continued for a further term of five years. 

A remarkable Minute was written by Mr. Holt 
Mackenzie, Secretary to the Board of Commis-.' 
sioners, in 1819. In it he reviewed the condition 
of the different districts of the province, and urged 

1 Regulation X of 1812. 
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thl:l.t the villages be surveyed and a. record-of-rights 
prepared. He expressed himself in favour ot a per­
manent settlement. In 1822, an important Regula­
tion was enacted with the object of laying down 
the principles on which the demand of the State 
was thenceforward to be regulated and the manner 
in which the future settlements were to be made.1 

The settlements under Regulation VII of ":i82~ 
were, in a few cases, made with the zemindars or 
taluqdars. In some other cases, they were made 
with the heads of the inferior proprietary body. 
But in a still larger number of cases, they were 
concluded with the village communities as the joint 
proprietors, the lambardar being taken as the 
representative of the body.s The Regulation declar­
p.d that the settlements would be in force for "five 
years, and after that engagements would be entered 
into for such periods as the GovArnment might 
decide, but that no increase would take place unless 
it should clearly appear that the net profits to be 
derived from the land by the zemindars would exceed 
one-fifth of the previous assessment, and that in the 
-event of such increase being made, the assessment 
was to be so regulated as to leave to the zemindars 
a net profit of 20 per cent, on the Jama.4 

1 Regulation VII of 1822. 
I By Regulation IX of 1824 the provisions of Regulation VII of 

1822 were extended to the Conquered Provinces. 
• Baden-Powell, Land Systems of British India, Bk. iii. ch. i. 
• Regulation VII of 1822. 
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The period of. settlement wa.s subsequently ex­
tended for another term of five years in both 
the Ceded and the Conquered Territories. The 
enquiries required by Regulation VII of 1822 were 
so minute and elaborate that the system was de­
clared unworkable in 1830. In 1832, Lord William 
Bentinck wrote a Minute in which he laid down 

!>the principles which ought to be followed in future. 
These principles were embodied in Regulation IX 
of 1833. The method of framing estimates of pro­
duce and its value was simplified, and a system of 
average revenue and rent rates, actual or assumed, 
for different classes of soil, was introduced. The 
first "regular" settlements under Regulation VII 
of 1822 and IX of 1833 were made by Mr. R. M. 
Bird and Mr. Thomason between the vears 183:) 

" 
and 1849. The term was one of thirty years, 
except in a few districts where, for special reasons, 
the settlements were made for shorter periods. 
Two-thirds of the "gross rental" was adopted as 
the standard of assessment in cases in which the 
land was held by tenants. Where the tenants paid 
in kind, or where there were large numbers of 
proprietors cultivating their own holdings, the 
standard was two-thirds of the "net assets." The 
system of settlement was mauzawar or by villages. l 

1 Baden-Powell, Land Systems of British India, Bk. iii. ch. L Baden­
Powell prefers to call the system maha.lwar, because the viUagll is not, 
always the unit of assessment. 
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In 1851, the Directors expressed their satisfaction 
at the results which had been achieved in the 
settlements of the N orth-West,ern Provinces. They 
observed that, making allowances for the large 
amount of nominal balances, the revenue had 
progressively increased, and that the increase had 
been "realised wi.thout undue pressure on the 
people".1 No changeR of any importance were 
made in the system till 1855. In that year, under 
the instructions of Sir Charles Wood, then Secretary 
of State, certain modifications were introduced, 
which were embodied in the Saharanpur Rules. 
Under these rules, the Government's share of the 
rental or the assets was reduced from two-thirds 
to one-half. The assets were to be the "well 
ascertained" net average assets, after consideration 
of other data. It was enjoined, however, that 
time was not to be wasted in "miuute and pro­
bably fruitless attempts to ascertain exactly" 
the amount of such assets.2 This standard has 
since con tinued to be in force, and the Government 
claims that it has been applied with increasing 
moderation, and that it is at present exceptional 
to take a full 50 per cent. assessment.s 

Various improvements were introduced on the 
occasion of the second regular settlement of the 

1 Despatch dated the 13th August, 1851. 
• Thls pa.ssage gave riee to Borne confusion. 
a .Administration Rsport of the United Provinces, 1921·22. 
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.A.gra Province. The soils were now classified, and 
.standard rates of rent were fixed for each class . . 
The assessment was based upon this estimated 
rental, which might be higher than the amount 
.actually paid, but represented the sum which 
~ould be realised. 

The Sepoy Mutiny and the famine of 1860-61 
gave rise to a prolonged discussion on the desir­
.ability or otherwise of introducing a permanent 
settlement into the N orth-Weatern Provinces. 
There had indeed always been some experienced 
-officers of the Government who had regarded settle­
ments in perpetuity as a highly benefieial measure. 
But these unfortunate events brought the question 
prominently before the Government and the puhlic. 
Mr . .A.. O. Hume expressed the view that a perma· 
nent settlement would be a great step toward!:! 
ind ticing the people to make the most of the land 
they held, and was likely to increase the actual 
.amount of agricultnral produce by at least one-third 
in twenty years. Col. Baird Smith, in his noW 
famous Report on the Condi tion of India arguel~ 
that, as the intensity of the famine of 1860-61 was 
less than that of 1837 on aCCO\lnt of the increased 
.staying power of the people seoured by the limitation 
of the Government demand on the land for thirty 
years, the fixing of the revenue for ever was likely 
to produce even better results. He was not blind 
to the fact that a Permanent Settlement would 
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preclude the Government from ever obtaining any 
future augmentation· of income from this source, 
while the growing cost of administration would 
of necessity have to be met by taxation in some 
other shape. But he argued that any sacrifice of 
public revenue involved in the concession of the 
land revenue being fixed in perpetuity would be 
more than compensated by the increased ability 
of the people generally to bear other forms of 
taxation, direct or indirect, which would neces­
sarily follow on the improvement in their social con­
dition. An intelligent and powerful Government, he 
thought, "could not fail to participate in these 
advantages." 1 The same policy was advocated by 
Mr. Saunders in his Report on Cotton. 

In 1861, Mr. (afterwards Sir William) Muir, then 
Senior Member of the Board of Revenue, North­
Western Provinces, wrote an elaborate Note on the 
subject discussing the advantages and disadvantages 
of a permanent settlement ... He pointed out two main 
defects, namely, first, that increase of revenue from 
future extension of agriculture would be relin­
quished, especially in the case of Government 
irrigation works, and secondly, the power of re-ad­
justing the revenue to fiuctutations of agricultural 
conditions would be given up. The merits of the 

1 "Its intelligence," wrote CoL Baird Smith, "would direct it to the 
least offensive means of sharing in the general prosperity, and its power 
'Would ensure the fair trial and Ultimate success of those means." 

BoI.T. A.A 
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proposal, in his opinion, were the following: first, 
the expenses of periodical re-settlements would be 
saved; secondly, zemindars and raiyats would be 
rendered immune from the vexation, oppression, 
and exaction incidental to are-settlement; thirdly, 
permanency would remove the check to agricultural 
improvement occurring towards the close of a 
settlement; fourthly, the fixity of demand on land 
would encourage the investment of capital; fifthly, 
the value of landed property would increase; and 
sixthly, it would secure the contentment of the 
people. He urged, however, tha,t a permanent 
settlement should be preceded by a careful re­
vision, that the scheme should be applied to such 
lands as were in a sufficiently advanced stB,te of 
cultivation, and that the Government should ret~.jl1 
the right to levy a moderate water-rate in ar8<1S 
irrigated by Government canals.1 

Sir Charles Wood, then Secretary of State for 
India, was greatly illjpressed by Colonel Baird 
Smith's arguments. While rejecting the proposal 
of redemption of the land tax, he accepted the idea 
of a permanent settlement. He came to the con· 
elusion that periodical revisions of assessment coulc1 

1 Mr. Muir showed that the essential reg.uirements of property would 
thus be maintained without affecting the financial interests of t!1e St~te. 
and quoted, in support of his contention, J. S. Mill who had s:lld: 
"The idea of property does not necessarily imply that there should be 
no rent, any more than that there should b6 no taxes. It rne:cly. 
implies that the rent should be a fixed charge, nut liable to be nllsf 
against the 'possessor by his own improvements or by the will 0 II 
landlord." Political Economy, Ok. VII. Sec. 4. 
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not fail to be harassing, vexatious, and even 
oppressive to the people affected by them, while 
the probability of any considerable increase of land 
revenue in the fully developed parts of the country 
was very slight. In 1862, he wrote to the Gover­
nor-General in Council: "Her Majesty's Govern­
ment are of opinion that the advantages which may 
reasonably be expected to accrue not only to those 
immediately connected with the land, but to the 
community generally, are sufficiently great to 
justify them in incurring the risk of some prospec­
tive loss of revenue in order to attain them, and that 
a settlement in perpetuity in all districts in which 
the conditions absolutely required as preliminary to 
such a measure are, or hereafter may be, fulfilled, 
is a measure dictated by sound policy and calculated 
to accelerate the development of the resources of 
India and to ensure, in the higheRt degree, the 
welfare and contentment of all classes of Her 
Majesty's subjects in that.country.") 

The Secretary of State was warmly supported by 
Sir John Lawrence, then a member of the Council 
of India. He recommended a perpetual settlement 
because he believed that such a measure would 
encourage the investment of money in the land and 
would thus help the development of the resources. 
of the country. This policy was also advocated 

1 Despatch dated the 9th July, 1862. Some members of the Council 
of India differed from thls view and wrote minutes of dissent. 
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by some of the administrators in India. The 
Lieutenant-Governor of the N orth-Western Pro­
vinces agreed generally with the views of Mr. Muir, 
but he made some suggestions ior carrying out the 
object. A somewhat long correspondence then 
ensued between the Secretary of State, the Govern­
ment of India, and the Lieutenant-Governor of 
the N orth-Western Provinces in regard to the 
mode in which the proposal was to be carried into 
eiIect. 

The policy laid down by Sir Charles Wood was 
followed by his sucessors in office, Earl de Grey 
and Ripon and Sir Stafford Northcote. The latter 
insisted in 1867 that the following ruh~s should be 
observed before estates in the N ol,th-Western 
Provinces, or elsewhere, were admitted to th'l 
Permanent Settlement, namely, first, that no estate 
should be permanently settled in which the actual 
cultivation amounted to less than 80 per cent. of 
the cultivable or 1nalguzari area; and secondly, 
that a Permanent Settlement should not be conclu­
ded for any estate to which canal irrigation was 
likely to be extended within the next twenty years, 
and the existing assets of which would thereby be 
increased by 20 per cent. l 

1 Despatch dated the 23rd· Marck, 1867. In this despatch Sir 
Stafford Northcote thus described the object which Her Majesty's 
Government had in view in consenting to a permanent Settleme!lf: 
"They are giving ~ the prospect of a lar~e future revenue, whic~ 
might have been made available for the promotIOn of objects of gener'~ 
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ThuR the plan of a permanent settlement of the 
North-Western Provinces became complete, and, in 
1867, orders were actually issued for concluding a 
such a settlement. For financial reasons, how­
ever, the plan could not be carried out at the time-. 
Gradually, the views of the high officers of the 
Government in India as well as of the authorities in 
England turned again~t the policy of settlements in 
perpetuity. In 1871, the then Lieutenant-Gover­
nor of the N orth-Western Provinc8s, in asking the 
deferment of a permanent settlement observed 
that the sacrifice of revenue, which would be conse­
quent on the carrying out of the measure, would be 
gratuitous and indefensible. It was suggested, in 
these circumstances, that a third condition for a 
permltnent settlement was shown to be necessary, 
namely, the evidence thltt the standard of rent 
prevalent, or the estimate of 'net pruduce' on which 
assebsment would be based, was adequate. In 
1871, the Governor-Gene~l in Council recommend­
ed to the Secretary of State that, pending the 
further discussion of the entire subject, the orders 
contained in the despatch of the 23rd March, 1867, 
should be held in abeyance. This recommendation 
was approved, and tho Government of India was 
authorised at once to suspend aU proceedings 

~tility, and might ha",e rendered it possible to dispense with other 
orm~ of taxation. This sacrifice they are prepared to make in consi­

deratl~>n of the great importance of connecting the interests of the 
propnetors of the land with the stability of the Bntish Government." 
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towards a permanent settlement! In 1882, propo­
sals were made for a scheme under which an 
enhancement of revenue would be confined dnly t,O 

an increase of area under cultivation, or a rise in 
prices, or an increase in produetion due to improve­
ments made at the expense of the Government. 
This scheme was considered impracticable. In 
1883, the Secretary of State expressed his concur­
rence with the Government of India that the policy 
laid down in 1862 should be formally abandoned.2 

The question of a permanent settlement for the 
Agra province was thus finally dropped. 

On the occasion of the third regul<tr settlement, 
the actual rent roll was adopted as the basis of 
assessment, and any consideration of a prospective 
increase was definitely excluded from the U/lsets .. 
Concessions were also made to private individual.'\ 
for improvements effected by them. The settlement 
procedure was considerably simplified. The land 
revenUG law was consolidated in 1873. This was 
revised in 1901. s 

Legislation for the protection of tenants was 
undertaken for the United Provinces as elsewhere. 
The first measure of this kind WitS the extension of 
Act X of 1859 to the N orth-Western Provinces. 

1 This view was based upon the experience gained on the occasion of 
the re-settlement, of the Bulandshahr uistrict, where it was found that 
the Government would have to relinquish an increase of 14 per cent. 

• Vide Field, Introduction to the Bengal Code. 
a Administration Report of the United Provinces, 1921-22. 
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This .Act was remodelled in 1881, and was further 
.altered by the Tenancy Act of 1901. In 1928, the 
tenancy law of the Agra Province was completely 
<lverhauled. 

On the annexation of Oudh in 1856, Lord 
Dalhousie decided to introduce the system of 
;settlement with the village proprietors. His idea 
was to do away with the interposition of the 
middlemen. As a result, the taluqdars were outsed 
from the greater part of their estates. After the 
Mutiny, however, Lord Canning reverted to the 
i(Llnqdari settlement. By the second summary 
-settlement of Oudh in 1858 the talnqdars were 
given full pl'oprietary rights in all the villages 
which they had held at the time of annexation. 
The Government demand was fixed at . one-half 
of the gross rental, tho under-proprietors only 
retaining that share of the profits which they had 
formerlyenjoyed. l 

The village proprietors were allowed only to 
<Claim under-proprietary rights. In 1860, the 
question of subordinate rights in Oudh came up 
again. Under-proprietary rights were limited to 
those who had enjoyed proprietary rights within 
twelve years of annexation, while occupancy rights 
were conferred on all tenants who had been in 
llroprietary possession within thirty years of an­
nexation. The land revenue of Oudh in 1872-73 

1 Moral and Mal8rial Progress Report, 1882. 
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amounted to Rs. 1,42,19,741. The land revenue 
law was considered in 1876 and revised in 1901 
(together with the law for the North-Western 
Provinces). A Rent Act was passed in 1886, which 
was amended in 1921. 

The Land Revenue Act of 1901 has recently been 
amended by an Act of 1929. The main provisions of 
the new measure are as follows: When the period 
of settlement in any district or other local area is, 
about to expire, a forecast of the probable results 
of a re-settlement is to be made. The Government is 
given power to frame rules, but before they are given 
effect to, the Legislative Council is to have an 
opportunity of discussing them. At are-settlement, 
the settlement officer is instructed to inspect every 
village in the local 'area and divide the area into soil 
classes and assessment circles and fix circle rates. 
He is t,o exclude from assessment lands of certain 
descriptions. The revenue assessed on a maha,l is 
to be ordinarily 40 per cent. of the net assets, and 
is not in any case to exceed 45 per cent. The 
revenue assessment may be less than 35 per cent. 
of the net assets, where the number and circums­
tances of the proprietors or the existence of heavy 
charges on account of malikana justify a reduction 
below this percentage, but in no case is it to be less 
than 25 per cent. The revenue of a mahal may not 
be enhanced by more than one-third of the expiring 
demand. If the revenue fixed for any mahal exceeds 
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the prevJous demand by more than 15 per oent." 
the enhancement is to be progressive. The term of 
every settlement is to be 40 years. 

In the early acquisitions made in the Central 
Provinces, short-term settlements were made. But, 
the evils of the system led to the adoption of the­
policy of long-term settlements. In the Saugor­
N arbada territories settlements were effected for­
twenty years between 1835 and 1839. For the 
first regular settlement of the N agpur province, 
the long-term principle was accepted. In 1862,. 
Sir Richard Temple actually recommendEld the 
settlement in perpetuity of those parts of the 
province which had been settled for the longest 
periods. The Government of India, however, did 
not accept his proposals, but directed in 18G3 that 
the settlements in progress in the Central Provinces 
should be made for a period of thirty years. In 
1883, the policy of a permanent settlement for this 
province along with the rest of India was finally 
rejected. The period of thirty years fixed for the-­
settlements of the sixties was not adhered to in all 
cases; but some of the districts were settled for­
shorter periods. Before the first re-settlements fell 
due, the question of the period of settlements was. 
again considered, and it was decided that twenty 
years should be the standard period. This decision 
Wa.s confirmed by the Secretary of State in 1895. 
When the question was discussed in 1902 in 
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(}onnexion with the Open Letters of Mr. R.(::. Dutt 
snd the Memorial submitted by a number of 
retired members of the Indian Civil Service, the 
Governor-General in Council .aid down the prin­
ciple that, where land was fully cultivated and 
rents were fair, settlements should be effected for 
thirty years, but where there was the possibility of 
.a rapid development of resources, a shorter period 
would be justified. 

In the first settlement, the revenue fixed in each 
village was virtually a competition figure. The 
twe~ty yearlS' settlements of 1835-38 witnessed the 
first attempt to lay down principles fo:, the fixation 
of the revenue. It was at this time prescribed that 
.a "fair and equal jama" was to be fixed. No defin­
ite rules, however, were prescribed for eaic':llaLing 
the revenU8 demand. In 1847, for the proprietary 
,settlement recommended for Nimar, it was laid 
down that the .ia,ma should be assessed at "two­
thirds of the present fair average annual rental, 
,supposing the whole of the lands to be cultivated, 
or at more than that, supposing a portion of them 
to be waste and capable of cultivation." When the 
grant of proprietary rights in tho Saugor-Narbada 
territorios was proclaimed in 1854, one of the rules 
laid down was that, after the extent of the cultivated 
and cultivable land, the crops, cultivation, soil and 
various details of. agricultural economy had been 
investigated, the settlement officer should fix what 
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he consil,red to be a fair jama with reference to 
both the' cultivated and the c'nlii'vatable area. 1 

No arithmetical standard was prescribed, but the 
then prevailing rule-of the North-Western Pro­
vinces fixed the maximum Government demand at 
two-thirds of what might be expected to be the net 
produce during the period of settlement. 

In 1855, the Sahamnpur Rules were applied to 
the Saugor-N arbada territories, which reduced the 
maximum from two-thirds to one-half. The jama of 
each estate was not, however, to be fixed at one­
half of the net average assets, but in taking these 
assets with other data into consideration, the Col­
lector was instructed to bear in mind that almost 
one-half, and not two-thirds, as heretofore, of the 
well-ascertained net assets, to be the Government 
demand.2 For the proprietary settlement of the 
N agpur province, the Go'Vornment of India, 
sanctioned a margin of 40 per cent., and in Rome 
cases up to 50 per cent., of the true gross rental 
to the ma,lguzar, to cover expenses of management 
and proprietary profits. 

In 1863, the Government of India sanctioned 
the application of the 50 per cent. rule to the 
whole of the Central Provinces. These orders 
were notj however, print"ld in the Settlement Code 
1)£ 1863, and the officers responsible for the second 

1 Administration Report of the Central Provinces, 1921-22. 
• Administrat,;on, Repof't of the Central Provinces, 1921-22. 
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round of settlements were mislea mtooolieving 
that th#3 former rule stood unaltered. &fo:,e the 
settlements of 1863 and the following years wero­
revised, important changes were made in the prin­
ciples of assessment. The word 'asset' was given 
a much more definite meaning, a consideration of 
the actual income derived from the land, and not, 
as before, its assumed value, being now the guide 
to revenue assessment. The assessment was to be 

• based on actual, and not, as under the old rules, on 
prospective assets. The amount of assets was to 
be ascertained by both deductive and inductive 
methods; of the assets, 60 per cent. was prescribed 
as the ordinary maximum percentage; but 65 per 
cent. or more might be taken in special cases. The 
settlement8 of the nineties were based on the&e 
principles . 

. The question was fully examined in connexion 
with a resolution of the Imperial Legislative 
Counci.l in 1911. The principle of half assets was 
accepted for the districts comprised in the old 
Saugor-Narbada territories; for the old Nagpur 
province it was laid down that the percentage of 
assets should at successive settlements be gradaal1y 
reduced until it -reached 50, enhancements in the 
meantime being limi.ted to half the increase of 
assets since the preceding settlement, and that 
assessments of more than 55 per cent. should 
only be sanctioned in special cases. .A proposal 
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to insert a. clause in the Land Revenue Bill of 
1917 fixing the percentage at 50, except in sl'fecially 
notified areas, was defeated. In accordance with 
the recommendation of the Parliamentary Joint 
Commitee, a bill was prepared in 1921 to embody 
the principles of assessment in a legislative 
measure. This Bill was passed in 1923. A short 
amending Act ha~ recently been passed. 

It ShOllld be mentioned th1:tt in the Central Pro-
• 

vinces, the rent, as well as the rovenue, is fixed by 
the Government. The tenures are of various kinds. 
Within the limits of this province are, in fact, to be 
found almost every form of land tenure which 
exists in India, namely, feudatory chiefs, zemindari 
tenures, taluqdari tenures, and village communities. 
The prevailing tenure, however, is the malg1tZari. 

Berar is, technically, not a part of British India. 
In 1853, it was assigned to the llrit.ish Government 
as security for certain demands made upon the 
Nizam of Hyderabad. From the commencement of 
the assignment to 1861, the land revenue adminis­
tration was 0arried on according to the discretion 
of each Deputy Commissioner, tempered byocca­
sional instructions from superior authority. An 
annual famabandi 01' settlement was made tbrough 
the medium of the patel, the account of each man's 
holding being taken from the patwari's papers. 
This system gave rise to great inconvenience both 
to the Government and the people and to much 
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peculation and corrupt practice. The land revenue, 
howev*. increased with marvellous 1'litpidity <luring 
these years. In 1861, the Government of India 
ordered the introduction of the ma,lguzari system. 
But in the following years, these orders were 
cancelled, and sanction was given to the settlemen~, 
of Berar on the Bombay raiyat1,(Jari system. 

We come now to the Punjab. The earliest regu­
lar settlements were those which took place in the 
Delhi and Hissar Divisions made between 1836 an~ 
1847, when this traet still formed part of the 
North-Western Provinces. The rest of the Punjab 
was summarily settled for short term'S immediately 
after annexation. The assessments then made were 
based upon Sikh collections in grain, converted into 
money at ruling prices. The introduction of oafoh 
payments and a rigidity of collection wt),s felt as a 
hardship by the cultivators. Besides, there was a 
rapid fall in prices. Large reductions had, there­
fore, to be made. A regular settlement was COll­

pleted by 1855 in the territories annexed after the 
first Sikh War, and by 1859 in the districts acquired 
after the second Sikh War. 1 These settlements 
were based on the "general considerations" "Thich 
had governed Lhe assessment procedure 'of Mr. Bird 
and Mr. rrllOmason in the North-Western Provinces. 
The standard of assessment was reduced from two-

1 The frontier districts on the Indus were regularly settled for the 
first time between 1868 and 1880. 
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thirds to a half of the 'net assets'. The first Degular­
settlements .ere for various terms, from ~1D' to 30 
year~: T~ question of the principles on which the 
assessment of irrigated lands should be based 
received the special attention of Mr. Prinsep who 
was appointed Settlement Commissioner in 1862. 
A revised settlement was begun in 1863. During the 
whole of this period the "spirit" of the Regulations 
(e. g., VII of 1822, and IX of 1833) governed th~ 
rand revenue procedure in the province. Gradually. 
however, it was felt that aU the settJements had 
been made without legal sanction. To remedy this. 
defect, a Land Revenue Act was passed in 1871. 
Rules were also made to supplement the provisions 
of the Act. The revised settlements continued 
till the eighties. It should be borne in mind in this. 
connexion that, in the Punjab, the settlement is. 
not a unique process, but one of the ordinary duties. 
of administration performed by a special staff.l,. ' 

The village communities existed in the Punjab, 
in a more perfect from than in any other province 
of India. The village was, therefore, taken as the 
unit of settlement. Each village undertook the 
payment of the revenue assessed upon it, and the 
payment was distributed among individual members. 
of the community in their old traditional way. 
The Punjab settlement was thus based on the same 

1 Vide Moral and' Material Progress Report, 1882.83, also H. K. 
TrevRSkis, The Land of the Five Rivers. 
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. system as that of the N orth-W es~rn Provinces 
with the essential difference that in "'-e P&njag· the 
bulk of the proprietors were actual'bultivators. 
Though the system adopted was zemindari, th~ 

.zemindari tenure was not common; but the pre-
vailing forms were pattidari and bhaiyachara. 

The method of assessment in the Punjab differed 
.considerably from that of the North-Western 
Provinces. The object kept in view was to ascertain 
revenue rates at first hand, and not by halving ren't 
rates. The proceSE\ usually adopted was that known 
as "from aggregate to detail"; that is to say. a 
.general revenue rate was first obtained for the assess­
ment circle or pargana, and then distributed among 
the component villages. In 1875, rules were issned 
for the guidance of settlement officers; but the procel1b 
remained an empirical one, and left much to the 
·discretion of the settlement officer. 

The assessment, as has been already poipted out, 
was calculated on the "net assets", that is, of the 
average net yield of the crops after deduction of ex­
penses of cultivation. Although the standard of 
assessment was one-half of the net assets, this was 
.generally regarded as the outside maximum. Besides 
the lan-:1 revenue, certain cesses 'were levied on the 
land. In 1887, the whole law of the province rela­
ting to the administration of the land revenue was 
-codified and arranged. N ewprovisions regarding 
'village cesses, partition of shares in an estate or 
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occupancy hol~i.ng, and State rights in mineral oil, 
and SO on,' weI~$'nc1uded, and certain practices were 
maintained -6r 'validated which had previously been 
based merely on custom. Re-settlcment operations 
generally resulted in moderate additions to the 
revenue demand. But in the Canal Colonies in­
creases of assessments in some cases 'amounted to 
over 200 per cent. 

The history of land revenue procedure in the 
Punjab falls into three periods. The first period 
included both the pre-Prinsep and the Prinsep 
scttlements.1 The second period lasted from 1871 
to 1887.2 The third period may be said to have 
ended in 192~. A movement towards a reform 
of the system began with the advent of the 
Reforms. But a new chapter was actually opened 
in 1928. In that year, an act was passed by the 
Punjab Legislative Council amending the Land 
Revenue Act of 1887. The main provisiuns of 
this Act are as follows: :First, 'net assets' 
are defined as the estimated average annual 
surplus produce of an estate or group of estates 
remaining after deduction of the ordinary expenses 

1 rhe question of a permanent settlement was consideretf in the 
Punjab at the same time as in the N orth-Western Provinces. Prlnsep 
was m favour of the proposal, but Lhe Lieutenant-Governor was oppos­
ehd to the idea. The rapid devclopmel:t. of means of communication and 
t e ol?Cning of new markets for the produce of the }Jrovince gave the 
p.-QmlSe of considerable increase ill land revenue in future, and this 

S
was one of the causes which led to the rejection by the Secretary of 

tate of the proposal of a permanent settlement. 
S Vide Report of the Administration of the Punjab, 1921-22. 
ll.I·T. BB 
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of cultivation. l Secondly, it :.s provided that land 
revenue is to be assessed in cash. Tliirdly, the 
basis of assessment is prescribed as 'an estimate, 
of the average money value of the net assets 

. of the estate or group of ("states in which the 
land concerned is situated. Fourthly, the max:· 
mum limit of assessment is fixed, so that thl~ 

rate of revenue must not exceed one-fourth of 
the estimated money value of t,he net assets 
of an assessment circle. Fift~ly, it is laid 
down that in future settlements the average rate 
of land revenue shall be so fixed that it shall 
not exceed the rate of incidence at the p revions 
assessment by more than one-fourth, and that 
on no estate s~all the new rate exceed the previous 
rate by more than two-thirds. Sixthly, forty 
years is fixed as the period of settlerrlent, except 
in the case of lands in which canal irrigation is 
to be introduced. 

The question of tenant-right is a subordinate 
one in the Punjab. The twelve years' rule has rIot 

been in force in the Punjab. The occupancy 
tenants are, for the most part, representatives of 

1 It il.expla.ined in the Act that ordinary expenses of cultivation 
include payments in respect of (1) water rates, (2) maintenance of meltllS 
of irrigation, (3) maintenance of embankments, (4) supply of Rced, 
(5) supply of manure, (6) improved imrlemeuts of husbandry, (7) CCllees­
sions with regard to fodder, (8) specia abatements m.ade for fallows or 
bad barvests, (9) cost of collection of rent, (10) interest charges pay.'1bk 
in respect of advances made in cash, free of interest, to tenants for ~he 
])llrpo~e of cultivation, (12) wages or customary dues paid to artisans or 
menials. Vide &ction 2 of the Pzmjab Land Revenue (Ame.ndment) 
Act.1.92B. 
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the eady right-holders. A Tenancy Act was passed 
in 1868. But the tenancy law was complet.ely 
revised in 1887. The steau.y alienatioli of land by 
the agricultural classes in the province 'necessitated 
the passing of the Land Alienation Act in 1900. 
This Act limited the free transfer of landed property 
belonging to agricultural tribes to members of the 
same tribe, while restri0tions were placed on mort­
gates of lanu.s to non-agriculturists. Some amend­
ments were mad8 in the Act in 1907. rrhe Land 
Alienation Act has fulfilled the hopes with which it 
was passed. A Pre-emption Act was passed in 
1905, the chief aim of which was to prevent a non­
agriculturist who once gained a footing in a village 
from buying up other shares in the village. 1'he 
pre-emption law is unsatisfactory in many respects 
and gives rise to various abuses. It is, therefore~ 
felt that the system should be swept away. 

The East India Company obtained the IHwwlii 
of the Northern Circars in the Madras Presidency 
at about the same time as the Diwani of Bengal~ 
Behar and OrisE;a. The territories acquired by the 
Oompany in Madras in the earlier years were of two 
sorts, namely, zemindari lands and luwdi lands. In the 
former, the old practice W8,S continued of allowing 
the zp-m'i!nd,aTP to collect and appropriate the revenue 
to their own use, s'lbject to the payment of a certain 
Rum to the Government, which waR denominated 
the ja,ma. The hWt,eZis, or household lands of the 
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Government were portions of the territory which 
were not in the hands of the zcmindars. The 
ha,veli landy-ere let out to du.ba,shes 1 or 6ah'ucar8.~ 
These professional farmers oppressed the people in 
many ways, and burdened them with varIOUS 
taxes. 

It was decided at first to entrust the manage­
ment of three of the Oircars to experienced Indian 
administrators. This system was discontinued in 
l769, and provincial chiefs and councils were 
appointed to undertake the civil, political and 
revenue administration of the country. In 1776, 
a Oommittee of Circuit was appointed; but as it 
did not accomplish much, it was abolished in 1778. 

Till the year 1778, the settlemAnts concluded 
with the zemindars were annual. In that year, ~ilr 

Thomas Rumbold formed a settlement for five 
years wiLh the zemindars of Masulipatam on the 
basis of an addition of 12i per cent. to the previous 
jama. The payment of this addition, however, was 
not enforced. From 1783 to 1786, annual settle­
ments were made on the terms of the expired 
leases. Many irregularities prevailed at this time 
both in the payments and in the accounts. In 1786, 
a Board of Revenue was established. In the same 
year, a settlement was concluded on a }ama increas-

1 Agents. 
~ Money-lenders. 
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ed by 12i per cent.1 The next settlement was 
concluded for three, and eventually for five, years 
with the zemindars on the basis of twothirds of the 
gross collections.2 

In the haveZis, the settlements were made with 
the chief inhabitants for the whole of their respec­
tive villages, who arranged with each cultivator 
for the amount he waH to pay. These settlements 
were based on the produce. But they were of a 
very imperfect kind, there being no survey of the 
lands nor any fixed principle of assessment, 

The revenues of the jo,igir lands of the Nawab 
of Arcot had been assigned to the Company before 
the grant of the Diwani of the Circars by the 
Nizam of Hyderabad. For some years the!le were 
leased to the Nawab himself. But in 1780, the 
management was assumed by the Company. From 
1783 to 1789, leases were granted to farmers, who 
opposed the cultivators in a variety of ways. In 
1796, the system of village settlements was adopted. 
The revenue derived from the jnigi:r in the three 
following years was far greater than had ever before 
been obtained from it. 

Meanwhile, fresh acquisitions of territory had 
been made on a large scale by the Company. In 
Bome of these territories the lands werR at first 

1 It was also during thiE year that the Court of Directors requested 
thl3 Government of Madras to express their views on the subject of a. 
Jlennanent settlement for thc province. 

• Fifth Report, 1812. 
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farmed out. But this system having proved unsatis­
factory, engagements were ent~ed into with the 
principal inhabitants of each village for the realisa-

" tion of the revenue. But this method was found to 
abound in abuses. For the settlement of these 
newly-acquired districts, the services of military 
officers were requisitioned. Oaptain Alexander 
Read was sent to the Baramahal districts, with 
Thomas Munro as one of his assistants. A great 
deal of discretion was now left in the hands of 
the settlement officers in regard to the method 
of settlement. The general idea was that settle­
ments should be permanent, but with whom th8Y 
should be concluded was not tietermint'd. Alexander 
Read .and Th-omas Munro introdu0ed the rai'IJat­

w(J,ri '~stem in the Baramahal districts wh~r.'cb 
it was extended to some other parts of the 
Presidency. 

The question of a permanent zeminda,ri settle­
ment continued to engage the attention of the autho­
rities in England as well as of the Gov'ernment 
of Madras. In 1795, and again in 1798, the Directorf' 
expressed their desire to see the Bengal system 
introduced in Madras. In 1801, they sanctioned 
a permanent settlement for the Presidency. This 
was carried out in several districts 1 between 1801 

1 Thepermanent settlement was established in the following years :5' 
The Jaigir, 1801-2; Northern Circars, between 1802-3 and 1804- , 

Salem, Western Pollams, Chittoor Pollams, and Sonthern P080411Il:ll;: 
1802-3; Ramnad, Krishnagirl, and Dindigul, 1803-4 and 1 -, 
Trevandapuram and Jaigir villages, 1806-7. 
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and 1807. .As for the effects of the permanent 
settlement on th~ realisation of the revenue, they 
were favourable in most of the districts; but in 
Borne parts the system did not work satisfactorily, 
which was perhaps due to the fact that the amount 
-of revenue had been fixed on too high a scale. 

The territories in which the Permanent Settle­
ment was established comprised a comparatively 
small proportion of the Company's possessiont; in 
Madras. In 1808, the Governmlmt of Madras 
decided to revert to the system of village settle­
ments in the districts in which the Permltnent 
Settlement had not been established. Under this 
system, the settlement was to be made with the 
village headman or with the general body of 
villagers. rrhe revenue was to be assessetr':on the 
average of the amount collected from the village in 
previous years. The leases were to he for triennal 
periods, but were afterwards to be made decennial. 
The experiment did not prove a success on the 
whole, the most general cause of failure being 
over-assessment. Lessees could not be found for 
many villages, and in these the miyatwnri system 
was continued. In the meantime, the opinion of 
the authorities in England had begun to turn 
against the Bengal system of Permanent Settle­
ment. In 181'7, the Court of Directors issued 
instructions for the abolition of the raiyatwari 
system wherever practicable. But the situation 
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changed in 1920, when Munro became Governor 
of Madras. In his opinion, tlrn chief merit of 
the miyatwari system lay in the strength and 
security it gave to the Government by bringing 
it into direct contact with the great body of 
cultivators.l Under Munro's direction the To.iyahll(}iri 

system was finally est.ablished In the Madras 
Presidency. 

The early raiyatwari settlements had many 
defects. The practical operation of the system 
depended very largely upon the certainty and 
moderat.ion of the Government demand. For 
many years, both these conditions were very 
insufficiently realised. In most cases, the assess­
ments were too high. The mODAY rents which 
were s~bstituted for rents in kind became in mo~t 
cases burdensome exactions.' Thus the original 
raiyatwari system did not operate beneflcially on 
the prosperity of the people. Various devices were 
resorted to from time to time to mitigate the 
hardship on the community. But the Government 
moved very slowly. It was not until 1837 that any 
substantial reform was attempted. In that year, 
several measures were taken, two of which were 
quite important. In the first place, it was adopted 
as a universal rule tha.t no land should be more 

1 Moral and Material Progress Report of india, 1873-74. 
• Memorandum on the Improvements in the Administration of India, 

1858. 
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heavily taxed in consequence of its being applied 
to the cultivation of a more valuable description 
of crops. Secondly, it was decided that no raiyat 
should be required to pay an additional tax for his 
land in consideration of the increased value derived 
from improvements made by himself. Substantial 
reductions of the assessment were also made in the­
heavily-taxed districts. 

In spite of these reductions, however, the land 
revenue demand continued to be heavy in the 
Madras Presidency. This was admitted by Sir' 
Charles Wood, then President of the Board of 
Control, in the House of Commons in 1854. Consi­
derable reductions were made in the demand on 
land in the same year. In 1855, the Gov~rnment. 
of Madras submitted to the Governor-General in 
Council a plan for a regular survey and a classifica­
tion of soils which should form th8 basis of a 
general revision of land revenue assessment,R. 
This plan was approved by the Government of 
India and sanctioned by the Court of Directors in 
185G, with some modifications. 

Almost throughout the period of the administra-­
tion of the East India Company, the limitation in 
perpetuity of the ~tate demand on the land was· 
regarded as one of the main principles of the 
miyatUJarri system in Madras. This had been made­
clear by Colonel Read in 1796, by Thomas 
Munro in 1801, by the Madras Board of Revenue 
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In 1818,1 and by the declarations of Government 
on other occasions. The assessments were in 
,some cases, as in South Arcot, Bellary, Cuddapah, 
etc., reduced, but in no instance were they ever 
jncreased. The advantages of a per.manent settl~­

ment were thus secured to the raiyats without its 
disadvantages. 

Things, however, began to aSf,mme a somewhat 
different shape towards the end of the Company's 
rule. In 1855, a survey and settltment was COlli­

lTIflnced. The object of these operations was to 
reVIse the assessments which were generally too 
high. In order to give the raiyat in all easel:) 
a valuable proprietary interest in the soil, and to 
induce extended cultivation, 30 rm' eent. of the 
gross produce was proposed to be taken as the 

1 When Colonel Read first settled the Salem district in 1796, he 
issued a proclamation to the raiyats, ill which the following rule 
appeared: "The pu,tkht (or holding) being measured and valued, the 
assessment of every individual field in it, when at the full rate, is flxre! 
for ever,"-Quoted in the Letter of the Government of Madra,s to the 
GOl1Crnment of India, dated the 8th February, 1862. 

Similarly in 1801, Sir Thomas Munro when explaining the manner 
in which a raiyatwari settlement was conducted, said: "WheD a 
,district has been surveyed, and the rent of every field permanently 
fixed, the kulwar (individual) settlement becomes extremely simple; for 
all that is required is to ascertain what field .. are occupied by ear,l! 
raiyat, and to enter them with the fixed rents at.tached to them in IllS 
patttl; their aggregate eontributes his rent for the year. He car,not be 
.called upon for more; but he may Gbtain an abatement in case of 
poverty or extmordinary losses." 

In a Revenue Despatch to Bengal, dated the 29th February, 1813, the 
Court of Dirflctors observed: "The survey rents in the Ceded Distriets, 
and in most of the other Collectorships in the Peninsula. where t~e 
raiyatwari system had been carried into effect. constituted tne 
maximum of the annual rent to which the cultivator was liable. The 
Madras Government, in their Revenue I.,etter to the Court of Directors, 
.dated the 12th August, 1814, when',replying to the Court's orders to 
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maximum of the Government demand, and it was 
thought that 25 per cent. would be the average. The 
Government was of opinion that the assessment 
should be fixed in grain for a term of 50 years, and 
that the commuted value of the latter should be 
periodically adjusted every Reven or ten years, 
according to its average money value in those 
periods. The Government in England objected 
to this arrangement, and gave preference to an 
assessment in money, unalterable for 30 years. 
The subject was further discussed by the Govern­
ment which decided that the assessment should be 
revised after 50 years, if then deemed expedient. 

Before this decision was intimated to the people, 
the Government of Madras waR requested to 
€Xpre8R an opinion on the advantages of a perma-

carry out a p~rman~nt raiyatwari settjr>ment, Htuteu as follows: "To 
that paper (Col. Munro's, dated the 15th Augm;t, lR07) your HOllourable 
Court's Despatch makes a markcd reference, and we r.cc{)rdingly feel 
()llrselves at liberty te regard the projeet. which it contam;;:J.R tho 
Permanent Settlement which· your Honourable Court would wish us to 
introduce." 

When, in 1818, the Board of Revenue issucd detailed instructions for 
t.he geneml introduction of thc mi1jatll"ari Rystem undcr the orders of 
the Home GovClrnment, they made it clear that one of its distinguishing 
characteristics was that the assessment was a permanent maX1;mum 
fixed on each field. Later on, the permanency of the raiyntwari settle­
ment was, on several occasions, acknowledged in unmistakable terms. 

The Revenue Board in 1857, in Ii, report to the Government on the 
new survey and settlement, wrote all follows:-"A Madras raiyat is 
able to' retain his land in perpetuit.y, without any increase of assess­
ment, as long as he continues to tJlfjl his engagements." 

In the same year, the Government, in a review of Mr. Rickett's report, 
expres~ed itself strongly in these terms: "The proprietary right of ~ 
ralyat 1S peneet, and as long as he pays the fixed assessment on h~B 
lrlil'ld, he can be ousted by no one; for there is no principle of raiyatwari 
management more fixed or better known than this, and the (wvern­
ment deny that any right can be more strong." 
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nent settlement in connexion with Sir Charles 
Wood's despatch of 1861. The Government, 
after tracing the history of the land tenure in 
the Presidency, expressed the view that, while it 
was wholly opposed to any extension of the system 
of the permanent zemindo1,i settlement, it was 
also opposed to settleml.'nts for terms of years. 
There was, however, some difference of opinion 
between the Governor and the Members of his 
Council. The fo:rmer was favourable to the 
imposition of a permanont grain-rent" but wanted to 
reserve to the Government the power of periodically 
determining the money-value of that rent, if at 
any future time a material alteration in the 
value of money should render such a meaSUl'A 
expedient, The Members of Council, on the other 
hand, supported the old 'raiyatwa1'i principle of 
a permanent money assessment-"that is to say. 
an assessment based on a certain portion of the 
crop and converted into a money payment at Ii 

fair commutation rate, fixed once and for ever."l 
Mr. Maltby, a member of the Governor's Coun­
cil in Madras, wrote an elaborate Minute in which 
he pointed out the advantages of a permanent 
money assessment,2 

The Governor-General in Council agreed with 

1 Letter from the Government of Madras to the Government of India, 
dated the 8th February, 1862. 

• Minute dated tlte 24th December, 1861, 
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the. view of the majority of the Council at Madras.1 

No practical steps were, however, taken in this 
matter, and in 1868, the idea wa,g abandoned. In 
1869, the Duke of Argyll directed that the assess­
ments should be revised after a period of thirty 
years. In 1883, the Government of India address­
ed the Government of Madras on the proposal 
made in the despatch of the] 7th October, 1882, to 
eliminate from future settlements the elements of 
uncertainty, and to give to the raiyat thereby an 
assurance of permanence and security, while not 
depriving the State "of the power of enhancement 
.of the revenue on defined conditions." The Govern­
ment of Madras accepted the proposal that, "in 
districts in which the revenue had been adequately 
ar.;sessed, the element of price should I1lone be 
considered in subsequent revisions, such districts 
being those duly surveyed and t>ettled."2 In 1883, 
however, not only was the idea of a perma.nent 
settlement formally abandoned, but the modified 
policy of Lord Ripon limiting an increase of assess­
ments to a rise in prices was given the go-by. 

The discussion of the question of a permanent 
settlement was revived in 1900 by Mr. R. C. Dutt 

1 Mr. Samuel Laing, Finance ~{ember, laid down two conditions as 
-essential in a permanent settlement. namely, (1) that culturable but 
uncUltivated lands should not be thrown away, and (2) that provision 
flhould be made for~he land bearing its fair share of local burdens.­
Minute dated the 7th April, 1862. 

1 
• Resolution by the Board of Revenue, Madras, dated the 6th December, 

9(}O. 
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in his Open Letters to Lord Curzon. Mr. ~utt 

affirmed that by the early miJlo,twa,ri settlement the 
Madras raiyat had a declared and indefeasible 
right to an unalterable and perpetual assess­
ment, and that this right had been confiscated by 
the Government during the second half of the 
nineteenth century. The Board of Revenue in 
Madras controverted this view. l 

Thirty years' settlements have been the practice 
in the MadraH Presidency for over half a century. 
During the period intervening between two settle­
ments the rates of assessment are not altered. But 
as under the raiyatwari system each cultivator is 
free to hold or relinquish whatever fields of his 
holding he likes, or to take up other ava:;lable fields, 
and as deductions are sometimes made from hilt 
assessment In special circumstances an annual 
settling up is needed to show the amount he has 

1 The Board of Revenue tried to establish the following points, name­
ly, (a) that the words "fixity" and "permanency" as applied to the 
assessment did not, when used regarding the raiyatwari system, COllvey 
the idea of perpetual immutability; (b) that the right claimed was never 
made a "right either by formal authoritative declaration or by enact­
ment"; (c) that in the llltentiow:; of the founders of the system th~ idea of 
permanency was absolutely reciprocal, 80 that if the Government could 
not demand mqre, neither was it ever to receive less; (d) that if perma­
nency had been established, it would have pr<'voo a hardship 'm the 
raiyat owing to the weight and inequality of the assessment; and (Eo) thatl 
partly owing to the weight of the assessment at the then prices ana. 
conditions, partly to the absence of a proper survey, permanency was 
never established as a fact, hut remained a mere mtention or guicUng 
purpose which was not binding in perpctuity but was alterable according 
to circumstances. The Government of Madras said that "save for an 
unauthorised proclamation" issued by the settlement officer of the 
Salem district. no declaration had been made to the people "binding' 
the Government to a permanent settlement. The Govemment of India 
concurred ill this view. 
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actlijl.l1y to pay for the year. This process is 
called the annual settlement or ,jamnbmndi. 

The old rates of assessment were generally based 
on 50 per cent. of the year's produce for wet 
lands and 33 per cent. for dry lands. When the 
revision began, the maximum was reduced to 30 
per cent., the average assessment b~ing ab~ut 25 
per cent. But in the course of time the Govern­
ment came to entertain the view that a gross 
produce percentage was not sufficiently accurate. 
In 1864, the revenue was fixed at half the net 
produce, which was to be ascertained by deducting 
the cost of cultivation from the grain out-turns 
commuted into money. 

Mr. R. C. Dutt expressed the view in 1900 that 
thA demand on the land in the Presidency was very 
heavy and that the revenue had been enhanced at 
each recurring settlement, which had resulted not 
only in reducing the raiyats to a pitiable state of 
poverty and indebtedness, but in leaving three 
millions of acres of land uncultivated. The Madras 
Board of Revenue referred to statistics to show 
that Mr. Dutt was in error. They soug.b.~ to prove 
that the land assessment proper had not increased 
during the previous fifty years even in proportion 
to the additional area bruught under holding, that 
the tax per acre had decreased, and that the 
aetna 1 weight or proportion of produce had 
immensely diminished owing to the rise In 
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prices.1 This view was endorsed by the Govern­

ment of Madras. 
Calc~ations recently made by the Government 

show that the raiyatt;a,ri revenue actually collected 
at the present time is less thar~ 10 per cent. of the 
,gross .rroduce.2 In fixing the final money rate or) 
each ~eld, al'owances are made for seasonal failnre 
..and various other agricultural risks. Remissions 
are granted, as a matter of grace. under executive 
instructions in cases 01 10S8 of crop. 

Much the greater part of the territories in the 
Bombay IJresideney came under British rule in 
1818. For some years, no definite plan of revenue 
management was adopted. In some parts of the 
Presidency, arrangements were made with t.he 
-headmen and other persons of influence for leasir"~ 

-certain tracts; in others, the old Mahratta village 
assessments were followed. This system of manage­
ment proved an utter failure. After 1822, the 
Government of Bombay began seriously to consider 
the merits and defects of the different land l'evenue 
-systems which had come into operation in the 
.other pr,Qvinces. It was ultimately decided to 
,adopt the raiyatwari system. 1.1he experiment did 
not succeed. The assessments were so excessive 
·that heavy arrears accumulated. The situation 

1 Resolution of the Board of Revenue, Madras, dated the 6th December, 
1900. 

I Madras Administration Report, 1921-22. 
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was dtlscriLed in an official Report in these words: 
"J1~very effort, lawful and unlawful, was m~de to 
get the utmost out of the wretched peasantry, who 
were subjected to torture, in some instanceEf cruel 
and revolting beyond description, if they would 
not or could not yield what was demanded. 
Numbers abandoned their houses, attd fled~ into 
the neighbouring Native States. Large tracts of 
land were thrown out of cultivation, and in some 
districts no more than a third of the cultivable 
area remained in occupation."l 

The principal features of the system which was 
evolved in the course of time were the following; 
Where any ancient proprietors, either middlemen 
or village communities, were found in existence, 
thAtr rights were respected. But, in general, the 
settlement was made with the raiyats. In 1835, 
a revision of the settlement of the Inrlapnr Taluka 
was taken in hand. This work was entrusted to 
Mr. Goldsmid and Lieutenant Wingate. A new 
method of classification was adopted, which was 
founded on till' capability of the land and the general 
circumtances of the areas. The experience gained 
at Indapur was then applied to other parts of the 
country. In 1847, certain changes were made, and 
the reformed raiyatwari sYcitem was introduced. It 
Was a field system. Its main features may be des­
cribed thus: Each raiyat was permitted each year 

l Administration Report of the Bombay Presidency for 1872-73. 
n.r.T. co 
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to cultivate what field he pleased and give up what ... 
he liked. All joint tenures and common responsibi­
lities were entirely abolished. The unit Of basis of the 
Bombay survey was an artificial field, or area, the 
size of which was fixed at what one pair of bullocks 
could plough up to double that size. rrhis varitld 
from 4 to 8 acres for rice cultivation and from 20 
to 40 acres for dry crops. The snrvey was followed 
by a classing. N umerout-l considerations were 
brought into aecount, which were classed under 
three heads, namely, distance from the village site, 
natural productive capability, and nature of the 
water supply. When the classing was completed, 
the amount of assessment was fixed, which was cal­
culated with a view to leaving such II, Aurplus to the 
cultivator as would render him capable of improv­
ing his circumstances, and extending his cultivation. 
The settlement was generally for 30 yel1fs.1 When 
revision settlements became due, no fresh classifica­
tion or measurement operations were undertahm. 

In 1865, the Bombay Survey and Settlement 
Act was passed. rt'his Act remained in force tOll 
its prov¥i0ns were re-enacted in the Bombay Lanl 
Revenue Code of 1879. rrhis Act contained a neVI 
provision whereby a right was reserved to the 
Government to take into consideration, in fixing 
revised rates, improvements effected by owners or 
occupIers. 

1 Moral and Material Progress Report, 1873.74. 
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In 1884, R,n executive order waR issued by the 
Government giving a general assurance that all 
improvements effected b.y occupiers would be ex·· 
et'hpted from taxation. In 1886, the objectionable 
provision of the Act of 187~ waR amended, and 
the following principles were laid down for,' the· 
guidance of settlement officers in fixing rates at 
the time of a settlement :-(1) that aSRessments 
would be revised in considerati.on of the value of 
hmd and the profitR of agriculture, and (2) that 
assessments would not be increased on account of 
increase in snch value and profits due to improve­
ments effected on any land during the currency 
of any previous settlement by or at the cost of the 
holder thereof.l 

Largo enhancements in the revenue demand were 
made at the revision of settlements which commenc­
ed in 1866. The assessments were generally heavy. 
Another cause of complaint was that the aSSC8S­
ments were placed beyond the jurisdiction of the 
Jaw·courts by the Revenue Jurisdiction Act of 1876., 
By this means the discretion of the settlement 
officers was made absolute. Sir Williard'" Hunter 
observed in the Governor-General's Council in 
1879: "The fundament,al difficulty of bringing 
relief to the Deccan peasantry is that the Govern­
ment does not l~ave enough food to the cultivator 
to support himself and his family throughout the 

1 Bombay Administration Beport, 1911.12. 
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year." In the closing years of the nineteenth 
century, many parts of the Bombay Presidency 
suffered severely from famine; and the Famine 
Commission of 1900 found that the Government 
revenue in Gujrat represented one-fifth of the grof'.S 
produce of the soil. In 1902 and 1903, therefore, 
the assessments were lowered in Gujra t.1 

Meanwhile, Mr. R. C. Dutt's letters had attracted 
the attention of the Government.2 The Government 
did not deny that large enhancements had taken 
place, but it held that these were justified. In thiR 
connexion, the Government laid down four criteria 
of moderation in assessments, namely, (1) the effect 
of the assessment on cultivation, (2) the eaRe with 
which it was collected, (3) itR relation to the net 
produce and to the value of land, ami (4) ito relation 
to the gross produce. Having discussed these cri­
teria the Government came to the conci,usion that 
the enhancements had "not resulted in excessive 
assessment." It further observed that the resisting 
power of the Deccan raiyat had considerably in­
creased.s 

1 R. C. Dutt, [ruNa in the Victor14n Age. 
, The Resolution which was issued bv ;,he Government af India in 

reply to Mr. Dutt was urafted by Sir Bamp£ylde Fuller. But it WllS 
thoroul('hly J"/wi~e(l by Lord Curzon. Lord Ronaldshay says, "It wtl.S 
reeogmsed as a notable State document, bearing the impress of a 
master hand-as, inueed, the most important pronouncement on land 
revenue policy since Lard Canning's famous scheme of forty years 
hefore for eonferrillg a ;freehold thoughout the country."-Life of Lord 
Ol/nan, Vol. II. 

• Lett,,}, from the GOlJernment of Bombay to the Government of India, 
dated the 30th March, 1901. 
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J n the revisions of settlement which have taken 
place in recent years, complaints have again been 
made of unduly heavy asses~mentr-. In pursuance 
of the advice of the Parliamentary Joint Committee, 
a resolution was passed by the Bombay Legislative 
Council urging that a committee be appointad to 
consider the question of regulating revision of assess­
nwut by legislation, and that "no rvvision be proceed­
ed with and new rates untler any revised settlement 
be not introd uced till the Raid logislation is brought 
into effect." A Land Revenue ABses;';rnent Commit­
tee was appointed; but the f'econd part of the re­
Bolution was ignored, and revjRiollS of sottlerlHmt 
were proceeded with in many talukas. The Com­
mittee published its report in ID27. rrhe Legislative 
Council pasReu another resolution recommending the 
enactment of legislation aftl'l' eonBiciel'ation of this 
report, anu urging that, pending- such 1()gis1ation, 
orders be isstted to the revenue authorities "nut to 
eollect the ar-sessments enhanced in revision aftl'J' 

the 15th March, 1!)2,f.." Unfortunately, no heed 
was paid to this resolntion, and the revision settle­
ments were continued.1 

A difficult situation aro:-;e at Baruoli in 1928. 
where it had been decideu to aRsess the land revenue 
demand at an enhanced rate of 22 per cent. 2 Objec­
tion was taken bv the residbnts of the talnka to this 

" 
1 Young India, dated t.he 14th June, 1928. 
• IMd. 
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rate on the ground that it was arbitrary and based 
on no accurate data. All efforts to convince the 
Government of the injustice of the new assessment 
having failed, a satyagraha movement was started, 
and the raiyats pledged themseh'es to pay no assess­
ment until either (1) the enhancement was cancelled, 
or (2) an iudependent and impartial tribunal was ap­
pointed to examine the whole case. l No attempt was 
made to redress the grievanCE:;. But, the Government 
relied on coereive measnres for the recovery of 
arrears of revenue. A non-official Committee, con­
sisting of seven members of the Bombay Legislative 
Council was formed to enquire into the grievance~ 
of the Bardoli cultivators. 1'hi8 Committee reported 
that the Government had adopted indefeIlsible 
methods in resorting to criminal law and t,hat thE:; 
attachments and distraints had in many eases been 
illegal. To prevent the recurrence of unbrtunate 
situations like that of Bardoli the Committee recom­
mended, inter alia, that the land revenue policy of 
the Government should be revised, that the principlb 
of assessment should be brought into line with the 
civilised notions of land tax prevailing in the vV' est, 
and that an appeal to civil courts should be ~lowed 
where the assessment was considered to be unsatis­
fa,ctory. 

1 The Settlement Officer proposed lin increase of 30.59 per cent,; the 
Settlement Commissioner reduced this to 29.03 per ce.nt., while the 
Government of Bombay contented itself with 21.97 pcr ccnt. 
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The Government afterwards appointed a Com­
mittee cOllsisting of two of its officers to consider 
the question. This Committee reported that the 
new assessments had been pitehed too high and 
that the Government had made a mistake irl 
proceeding with the re-settlement in the way 
it djd. The Governor of the 1)residel¥ly declared 
in the Legislative Council in .July, 1929 that 
the events leading up to the Bardoli emluiry 
opened up many grave and important Issues 
effecting not only the practice but abo the policy 
hitherto followed wit.h regard to revenue settle­
ments, and he announced that a sound und 
progressive measure of legislation would be 
placed before the Council at an early date. He 
further informed the Council that the Government 
"had nu intention of proceeding further with the 
Rottlements then penuing until theso could be re­
eonsidered in the light of any fresh decisions which 
might be arrived at. A meeting was held soon after­
wards at 1)00na at which resolutions were passed 
demanding the cancellation of all revision settle­
ments which had taken place since IP20 and the 
annovncement of a definite policy. A Land I,eague 
was formed with the object of educating public 
opinion on the question of the land reVClllue policy 
of the Government. Mr. V. B. Patel, in the course 
of the presidential address delivered on this occa­
sion, insisted that profits of agriculture, and not 
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rentals, should be the basis of aEsessing the land 
revenue. l 

Besides the miyafwori tenure, there are in the 
Bombay I)resiJency several special tenures, such af; 

taluqdo,ri, nwhwo,si, 1Ulhlul j(l'molJomdi, killdi, iZ(~fi.l,(, 

and innm. ffhe talllljdnri tenure exists in Gujrat. 
A tal1U/Ilo,r ii the absoluk proprietor of his estate, 
subject to the payment of tho Government revenue, 
which may be either fixed or subjeet to periodical 
reVISIOn. The mehwasi is also found in Gujrat. J t 
is a system of paying revenue in a lump sum for 
the village, the amount being fixod at the discretion 
of the Collector. The payments are made by joint 
owners of the villages. Udharl jamabandi is a fixed 
assessment, not liable to revision, on villages or 
groups of villages. The kho"i tenure is the holding 
of villages by khat.., or managers, who make annual 
agreements with the Government. lz(~fat tenures 
8,re held by persons who or whose an~estors former­
ly served under the Goyernment; and who pay 
revenue at concession rates. Inarns, j'aigirs, etc. arf~ 
tenures, wholly or partly free from assessmen~" of 
land allotted for services to the State or for the 
support of temples, otc.2 

Sind came into British possession in 1843. It 

I The best. method, aC!'0rdin!!: (() ]\.fr. Hhulahhai Desai, of arriving at. 
agricultural profits is hy Hsc(';·taining: the aetnal produce multiplied by 
its price and deducting th!' t'xp!'Ilses of agriculture .• He is further of 
opinion that no conrlusiolls should be based on sales and leases; these 
may be utilised as a mere clll'ck, but not as a standard. 

• Bombay, 1921-22. 
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was a,dministered by a special commission under the 
Bombay Go-vernment. The revenue system of Sind 
is somewhat different from that of the rest of the 
Bombay Presidency. The pl'13vltiling tenure is 
zernt'ndari. The smaller ;';/Jmi!ld(~T"; cultivate thb 
lands themselves, but tho larger zeminder::> receive 
shares of crops from the aetual cultivators according 
to immemorial custom prevailing in the different 
districts. 

No regular settlement operations wore commenc­
ed until 1855, and none were actually introduced on 
the right bank of the Indm; until 18G2, and on tho 
left until 1863. Until these dates the settlements 
were for short periods, without regular measnring 
and classing. The assessments W(~l'l' in some cases 
very heavy. In the regular settlements tho asscSH­

monts were rodnced. Money payments were sub­
stituted for payments in killd which had been in 
vogue in former times. Tho rates were fixed by 
the method of irrigational settlement, that is to /:lay, 
according as the land was watered by the inunda­
tion wheel, or the perennial wbeel, or by the rains. 
As the agriculture of Sind was dependent on the 
irrigation derived from the T nd us, the classing of 
the land had reference mainly to the facilities for 
obtaining water.] Thl:, perio(l of Hettlemont is 
normally for 20 years. 

1 ~Tide Jforal and Material Pro!Jress Hpporl, 187:]-74, and Bombay,. 
1921-22. 
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The province of Assam is composed of parts 
which present great divergences in history and 
in other circumstances. The two districts uf Sylhet 
,and Goalpara formed part of Bengal as acquired 
by the diwani grant of 1765, and large portions of 
these were included in the Permanent Settlement of 
1793. Some lands in Sylhet Werf) excluded from 
the Permanent Settlement, and these were known 
.as ilam. The ila,rn lands were first surveyed in 
1835, and the cultivated portions were settled with 
their occupants on a 10 years' lease, which was 
renewed from time to time. In 1869, a systematic 
re-settlement of the 'ilnm lands was undertaken, 
resulting in a considerable increase in revenue. 
The assessment was based on the ra-tes of rent 
paid by cultivators of similar lands in the neigh­
bourhood, subject to a deduction of 15 ptr cent. 
'The term of settlement was 20 years; the 
h,)lders had a permanont and heritable right of 
.occupancy, but the proprietary right remained 
vested in the Government. l rrhe ilam leases were 
extended till 1902, when these lands were resett,led 
for a further period of 20 years.2 

The district of CachaI' has a pe0uliar tenure of 
its own, known as miral5dwri. The characteristic 
feature of this tenure is that the estates are held 
in common by a voluntary body of cultivators, 

1 Moral a.rut Material J>rogre,~s Report, 1882-83. 
• Report on the Admin'istration of Assam, 1921-22. 
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often of different castes, tribes, and roligions, 
who are jointly liable for the revenue. The first 
settlement was made in 1838-39 for a term of 
five years, after a rough survey. A fresh survey was 
made in 1841-42, upon which was based a 15 
years' settlement, renewed for an additional term 
of 20 years. In 1875, a more elaborate survey 
was begun and a fresh settlement based upon this 
survey was concluded in 1883-84. The term was 
for 15 years. The tenure conferred was permanent, 
heritable, and transferable. 

'fhe land system of Assam proper, that is, the 
Brahmaputra valley, is 'l'niyatwari, modified only by 
the circumstanct3 that a contractor, styled rna,1lzadar 

intervenes between the Governnwnt and the actual 
~ultivators of the soil. l'he entire area, including 
waste land, is divided into convenient hlocks or 
revenue circles, known as rna,u::'.l1s. Each mauza 

formfl the charge of a rna.1J,zalinr, and subordinate 
to him are mandctls who are in charge of villages. 
The mauzadar is respunsible for the due payment 
of the revenue, and is paid a commission on the 
revenue collected by him. Besides the ordinary 
manzadari, there are two other tenures, namely, 
(1) chamua or lchirajlchat, which only differ from the 
ordinary tenure in that the holder has the privilege 
of paying the revenue direct to the Government 
without the intervention of a manzadar; and (2) the 
nisf-khiraj, a sort of resumed lakhiraj, which is 



460 A HISTORY OF INDIAN 'fAXATION CHAP. 

assessefl at half rates. The Z(},khiraj lands are 
entirely revenue-free. 

Prior to 1870, all miyatwwri lands were held on 
annual leases, but in that year a set of rules for the 

encouragement of ten-year leases was sanctioned by 
the Bengal Government, expressly declaring that 
holdings so settled shaulL! he heritable and trans­
ferable. These rules were, however, practically 
inoperative till 1883 when they were recast. It 
was then ordered that, the settlement should hence­
forth be docennial, wherever cultivati(,n was of a 
permanent charadeI'. At the same time, a trial 
was made of substituting tahwildars or Govern­
ment revenne-co]]cctors for rna11,zadars. rrlw 
principle of these rules of ] 870 was em bodied in 
the Land and Revenue Hcgulation of ] 886. 

A re-settlernent of a large part of the Brahma­
putra valh\y was effected in 1893-94. This was 
followed by t"ome disturbances due to the too abrupt 
imposition of higher rates. It gradually became 
apparent that the revenue demand was most un­
evenly distrihnted.1 On account of the havoc cam:ed 
by the earthquake of 18~J7, it was found necessary 
W grant some remissions from thB revenue demand. 
Re-settlemeUL uperations were inaugurat€d in 1902 
on a new system, known as the "soil-unit" system, 
by which the assessment of the land revenue was, as 
far as posible, fixed by the people themselves, with 

1 Report on the Administra#on of Assam, 1912-13. 
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reference to the popular estimate of the 1Clative 
values of the different classes of soils and of the 
relative natural advantages of the different areas. 
In none of the districts was the revenue demand 
greatly enhanced; in the Kamrup district, au actual 
abatement had to be made. 

The assessment was originally based on a simple 
classification of soils, which was adapted to the uni­
formly fertile nature of the valley. rrhe ordinary 
:3ystem does not prevail in the hill-tracts, but in 
some parts of them, a house-tax is taken in lieu of 
.assessment on the land. In 1803, however, a more 
detailed SYStAID of clasRification was introduced. 

Waste 'land tenures for tea cultivation form an 
important feature of the land Rystem of Assam. In 
this matter the policy of the Government has under­
gone several changes. l The total area of land 
in Assam beld under special termt; for tea cultiva­
tion is large. In addition, a considerable area 
·of land is held by tea planters under ordinary 
raiya,twari tenure in Assam proper and under 
mim8dari tenure in Cachar. 

1 Moral and Material Progress Report, 1882-83. 
The first rules, drawn up in 18:\8, sanctioned the grant of leases ~. 

not less than 100 nor more than 10,000 acres. One-fourth of the whole 
was revenue free for ever, the remainder was liable to varyinj.( rates of 
.assessment, subject to revision e,"TY 2] years. In 1854, a fresh set of 
rules was introduced. One-fourth or the area was still revenue free for 
.ever; the remainder was free for 15 years, to be assessed therea.fter at 
4!d. an acre for 10 year.3, and at 9d. an acre for 74 years more. In 
]854, an option was !;iven of redeeming the future assessment at 20 
years' purchase. The policy of selling waste lands in fee simple was 
mtroduced by Lord CflIlning in 1861, and modified in 18G2, and again 
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The,l revenue hiRtory of Burma presents many 
features which are entirely different from those of 
the other provinces. During the rule of Burmese 
kings, the taxes varied from place to place and 
from person to perlOon. In most places, however, 
cultivators paid a tax the amollnt of which was 
dependent on the number of p'oughs they mled. 
The rates diff("red according as they cultivated 
gardens, rice land, or dry Jane1. rt'he assessment 
was suppoRed to represent one-tenth of the value of 
the gross prod uee.] 

The plough-tax was continued after the annexa­
tion of Arakan and ~'enasserim by the British 
Government. Gradually, the area per plough was 
sta,ndardised, so that the tax became 11 tax on land 
rather than on the culivation, and the tax on a 
standard area of land passed naturally into a tax 
at acre rates. In TenaRserim, the earliest acre rates 
were supposed to repreRent one-fifth or one-fourth 
of the value of the gross produce. It should 
be noted that one distinctive principle of the rev<:mue 
in ]874. The price might either be paid down at once, or in instalments 
spread over 10 years, with interest at 10 per cent In 1876, the. policy 
of lea~es was reverted to. The term was for :-10 years, of which two 
~ars were revenue free. the rent thereafter rising }lrogressively to Rs. 25 
an acre. On the termination of the lease, the lana might be aRsessed at 
rates not higher than those prevailing for ordinary cultivation. These 
rules were revised and re-issued under the Land and Revenue Regu­
lation of 1H87. It was d(~cided <)ll a subsequent occasion that all leases 
of this dass which expired in 1912 or would expire later would be 
renewed up till 19:J2, on t,lIe 8ame eonditions as before, to~ether with a 
few additIOnal provisions; the rates of asseesment would be about 6 
annas per bigha. 

1 Report of tlte Committee on the Land Revenue System of Ewrma, 
1922. 
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systew of Burma from the commencement of Britsh 
rule was that no fixed contract was· made between 
the Government and the cnltivator regarding the 
assessment of any given area of land, hut acre rates 
were fixed at which each cultivator paili revenue 
according to the area of his cultivation. r:rhis. 
system has survived to the present day. 

The earliest rates ill Lower Burma were uniform 
throughout the whole of a revenue circle extending 
possibly over hundreds of square miles. In 1847,. 
Capt. (afterwards Sir Arthur) Phayre a,liopted as 
the area of uniform assessment the kwin, or a 
sub-division of the village tract. A series of 
experiments was next made with the object of 
substituting fixed for fluctuating assessments. 'l'wo 
systems were tried for some years, namely, the 
village lease aIld the individual lease. But with 

the opening of the Suez Canal antI the revolution of 
.agriculture in Lower Burma, both varieties of fixed 
assessment became unworkable. In 1879-80, there­
fore, fluctuating assessments were reverted to. 
These years marked the commencement of the 
modern period of settlement in Burma. In one 
matter of fundamental importance a marked depar­
ture was made from the previous system. It was 
decided that the basis of aBsessment should be the 
net, not the gross, produce of cultivation. The term 
'net produce', however, was at this time used in the 
sense of net profitE, which were regarded "as the 
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only legitimate fund from which the revenue should 
> 

be drawn." The standard proportion of the net 
profits which should be taken by the State was 
fixed at one-half a few years later. 

When Upper Burma, was annexed it was found 
that in these territories some lands recognised as 
royal lands, paid rent, but on others nothing in 
the shape of rent, revenue, or taxes was levied, the 
only general tax being thathameda. The rent on 
royal lands was ordinarily taken as it share of the 
,gross produce. After 11 great deal of correspon­
dence between the Government of India and the 
provincial Government, the net produce was 
adopted as the basis of assessment, excluding home 
labour from the cost of cultivation. One-half of 
t~e net produce was fixed as the share of the 
Government. 

Thus, for some time, two distinct standards of 
assessment were in force in the province, namely,~ 
half the net produce in Upper Burma, and half the 
net profits in Lower Burma. In the latter part 
,of the province, however, it was found that the 
nominal standard had never been attained. The 
-Government of India suggested that an approxima-, 
tion to the nominal standard was desirable as a 
safeguard against evils "so rife in India-the 
middleman, the rent-receiving landlord, the land 
grabbing and rack-renting money-lender." Shortly 
,afterwards, the Government of India expressed 
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the view that net profits were unsuitable as a basis 
of assessment becanse the definition rested on 
(lllantities which were praetically indeterminable 
tllld had been discarded elsewhere, and urged the 
adoption of the net prO!iUC(l al'; the basis. It was 
understood at that time, however, that the cost of 
cultivation should b~ calculated on tlw assumption 
that each holding was (Jultivated entirely by outside 
labour, hired cattle, purchased implements and 
sl'ed, etc. But later on it was decided to 
exclude the value of home labour from the cost of 
caltivation. The basis of assessme1lt thus became 
the value of the gross produce less out-of-pocket 
expenditure on cultivation. This, since 1900, has 
been the basis both in Upper and Lower Burma. 
l'he standard share of the revenue has, however, re~ 
mained unchanged. Tlw share was still one-half, 
but as even with a much more restri.cted basis the 
itf'SeRsment had not yet approached the theoretical 
rate, a provincial standard of one-fourth waR now 
prescribed for Lower Burma. 

In Burma, it has always heen the tradition that 
the assessment should flnctuattl with the annual 
~roduce of agriculture. The advantages and dis­
advantages of the system have been considered again 
and again., The earliest experiments in the direc­
tion of substituting fixed for fluctuating assessments 
wore maue in 1858-59, and for many years the issue 
remained in doubt. In 1880, however, it was , 

II.I.T. DD 
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. decided to revert to fluctuating assessments; and in 
• 

the directions issued to the settlement officers in 
that year it was laid down that, in calculating rates, 
an allowance should be made for fallow areas. 
Several modifications in detail were introduced 
later, but the system of fluctuating assessments on 
cultivated areas continues till the present day in 
Lower Burma. 

In Upper Burma, the people were habituated to 
a system of assessment more ela,~tic than that in 
Lower Burma. After itH annexation, the question 
of fixed assessments waR discussed and several 
experiments made. But the insecurity of harvests 
indicated that even an assessment fluctuating with 
t,he cultivated area would be immfficiently el&.stic. 
The choice seemed to lie between extensive rer.1is­
sions and a system of assessment on matured areas. 
In 1898, the Government of India san~tioned the 
latter method for adoption in the dry zone of Upper 
Burma. In practice, the system of assessment on 
matured areas l was extended to the whole of Upper 
Burma. 

Proposals were put forward to vary the revenue 
with the crop sown in Upper Burma, but they wer8 
negatived by the Government of India. It is now 
the general practice that a subsidiary crop shall 
only be separately assessed on rice land when the 

1 Report of the Committee on the Land Rerem.te System Of Burma, 
1922. 
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main crop fails, and that crop rates shall only; be im __ 
posed on permanent soil or where specially valuable 
crops occupy a limited but consirierable area. 

Land revenue in Burma is not only t.he assess­
ment on culturable land but includes also ta,uJI,9ya­

((IX, capitation tax and land rate in lieu therefor, the 
tha,thameda tax, water rate, and local cesses. The 
frMtngya-tax is a charge p!)r head or per household 
imposed in areas of shifting cnltivat,ion, usually in 
the hills, in lieu of land revenue . 

.A Committee, consisting entirely of officers of 
the Government, was appointed a few years ago to 
examine the land revenue system of Burma. This 
Committee submitted its Report in 1922. It 
discussed the whole quest.ion with great thorough­
ness and mad'e a number of recommendations. The 
most important feature:;; of the Report regarding 
the assessment of revenue may be de~cribed in 
these words: The Committee considered the net 
produce basis as defined in Burma as dangerous and 
misleading. It held the view that the principles on 
which the cost of cultivation was calculated were 
unsound, and that the manner in which they were 
applied was unsuitable. n, therefore, recommended 
that the basis of asseStiment should be t.he rental 
produce, that is, the value uf the gross produce le"~F; 

the true and full cost of cultivation, which would 
include an adequate allowance for all labour ex­
pended by the cultivator and his family on the land. 
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as fo~ the Government dem&nd, the Committee 
recom~ended that half the rental produue should be 
recognised as the maximum and not the standard 
as at present, while the existing demand should 
ordinarily represent the maximum, it being the 
duty of the settlement officer to find some point 
between these limits at which the demand might 
suitably be fixed. 1 

The land revenue amounted in 1792-93, the year 
preceding the Permalll'mt Settlement. of Bengal, to 
less than 4 crmes. In 1857 -[)S, Uw closing year of 
the Company's administration, it had risen to near­
ly 16 crOI'es of rupees. On the eve of thtl Montagu­
Chelmsford Reforms (1920-21), it stood at 31'97 
crores. In 1920-27, the amount of laml reVf~nue 

reached the figure of 34'88 crores, 
This increase has been due to addition of territor­

ies, extension of cultivation, and increased demand 
on the part of the Government. For a long time 
land revenue constituted the most important of all 
the resources of the State in India; but it now 
occupies the second place among the sources of 
revenue. In 1857-58, two-thirds of the State 
income was derived from the land, but at present 
land revenue represents less than one-fifth of the 
total resources of the country. 

Of the provincial resources the land revenue now 

, Report of the Committ6e on the Land Rerenue System of Burma, 
1922. 
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forms the largest item in most of the provinceSj' 
The shares of the different provinces in tHe land 
revenue collections of 1~)2G--27 were as follows: 
Madras, Rs. 6'22 crores; Bombay,H,s. 4'66 crores; 
Bengal, Rs. 3'11 crores; United Provinces, Rs. 6'87 
crores; Punjab, Rs. 3'21 crores; Burma, Rs. 5'22 
Cl'ores ; Behar and Orissa, Rs. 1'09 crores; Assam~ 
Rs. 1'66 crores; Coorg, l~s. '1t$ crore,,; Territories 
under the Government of India" B.s. '41 crores. 

The proceeds of the land revenue were divided 
between the Government of India and the Provin­
cial Governments till 1920-21. But, with the intro­
duction of the Montagu-Chelmsford l~eforms, land 
revenue has been transferred· entirely to the 
provinces. It has, however, so far been a reserved 
~ubject and administered by a member of the 
Executive Council in each province. In the new 
administrative arrangement" which arc likely to be 
effected in the near future, the subject win he 
under the absolute control of the elected represent­
atives of the people. It is to be hoped that the 
undesirable features of the system will then be 
removed and the whole syp,tem placed on a satisfac­
tory footing. 



CHAPTER VIII 

EXCISE 

§1PIRITUOUS liquors and intoxicating drugs were not 
absolutely unknown in Ancient India. Bnt their 
use was severely condemned by sages and law­
givers. During the Mahomedan period of Indian 
history, a tax on intoxigl!-~ts was levied. Under 
British rule, the excise systems have differed in the 
different provinces. .A short history of these systems 
from the early days of the Company to the last 
quarter of the nineteenth century is given below. 

In Bengal. during the period immediately pl'eeed­
ing the commencement of British rule, the excise 
duty was collected through the agency of the 
zemindars. This system was continued for some 
time under the Company's administration. In 1790, 
the Bengal Government determined, on moral 
grounds, to resume from the zemindars the right 
of collecting duties on spirits and drugs. The 
reason assigned for this step was that the immoder­
ate use of spirituous liquors and drugs "had become 
pl'evalent among many (If the lower orders of people 
owing to the ijlconsiderable price at which they 
were manufactured and sold." 

470 
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The Regulations issued between 1790 and 1800 
prohibited the manufacture or sale of liquors 
without a license from the Collector. A daily tax 
was levied on each still, and the officers were in­
structed to reduce as much as possiblfl the number 
oii licenses, and to fix on stills the highest rates 
which could be levied without operating as a prohi­
bition. In 1813, an attempt was made to introduce 
central distilleries in Jarge towns, but after a few" 
years' experience they were closed in all districts 
.except five, becalU'le they had not bAen productive 
of the advan.tages expected fro~ them .. M~~ 
182c1, the farming system was tried. This, 
in its turn, was found to be open to objec­
tion, as it led to an encouragement of commmption 
amI involved a sacrifice of revenue. From 1840, 
-changes were introduced which resulted in the 
general re-introduction of the out-still system except 
in a few places where central diRtillaries were 
.continued. 

In 1856, the excise law of Bengal and the North­
Western Provinces was consolidated and amended. 
The manufacture of spirit after the English method 
was confined to duly licensed distilleries, and the 
rate of duty on such spirit was fixed at one rupee 
per .,gallon. Collectors were to issue licenses to 
.any person for the mal..!lfacture of country spirit. 
'l'hey wer<3 also authorised to utablish distilleries 
for the rnanufadnre of country spirit and to fix 
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the limits within which no liquor, except that 
manufactured at such distillery, should be sold, 
and no stills established or worked. The levy 
of a tax or duty on licenses for retail sale was 
prescribed, and generally wide powers were given 
for the restriction and taxation of the trade in spir~ts 
.and drugs. 

In 1859 and the following few years, at the 
suggestion of the Government of India, the central 
distillery system was introduced almost throughout 
the province. But before the end of the decade 
numerous objections to this measure were forced on 
the attention of the Government. In 1871, it was· 
decided to re-introduce out-stills in certain places,. 
and after 1877 out-stills again became the general 
rule, central distilleries being exceptions. Tn 1879, 
the revenue authorities suspended the rule which 
had previously been in force limiting the capacity 
of each ont-still, and thus preventing the owner 
from manufacturing more than a certain quantity 
of spirit. Oomplaints followed that the change had 
cheapened the price of liquor and led to an increase 
of drinking. From the year 1880, the number of 
out-stills was reduced. In 1883, a Commission was. 
appointed, whose Report is regarded as a landmark 
in the history of excise administration in Indja .. 
The Commission recommended the re-introduction 
of the central distplery system into several large 
towns, the more effective regulation of the working-
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of the out-still system and the restriction of the 
eapacitie8 of stills and fermenting vats to sizes: 
sufficient to meet the local demand. In pursuance 
of the recommendation of the Cummission, the central 
distillery system began again to he re-introduced 
wh'-lrever there was a prospect of its being worked 
with satisfactory results.1 

When the territories in the Madras Prm;idency 
came under British admilliRtrati~, the excise system 
found there in fo~ce was the farming system. This 
was continued by the early British administrators., 
In the first decade of the nineteenth century, consi­
derable discussion took place regarding excise regu­
lations. In 1808, a regulation was enacted, which 
provided that the exclusive privilege of manufactur-· 

ing and selling a,rraclc should be farmed in each 
district. The out-still system was tried in a few 
districts, but was soon discontinued. By a regula­
tion of 1820 the law was amended so as to authorise 
the treatment of todd!! and other fermented liquors 
in the same way as spirits by allowing Collectors 
to retain the manufacture and sale Hnder direct 
management if deemed preferable to farming. This 
Jaw remained in force for over forty years, and 
under it the farming system was universal, with. 
the exception of the city of Madras. 

I The rates of duty variecl in the different districts of the province •. 
Broadly speaking, it may hi) said that th.e du ties w()re douhled het.ween 
]870 and 1889,-De.spat()h from the Government of lud'ia to the SecretuT1f 
Of State, dated the 4th February, 1890, Append~x H. 
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In 1864, Act III of that year was substituted as 
the excise law of Madras. The two main altera­
tions were the grant of power to levy an excise 
duty on the quantity of liquor manufactured instead 
of an annual payment for the farm, and the reser­
vation of the right to suppress the home manufac­
ture of fermented toddy where that privilege waH 
likely to be used as a cloak for illicit sales or dis­
tillation. The power granted by this Act was 
g'l'aunally extended. In 1884, fl. Committee was 
appointed to investigate the excise system, and its 
recommendations were adopted before the end of 
the year. Under the new system the monopoly of 
manufacture was let separately from that of sale, 
the former being granted on condition of payment 
of a fixed duty per gallon and that liquor Rhould be 
supplied to the shops at a fixed maximum rate, and 
the right of sale being given on payment of a 
fee per shop, or a number of shops, or on payment 
Dr: a fee determined by auction. After a short trial, 
this gave way to the system under which no mono­
poly of manufacture was established. The law was 
amended by Act 1 of 1866.1 

The rates of duty in Madras varjed in different 
.districts. Before 1884. no separate licensee's fees. 
werwevied in addition to the still-head duty. In 
that year. a committee was appointed by the Govern-

1 De.<rpatch from the Government of l ndta to tke Secretary of State • 
.datp4 the 4th February, 1890, Appendix H. 
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ment of Madras to enqui"re into the excise system 
of the province. The object of the enquiry was to 
raise the taxation on country spirit, which was 
then considerably below the import rate, up to that 
level. The Madras Abkari Committee agreed with 
th@) policy already announced by the Government of 
endeavouring to realise a '~JIlaximum revenue from a 
minimum consumpt.ion." They further observed: 
"Every right-feeling Government will do all that it 
can to increase tho taxation on intoxicating liquors 
up to that point (which may be called the limit of 
taxation) when the people, rather than pay the 
high price of liquor which can be had in licensed 
shop~, will tabl to illicit distillation and smuggling 
in each locality." 

In the Bombay Presidency, no revenue waR deriv­
ed Ly the Rtate from intoxicants during the earlier 
period of the Peishwa's rule; but in later years 
taxes seem to have been imposed on them. There 
was total prohibition in the cities of Poona and 
Nagar, drunkenness being regarded as a criminal 
offence. After the commencement of British rule, 
the tree-tax on date and brab trees was continued, 
as was also the farm of the monopoly for the manu­
facture and sale of mown.', spirit. In 1808, a new 
system was introduced ill Surat and Salsette, under 
which a tax was levied on ~ach still, the '!istiller 
having the right both to manufacture and sell 
liquor. In 1816, the central distillery system was 



476 A HIS'rORY OF INDIAN TAXATION VHAP. ,. 
introduced in Salsette and the city of Surat. In 
1827, the excise arrangements were consolidated. 
The main features of these arrangements were as 
follows: Central distilleries were maintained in a 
few cities such as Ahmedabed, Broach and Surat. 
a fixed duty per gallon being levied. In distriets 
where cocoanut, brab and date trees did not grow 
the right to manufacture and sell :.:;pirits was 
farmed. In most of the other districts where these 
trees grew, the monopoly of the retail sale of spirits 
and of the right to purehase spirits from Bhandarees 
was farmed. 

In 1837, a Committee was appointed to advise 
the Government on the steps to be taken to improve 
the excise administraLion of Bombay. fl'his Committee 
recommended the continuance of the farming system 
with modifications, such as reducing the number of 
shops and stills, and freeing raw toddy from any 
tax except the ground-rent on the trees. A Regu­
lation was enacted in 1851, which was found to be 
defective; and in the following year an Act was 
passed to remove these defects. In 1857, the Govern­
ment declared its future policy to be the letting 
by auction oheach shop, with its still, separately. 
In 1859, the duty at all the central distilleries was 
raised to one rupee per gallon. In 1864, an officer 
was piaced on special duty to collect information 
regarding the increase of intemperance and other 
cognate matters. The farming system continued 



VIII Ex,nsE 477 

till 1878. In that year, an Act was pa:,;sed which 
completely changed the excis~l system. 1'he farm­
ing system was aboli:-;hed, and the central distil­
lery system, with high rates of duty, was introduced. 
As in Bengal, the rates of duty varleJ iu the 
different districts of the Bombay Presidency. From 
1877 the rates of duty were steadily raised so as to 
approximate to those fixed for imported spirit::;. 

'rhe early history of excise in the N orth-We::;tern 
Provinces was the same as that in Bengal. 'rhe 
"Directions to Revenue officers" issued in 1838, 
.after the separation of the province of Bo~al, 
mentioned the central distillery system as an altel'­
native to the farming system. Act XXI of 1856 
authorisen. the establishment of that system. But 
it was not introduced anywhere. In 1859, tho 
Provincial Government, in reply to the reference 
f:rom the Government of India, oppm;ed the intro­
duction of the central distillery system. The 
methods then in force in the N orth-Western Pro­
vinces were the licensing of single stills, and also 
of shops on payment of fees fixed by the Collector; 
and the farming of manufacture and sale usually 
for one year for subdivisions on payttf~nt of rents 
fixed by public tender. 1'he Collectors had dis­
-cretion to resort to auctiol.l instead of tenders,. but 
this discretion was seldom useu. 

The view of the Provincial Government changed 
in regard to the central distillery system, and that 



478 A BlSTOIl,Y OF INDIAN TAXATION CHAP. 

sJstem began to be introduced in nearly the whole 
of the province from 1863.1 The licenses for retail 
sale were at first sold by auction. In 1867-68, in one 
district an experiment was tried in which the 
still-head _ duty was relied on as the main part 
of the tax on liquor, but licenses were granted 
to open shops on payment of a low fixed license fee 
at any place for which application was made. 
The experiment proved a financ1al su?cess, and 
in the following year the Exci8e Commissioner 
proposed that this plan should be tried everywhere. 
The proposal was approved by the Goy~rnment 
with a modification. In 1870-71, a change was 
made, and the following rule was laid down: "1'he 
Collector will fix the number and 10cbJity of the 
different shops, and determine their letting ,alue 
according to the advantages possessed by each. It 
is not intended that they should, as a rule, be put 
up to public competition; but competition may be 
resorted to by the Collector and taken into account 
in determining the sum at which each sh~ll be 
leased." This rule remained in force for many 
years, but the difficulties in the way of obta:ining 
accurate inf<'Srmation necessary to work the rule 
effectively led afterwards to the reversion generally 
to the practice of putting the shops up to auction. 

The experience of the working of the central 
1 The rates of duty were fixed at. 12 ann as a gallon for spirit of lower 

IItrength than 25 under proof aud one rupee for 8pints of higher 
strength. 
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distillery system from 1863 to 1870 proved that it 
• 

had been much too extensively introduced. In 
1871, the Government of the province expressed 
its conviction that smuggling for the sale of ,illicit 
liquor was going on to a very large extent in 
several districts.} A Committee was appointed in 
1877 to report on excise matters and, in accordance 
with its recommendat,ions, numerous measures were 
adopted for the improvement of the administration. 
'rhe "modified distillery system" was tried in some 
districts; but as it was found to be a failurA, it was 
abandoned. In Oudh, the central distillery f'ystem 
was uniformly adopted from the year 1861.2 

,/ 

In the Punjab, there was no regular excise 
Flystem during the Sikh administration. But in 
Keveral places a duty was levied in the shape of 
license feet;. For some years after the annexation 
of the province, the farming system was in force. 
In 1862-64, the central distillery system was 
introduced in every di~trict, and it continued, with 
a few minor exceptions.3 The rates fixed in 1862 
were raised in the following year. In 1877, the 
rates were increased still further. The levy of 

1 The rates fixed in May 1873 were Re. ] for strengths higher than 
25 and 8 as. for strengths lower than 25. In October of the same year 
these rates were raisoo to Ra. 2 and Re. 1 . 

• The still-head duty was fixed at Re. 1 for 8pirit of higher strength 
than 25 under prOPf and 12 annas on lower strengths, 

• The rates in 11362 werE: Rs. 2 per gallon for spirit of the strength of 
London proof and Re. 1-8 as. for spirit of the strength of 25 under 
prooL 
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license fees for sale, in addition to the still-head 
.duty, raised the total taxation of couqtry liquor per 
gallon to a v8ry high figure in the Punjab. 

In, Burma, the traffic in liqhor was altogether 
forbidden during the Burmese rule. On the annex·· 
ation of Upper Burma, the strong temperance 
principles of the people were recognised by tbe 
Government of India in a despatch sent to the 
Secretary of State in 188G. But thtl wishes of the 
Burmese people were not long respected, and it was 
decided to grant licenRes for the opening of shOi)1'\ 
for the sale of liquors "to Europeans, Indians and 
Chinese." The Burmese were prohjbited from 

'/ 
purchasing liqnol', and it was made ..... penal for the 
holder of a license to sell liquors to them. The 
law, however, was easily evaded. It was observed in 
a Government Report issued in 1893: "There can 
be no doubt that the prohibition is in practice 
inoperative. "1 

This brief historical review of excise administra­
tion in the different provinces shows that in no 
provInce was a consistent and continuous p01icy 
pursued. But, generally speaking, it may be said 
that the line of advance was from the farming 
system towards the central distillery system. The 
Government, however, thought that there were 
various reasons which rendered the central distil-

1 Report of the Bombay Excise Oommittee, 1922-23. 
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Jery system unsuitable in many parts of the country. 
The complaint waR frequently made that the excit'o 
policy of the Government had resulted in encourag­
ing the drink evil in India anu ha,d thus :peen 
productive of immense harm to the people. .. 

In 1886, the British and Colonial Temperance 
Congress of London submitted memorials to the 
Secretary of State and to the Government 
of India to the effect that habits of intemperance 
fostered by the fiscal system adopLed hy the Govern­
ment were greatly on the increase in India, that 
this was due to the extension of spirit licenses 
granted for the purpose of excise revenue, which on 
spirit had more than doubled in the previous ten 
~rears. The Government of India admitted that 
bhere had been an increase of revenue, but pointed 
out that this mainly had been due to the prevention 
of smuggling, increase of population, improved 
means of communication, and agricultural proR­
perity. 

In 1888, tho Secretary of State observed in a 
despatch to the Government of India that, in con­
trolling and directing the Indian excise administra­
tion, the Supreme and Provincial Governments were 
following and had followed the principle that as 
high a tax as possible should be placed on spirits 
without giving risB to illicit distillation. In the 
interest of the Indian people, he added, as well as 
in the interest of the Indian treasury the excise 

RI.T. EE 
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systems of India must alwaYE> be based upon t.wo 
considerations, namely" "(1) t~at an extension of the 
habit of drinking among Indian populat.ions is to be 
disqlturaged, and (2) that the tax on spirits and 
liquors should be as high as ma.y be possible without 
giving rise to illicit methods of making and seliing 
liquor." Subject to these' considerationR, the Secre· 
tary of State urged that, "as large a revenue aB 
possible should bl~ raised from a small consumption 
of intoxicating liquors." 

In 1889, Mr. Sarnllel Smith moved in the House 
of Commons a Resolution1 condemning the excise 
administration of the Government of India. In the 
course of the speech delivered by him on the 
occasion, Mr. Samuel Smith observed that there 
had been a deplorable increase of drin~~ng :u 
India. Mr. W. S. Caine, in seconding the Reso·· 
lution, said: "The worst and rottenest excise 
system in the civilised world is that .of India; 
the worst and rotten est of the various sy~tems of 
India is that of Bengal." A. long and interesting 
debate followed. Sir John Gorst, then Under­
Secretary of State, met the Resolution by a direct 

1 The Resolution ran thus: "That, in th"l opinion of this House, the 
fist-al ~)'stem of the Government of India leads to the establishment of 
spirit distilleries, liquor and opium shops in large numbers of p!aees 
where till recently they ne\'tJr existed. ill defiance of native opinion and 
the protests of the inhabitants, and that sueh inereased faeilities for 
drinking produce a steadily increasing consumption, and spread misery 
and ruin among the industrial classes of India, calling for immedia~.e 
al'tion on the part of the Government of India, with a view to their 
abatement." 
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negative. But the Resolution was carried by a. 
majority. f 

The Government of India sent a despatchl in 
] 890 to the Secretary of State in which it adm~tbd 
that an error had been committed in exten1~bng 
the 'out-still system after 1877 in Bengal, and 
especially in removing the limitation on the 
capacit,y of out-st.iJ1s. But it. asserted tllat there 
had been no increase in (lrinking in that province 
Bince 1884 ;2 on the other hand, there was evidence 
which tended to show that thoro had been a 
decrease. It also refuted tho charge that the 
British excise administration gave greater facilities 
for drinking than an administration based on prin­
ciples approved by Indian8 would do. It then 
pointed out the reasons fOJ' the existence of the 
different systems in the provinces. Lastly, the Gov­
ernment of India discussed th(~ objects and principles 
of excise administration. The Gu n.~rnmeDt of 
India observed in this connexion that, from lion 
historical point of view, the primary objects of an 
excise system were the raising of revenue and the 
regulation of the trade for police purposes. N () 
special difficulty was experienced in achieving the 

, Despateh dated the 4th February, 1890. 
• "One of the earlier effects," ol)served the Government of India. "of 

the spread of education and enli;;ht.cnment, in such c.ountriCf! all India 
may sometimes be an incrE'.a~e in lIli{'mperance: old checkll based on 
imaginary sanctions lose their power of reatraint-, and the rCHult is 
excess, But this result is, we believe, only t.emporary: education in 
time establishes more solid and enduring restraint.s against intemper-
1lI)!'..e than those which it destroys." 
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second object. In respect or the realisation of 
revenue, the principle to whieh the Government 
had given its adherence was to impose as high 
a tax as might be possible without giving rise to 
illicit practices. But, in the opinion of the Govern­
ment, there was no general agreement regarding 
the extent to which the Government should go in 
the direction of restricting the consumption of 
stimulants and narcotics. 

After pointing out the difficulties likely to be en­
countered in the adoption of a policy of restriction, 
the Government of India expressed the view 
that prohibition, even if desirable, "was impos­
sible" in India; and that local option was 
"impracticable," as it would tend to "throw the 
whole administration into confusIOn." It 811ic1 

further that the difficulty of ascertaining public 
opinion on the question of drink was very serious. 
The Government of India, after considering all the 
conditions of the very difficult problem, arrived at 
the conclusion that the only general principles 
which it was expedient or even safe to adopt were 
the following :-

(1) "That the taxation of spirit.Huus and intoxi­
cating liquors and drugs should be high, and in 
Borne cases as high as it is possible to enforce; 

(2) that the traffic in liquor and drugs should 
be conducted under suitable regulations for 
police purposes ; 
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(3) that the number of places at which liquor or 
drugs can be purchased should be strictly 
limited with regar(l to the circumstances 
of each locality; and 

(4) that efforts should be made to ascertain 
the existence of local pllblic sentiment, and 
that a reasonable amount of deference 
should be paid to snch opinion when as­
certained. " 

The Government of I mEa did nqt anticipate that 
the carrying out of this policy in a rational 
manner and with reasonable regard to the circums­
tances of the country would "lead to any loss of 
revenue."l 

Soon afterwards, a special Commission was 
appointed to investigate matters relating to the 
hemp drugs. ThA Hemp Drugs Commission ex­
pressed the VIew, that total prohibition of 
cultivation and sale was "neither necesl::!ary nor 
expedient." They recommended that a policy of 
control and restriction Rhould be adopted, the 
means to be taken towards this end being (1) taxa­
tion by a combination of direct duty and vend fees; 
(2) prohibition of hemp cultivation except under 
license; (3) limitation of the number of retail shops; 
and (4) limitation of the extent 'of legal possession 
of the drug:'!. The Commissjon advised that the 
methods adopted for carrying out these objects 

1 Despatch dated the 4th Febulf'ary, 1890. 
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should be svstematic, and, as far as possible, uni­
form; arM further, that a Government monopoly 
was undesirable for practical reasons. With a view 
to the adoption of the measures recommended, the 
Government of India took the necessary powers by 
an .Act passed in 1896, and laid down principles for 
the guidance of Provincial Governments. These may 
briefly be summarised thus: In regard to ganja and 
charas, the cultivation of the plant should be res­
tricted as much as possible, and a direct quanti­
tative duty should be levied on the drugs on il;sue 
from the warehouse in the province of consumption. 
In regard to bhang, the cultivation of hemp for 
its production ShOlllrl be prohibited or taxed, and 
the collection of the drug from wild plants permitted 
only under license, a moderate quantitative duty 
being levied in addition to vend fees. These prin­
ciples were adopted with local variations in all 
provinces. 

In 1898, Mr. G. K. Gokhale, speaking at a tem­
perance meeting held in England, said: "They 
(the Government) do not want to spread drinking, 
but they are interested in the revenue that arises 
from it, and that constitutes a serious difficulty 
in dealing with the question. rrherefore, the 
revenue authorities should not be the licensing 
authority~) My seoond point is that the system of 
putting licenses up to auction must be abolished. 
These are two important steps without which no 
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real improvement in the whole situation can be 
-effected." It is needless 'to 8~y that Mr. Gokhale's 

suggestions were quite sound. 
In 1904, Mr. (afterwards Sir) Frederick Lely 

wrote a memorandum in which he suggested 
tha.t the ultimate aim of excise adminiHtration 
.should be to put down drinking altogether; that, 
in the meantime. the Government should pay close 
~ttention to the locality of existing shops; that, 
except in special cases, the grant of licenses to 
open temporary shops at fairs and religious 

gatherings should be forbidden; that provision in 
liquor shops of accommodation for private drinking 
should be pl'0hibited j and that the practice of 
opening European liquor shops too frequently 
should be stopped. The Government reiterated its 
opinion thllt a total prohibition of intoxicants was 
impracticable, even if desirable, but impressed 
upon its officers that the growth or e~cise revenue 
was to be regarded as satisfactory only whGn it 
resulted from the substitution of licit for illicit 
manufacture and sale, and not from a general 
increase of consumption. 

The Government of India appointed an Excise 
Committee in 1905. - At this time, the policy 
followed by the Government was described In 

.. these words: 

"The Government of India have no desire to 
interfere with the habits of those who use alcohol 
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in moderation ;thJ •• s \. regarded by, them as outs.~de· 
the duty of., the S-overprhent, and it is necesse,ry 
in their opinion to make due provision for the 
needs of such persons. Their settled policy, 
however, is to minimise temptation to thoRe who 
do not drink, and to discourage excess amclong 
those who do; and to the furtherenc« Qi .this 
policy all considerations of revenue must be ~bso­
lutely s,~bordinated. The most effectivo method of 
furthering this policy is to make the tax upon liquor 
as high as it is possible to raise it without stimulat­
ing illicit production to a degree which would 
increase instead of diminishing the total consump­
tion, and without driving people to substitute 
!1e!lj~e.rious drugs for alcohol or a more for a less 
harmful form of liquor. Subject to the sltme 
considerations, the number of liquor shops should 
be restricted as far as possihle, and their location 
should bo periodically subject to strict examination 
with a view to minimise the temptation to drink 
and to comform as far as reasonable to public opinion. 
It is also important to secure that the liquor 
which is offered for sale is of good quality a.nd 
not necessarily injurious to health.'~ 

Among the most important of the measures 
recommended by the Committee and approved by 
the Government of India. were advances of taxation 
in many cases, the further concentration of distilla­
tion, the extended adoption of the contract distillery 
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system, and improvements i,the preventive estab·­
lishments and in the staff tor controlling. distilleries 
and warehous~s. The Oommittee sngg~s'ted, among 
other things, the replacement of the then existing 
excise law by fresh legislation on the lines of the 
Madras Abkari Act. Legislation, following 
generally on the lines of the Committee's recom­
mendations, was Hoon afterwards nndertaken in the . . 
varIOUS provlllces. 

An investigation was carried out by Major (after­
wards Sir Charles) Bedford, intu the .9.~~~~'y, 
manufacture, and excise control of a.lcoholic 
liquors in India. His report tonded to show 
generally that such injury to health as might arise 
in India from alcoholic indulgence was dne purely 
to ~xcessive consumption, and not to any specially 
toxic properties of any particular kind of liquor', 
and sought to prove that the commonly prevailing 
idea that cheap imported spirit W113 specially 
pernicious was unfounded. So, too, the idea was 
wrong that out-still spirit, and spirit produced by 
the crude processes in force in simple central dis­
tilleries, were materially worse in quality than 
even the better classes of imported spirit, or than 
spirits made in India by European methods. 

An advance in the direction of consulting­
public opinion more systematically regarding the 
number and location of shops was marked by the 
orders passed by the Government of India in 1907 
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as to the administration of excise in the larger towns. 
The licensing autllority in India, outside the Presi­
dency towns, was the district officer; the orders in 
question provided for the formation in the Presi­
dency and other large towns of small committees, 
including revenue or police officers and municipal 
representatives, to advise the licensing authority. 
The extension of the system outside the larger among 
local towns, as to the possibility of which the 
Government of India was doubtful, was left to the 
discretion of Provinciai Governments. A return laid 
before Parliament in 1911 showed that nearly 200 
.committees had been appointed up to tha,t date, many 
of them with non-official majorities. The formation 

t()f such committees was undoubtedly (;\ move in 
I the right direction. But complaints werA not 
infrequent that these committees were uusatisfac­
tory in respect of person"nel and that their powers 
were extremely limited. 

rrhe whole subject of excise was reviewed at length 
by the Government of India and Local Governments 
in HH3-14. The principal points in this review 
were as follows: The excise revenue on opium was 
,chiefly derived from duty and vend fees. Hemp 
~ultivation was restricted and controlled, and a duty 
and vend fees were levied. Oharas was now 
prohibited in some districts, and elsewhere was 
subject t9 a high duty. The habit of cocaine taking 
_had for some years past become common among 
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certain classes in the larger towns of Burma, 
Bengal, Bombay, the Punjab: and the United 
Provinces. Any person found in possesRion of the 
smallest quantity without a license was made liable 
to punishment, but large quantities were smuggled. 
A-conference to consider measures for the suppres­
sion of cocaine smuggling was held at Delhi in 
November 1914.1 

In 1917, the Government of India, in a despatch 
to the ~ecretary of State, reaffirmed the policy laid 
down in 1889. It pointed out that since 1905-6 
country liquor shops had been reduced by 7,788, 
opium shops by 2,380., and shops for the retail sale 
of hemp drugR -by 1,516. Toddy shops had abo 
been reduced to the' extent of 11,150. rrhe Govern­
ment of India protested against the unfairness of 
charging Government officers with greater consider­
ation for public revenue than for the well-being of 

1 The following table shows the excise revenue in 1915·16 under t·he 
diffcrent heads: 

License and distillery Fees and Duties for the sllle of Drugs and 
liquors derived from 

£ 
B:l7,740 

4,441,(i82 
1,523,10iJ 

424,76.'! 
577,135 

Foreign LilJ.uors 
Country SPIrits 
Toddy and Pachwai 
Opium and its preparations 
Othcr dru~s 
Other DutIes, etc. on Indian Consumption of 

OpiUm, etc. 
Ganja 
Fines, Confiseations, MiscellaJ1~us 

Total Revenue 
Charges 

Net Revenue 

950,656 
369,653 

37,190 

8,632,209 
470.740 

8,161,469 
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the people. In a subsequent letter to the Provin­
cial Governments the Goverr..ment of India 
reiterated the policy laid down in 1905 and indicat­
ed the general measures by which effect was to 
be given to it. 

A fresh chapter was opened in the history of the 
excise duties with the introduction of the Reforms. 
The n.on-cooperation campaign led to a shrinkage 

5n excise revenue and gave an impetus to the 
temperance ni-ovement. But, unfortunately, the 
impetus did not last long. In most of the legislu­
til'e councils, resolutions were passed urging the 
adoption of a policy of restriction in the matter of 
excise.' In some provinces, prohibition was adopt­
ed as the ultimate goal of excise policy. In 
Bombay, an Excise Committee was appointed m 
1922. The Committee submitted their Report in 
1~23. They urged that the Government "hould 
declare the total extinction of excise revenue as the 
goal of its excise policy. 

The other main recommendations made by the 
Committee were: (1) local option should be adop~ed 
as the first step towards the attainment of the goal; 
(2) the policy of rationing the quantity of liquor 
supplied to shops, with a gradual reduction in the 
quantity issued to each, should be adopted; (3) no 
new license should be granted in any locality for 
the sale of country or foreign liquor; (4) all "on" 
licenSEIA should be abolished at the first opportunity 
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:as soon as the old licenses would expire; (5) the 
policy of reducing the number of shops should 
be more vigorously pur:suerl; (6) the constitution of 
the excise advisory committees should be improved 
and their ip.nctions should be clearly defined and 
.enlarged ; 1 (7) the excise advisory committees should 
be granted the power of determining the location of 
shops; (8) in all indw'ltrial areas, the liquor and toddy 
shops in the immediate vicinity of mills and facto­
ries should be closed; (9) slwpR selling liquor in 
all taluka towns should be closed on market and 
fair days; (10) the policy of reducing the con­
sumption of opium by increasing its price should 
be continued; (11) gan.ia and bluu~g should be 
prohibited within a period of 10 years; (12) 
instruction in temperance should be given in schools. 

On the queiltion of finance, the Committee calcu­
lated that there would be an 6yentual deficit of 3 
-orores in the revenues of the province if tho 
consumption of liquor and toddy was finally 
abolished. To make up this deficit, the Committee 
recommended the levy of the following t.axes which 
might be expected to yield the amounts shown 
against them: Succession duty, Rs. 50 lakhs; 

1 Mr. Dhanjibhai Dorabji Gi!<i.er, Sec.retary, Bom.bay Temperance 
Council, observed: "The advisory comm~t,t,ee8 CO!.;stlt~ted at present 
are nothing if not farcical, 8,S so aptly descnbed by tilr DllIs.haw Wa('ha 
in his blunt outspoken language: It.i~ high time that the~r use~ulnesB 
be increased by the granting of additIOnal power~ especlally III the 
-direction of opening of new shops, transfer and eloswg of old ones and 
inspecting the existing oneR." 
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totalizator, Rs. 20 lakhs; taxation of "futures", 
Rs. 50 lakhs; increase of local fund cess, Rs. 30 
lakhs; tobacco tax, Rs. G lakhs ; employeo tax, Rs. 
40 lakhs; transit tax, Rs. 20 lakhs; terminal tax, 
Rs. 50 lakhs. 

The steps taken by the different Provincfal 
Governments were satisfactory so far as they went. 
But there was a, darker side to the.picture. The 
Excise CommiHsioner in Bombay in his Report on 
the Administration of the department remarked in 
1924: "The increase in crime, however, shows that 
more illicit liquor was consumed, but to what extent 
the one is replaeing the other, it iFl not easy to say. It 
cannot, llOwever, bo controverted that illicit liquor 
is making headway against licit liquor, arJd the fa0t 
that, in spite of reduced consumpt:ion, the licensee 
can make a present of Rs. 19 lakhs over last year's 
license and vend fees, leads to more than a. 
suspicion that he is becoming the ally of the 
illicit distiller". The Excise Commissioner 
concluded by saying that the growth of illicit 
distillation, illicit importation and the transiti9n to 
hemp drugs and denatured spirits were very 
alarming aspects of the situation.1 

In the last year of the East India Company's 
administration, the excise revenue amounted to 

considerably less than a crore of rupees. But 
after that date the income derived from this 

1 Imlia in 1924-25. 
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source substantially increased decade by decade. 
The revenue in each of the decennial years was 
as follows: 1861-62, RA. 1,78,61,570; 1870-71, 
Rs. 2,37,44,654; 1880-81, Rs. 3,13,52,260; 18!-)O-91 
Rs. 90,58,030; 1900-01, Rs. D,90,58,030; l!)}O-ll,. 
Rs~ 10,54,54,715; 1920-21, Rs. 20,·1.3,65,35\). In 
1926-27, the last year for which complete figures. 
are available, tho total revenue derived from thie 
source was Rs. 19,82,68,363. This was distributed 
among the different provinces as follows: MadraH, 
Rs. 5'10 crores; Bombay, Rs. 4'09 crores ; Bengal~ 
Rs. 2'25 crores: United Provinces, Rs. 1'30 crores; 
Punjab, Rs. 1'24 crores ; Burma, Rs. 1.33 crores ; 
Behar and Oril:lsa, Rs. 1'97 crores; Central Pro-

~ 

vinces and Berar, Rs. 1'35 crOl'es; .Assam, Rs. '71 
crores ; Coorg, Rs. '3 crores; territories directly 
under the Government of India, Rs. '41 crores. 

The details of excise revenue f0r the year 1926-27 
were the following: License and distillery fee8 and 
duties for the sale of liquors and drugs, Rs. 15,6[)~ 
11,347 ; acreage on land cultivated with poppy. 
Rs. 10,743 ; transit duty on excise opium, Rs. 1,05~ 

761 ; gain on sale proceeds of excise opium and 
other drugs, Rs. 2,60,72,950; duty on g(tnja. 
Rs. 1,17,18,468; tines, confiscatIOns and miscel­
laneous, Rs. 30,58,787; recoveries of investments, 
Rs. 19,275; profits from Government commercial 
undertakings, Rs. 19,52,767 ; recoveries of indirect 
charges, Rs. 75,736 .. 
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The incidence of excise taxation per head of the 
population in 1926-27 was as follows: India, 
general, 3 as. 5 p.; Baluchistan, Re. 1-6 as. 5 p. ; 
N orth-Western Provinces, 3 as. 6 p. ; Madras, Re. 
1-3 as. 4 p.; Bombay, Rs. 2-1 a. 10 p. ; Bengal, 7 as. 

, "., .. 

gp. ; United Provinces, 4 as. 7 p.; Punjab, 9 'as. 
7 p.; Burma, Re. 1-0 a. 1 p.; Behar and Orissa, 
9 as. 3 p. ; Central Provinces and Berar, 15 as. 7 p. 
Assam, 15 as. 2 p. ; Delhi, Re. 1.0 a. 1 p. ; Coorg, 
Rs. 2-0 a. 2 p. 

The Taxation Enquiry Committee make certain 
recommendations for regulating the excise system. 
The most important of these are as follows: 
(1) In t~e case of country spirit, a system of supply 
thl'oug~·a managed monopoly, such 0,8 that of 
contract supply, should be extended wherever 
possible, and the rate of duty should be raised 
in Behar and Assam; (2) in the case of foreign 
liquors, in lieu of vend fees being imposed in t,he 
shape of additions to the tariff rate, a definite 
increase should be made in the tariff itself; (3) in 
the case of country-made foreign liquors, the tariff 
rate of duty should be levied; (4) in the case of 
fermented liquors, the tree-tax· sY8tem should be 
extended wherever possible, but only under rigid 
and systematic control; (5) a system of contract 
.supply or managed monopoly should be introduced 
in the case vf hemp drugs; (6) opium cultivation 
.should be restricted, the stock of the article reduc-
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ed, the duty made uniform, and the auction system 
abandoned; (7) a. special enquiry should be institut· 
ed into the results of prohibition of ganja, and 
partial prohibition of opium. 

These re¥9ffimendations are of a very ~alt~?g and 
}iesU~ting charact~r. But the reason is not far to 
seek. As the Taxation Enquiry Committee point 
out, the excise revenne, together with the customs 
receipts on imported spirits, represents a total sum 
of about 22 crores of rupees, while in one province, 
namely, Beh~r and Orissa, it represents no less than 
40 per cent. of the tax revenue of the province. The 
Committee emphasise that a policy of prohibition 
involves not only the extinction of excise r~venue, 
but the effective abolition of drink and drug~: both 
licit and illicit. In order to achieve this object, to 
the direct loss of revenue amounting to 22 crores of 
rupees will have to be added the cost of the 
preventive force and a large increase in the expfms­
es of the administration of the courts and gaols. 
Thus the pursuit of a consistent policy of prohibition 
will involve the exploitation of every alternative 
source of possible revenue. l 

India is a country where the people are ab. 
stainers by habit, temperament, and tradition. 
Natfl~ally, the excise policy pursued by the Govern­
ment till 1920 was the subject of severe criticism 
by the enlightened public. With the~ansfer of 

1 Report, Ohapter VU1. 
FF 
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excise to ministerial control, however, considerable 
departures. have taken place. But a proper hand­
ling of the question is not eo easy as seems at first 
sight. While there is a sincere desire on the part 
of the popular representatives to prohibit the use 
of intoxicants, there is not the same 'eagerness to 
levy fresh taxes in substitution of the excise 
revenue. A re-distribution of. financial resources 
may help to ease the situation to some extent. But 
a large degree of courage and fores~ht will be 
needed for a real solution of the probl~m. 



CHAPTER IX 

MINOR TAXES 

OF THE minor sources of revenue, the best known 
and most widely levied tax in the days of the Bast 
India Company wa~~r. The term, however, was 
one of somewhat variable import. In the accounts 
of certain ~rts of Bengal for the year 1771, for ins­
tance, we find taxes on cotton, betel-nut and tobacco, 

-~ .... , ~., .... 

duties levied on the manufacture and sale of cloths, 
dues collected from boats plying on rivers, bazar 
collections, fines, and licenses for the sale of intoxi­
cating drugs and liquors included in the list of sair 
taxes. l The Bengal Revenue Commissioners of 
1776-78 described sair as rents and taxes which 
were "uncertain in their amount, and annually 
liable to considerable variations." 2 According to 
Thomas Law, sair implied all duties levied by the 
i:jaradar 8

, exclusive of land revenue. The author 
of British India Analysed thought that the term 
included every kind of impost except the land 
revenue "levied chiefly on personal property, fluc-

1.Fort William Consultatio'fll/, 30th May, 1771. Ms, Records oj 
Bengal, 

• Extract from the Report of Anders~~, CrofteB and Bogle in 
Harington's Analysis ?f the Bengal Re.fJulahons, Vol.1Jl. 

.. Farmer of land revenue. 
499 
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tuating and uncertain in its amount", "of an un­
settled, precarious nature, ascertainable only at the 
close of the year", and embracing "almost- the 
whole system of taxation in ~urope."l He further 
expressed t,he view that the total amount of these 
imposts never exceeded one-tenth of the"" puBlic 
income in any part of India.2 

On the 11th June, 1790, the so,ir duties were 
resumed by the Government of Bengal, and it was 
laid down that no JaniJholder, or other person of 
whatever description, should be allowed in future 
to collect any tax or duty of any denomination, but 
that all taxes should be levied on the part of the 
Government and collected by officers appointed 
for the purpose. As, however, these imposts were 
of a very vexatious nature, it was decided on the 
29th July, 1790, to abolish all duties, taxes, and 
other collections coming under the denomination 
of sair, with the exception oE the Government and 
Calcutta cu'Stoms, pilgrim taxes, the abkari tax, 

1 British India Analysed, published in 1793. Part I, Ch. III. 
• The author adds: "They were thought of such little aecount to the 

State, so oppressive in their nature for thfl most part to the poor, conse­
,!uently so repugnant to the principle.! of the established as well as 
every other system of religioIl, that the wife of the politic Alamghir, the 
last great Emperor of the Hindusthani rJWe Ilf Timur, abolished by edict 
seventy of these several articles of taxation; though the selfish levity of 
the prince and a degree of refractoriness of Faujdars and Jaigirdars. 
whose fiefs continued to be valued without abatement, according to 
jlima kavil, or old standard assessment, which included recently 
prohibited aiJwaiJs, combining with the subsequent disorders of the 
hmpire, virt~y prevented then, and even smce, the carrying into 
effect the royal mandate, which remains an historical record of what 
ought to be done in policy and humanity, but could not be realised by 
the equivocal benevolence of an eastern despot." Pt. I, Ch. ITl. 
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collections made in the ganjes, bazars and hats, 
and rents paid to landholders under the denomina­
tions of phallcar, bankar, and jallcar. Compensations 
were granted on a c .. lculation ()f the average net 
produce of past years. 1 

·Ev~n after the abolition of the tax in Bengal, 
the term was retained in the Finance Department. 
The revenue derived from saltpetre in 'l'irhut was 
regarded as a sair collection. The pilgrim taxes 
were often placed under this head in the accounts. 
In Madras, the transit duties were often designated 
sair duties. So also was a small amonnt of 
revenue derived from cardamum. In fact, all 
inconsiderable collections from miscellaneous 
sources were lumped together under this head. In 
the Bombay Presidency, originally, a great variety 
of sair was collActed. The income consisted of a11 
items of demand not forming any portion of the 
land rev.enue or the revenue derived from customs 
or salt. The sair duties were abolished in most or 
the provinces in 1844. The abolition gave great 
relief to the people. The revenue collected under 
this head in the last year of the Company's rule 
was a mere trifle, namely, £268,360. 

Another well-known tax was WJ}tur/.a..~ It was 
inherited from the Mahomedan system of adminis­
tration. This tax seems to have been levied generally 
on artificers and. manufacturers. In the Madras 

1 Harington's Analysis orthe Bengal Regulations, Vol. III. 
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Presidency, it was imposed on all weavers, car­
penters, metal workers, and salesmen. l Originally, 
it was confined to only certain parts of this 
Presidency; but it was made' general in 1832. 
The rate of the impost varied from place to place. 
The tax fell more heavily upon the poor than upen 
the wealthy. ,It operated everywhere as a dis­
couragement to industry, while the discretionary 
ppwer under which it was collected afforded a wide 
field for inquisitorial visits and extortion.2 The 
revenue derived from this source sometimes formed 
part of the item "Small Farms and Licenses", 
and was sometimes shown under the head 
'Customs'. Another tax of the same nature as 
moturfa was viBavadi. Its incidence was also 
similar. It was levied in the Ceded DistrictI:'! of 
Madras. Not very dissimilar was bullooteh, a tax 
levied on the fees received in kind by the village 
artisans from the cultivators. 

Moturfa and bullooteh were abolished in the 
Bombay Presidency in 1844. Taxes akin to these 
had been abolished in Bengal as early as 1793. But 
the question of abolishing these ta::x;es in the Madras 
Presidency gave rise to much .~orrespondence 

between the authorities in India and those in 
England. At first it was thought that the evils of. 
the system might be minimised by a modification of 

• Vide AppendiirJ D to the Report of the Lords' Committee, 1853. 
S Ibid. 
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the rates and a change in the mode of collection. 
Subsequent1y, however, it was found that the 
abuses were inseperable from the taxes themselves. 
In 1853, the Madras Government urged the abolition 
of these taxes, the Governor dissenting from the 
re$olu'tion. In 1855, Lord Dalhousie recorded a 
Minute in which he condemned these taxes and 
expressed the view that they should be abolished 
"wholly and unreservedly". But, at the same time. 
he suggested that the abolition might be deferred 
till there was a substantial improvement in the 
nnancial position of the country. Three members 
of the Governor-General's Council. however, urged 
the immediate abolition of the taxes. The Court 
of Directors considered the arguments in favour of 
abolition to be irresistible, and in 1856 they 
-convtJyed to the Government of India their 
authority to abolish these taxes at such time and in 
such manner as might seem expedient to them.1 

The Mutiny delayed the abolition. In 1857-58, the 
motwrfa taxes yielded a revenue of £107,826. In 
1859, Sir Charles Trevelyan again condemned the 
-continuance of ~hese taxes. They were abolished 
in 1861. 

During the early years of the Company's 
administration, variuus small taxes were levied. 

1 For a fuller account of the views of the G1>vemor-General and of 
the Court of Director;;, Bee the author's Indian Finance in the Day. 01 
the Company, pp. 252c5.'J. 
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One of these wa~_r.a]uulari,(W an inland toll collect­
ed at different chaulcis,l on account of merchandise 
carried to the market. As this impost was exacted 
at an indefinite rate, according to the discretion of 
the zemindars or the officers of the Government, it 
was intolerably burdensome to the poorer classes.of 
the people. This tax was abolished early along with 
the other transit duties levied by the zemindars. 
Akin to rahada,ri was gali mangan, a boat tax. 
This was abolished in 1771. There was a wheel 
tax levied in Born bay which was oppressive but 
yielded little revenue to the State. There were 
ferry funds for the repair of roads and maintenance 
of ferries across rivers. These funds, though really 
local in character, were sometimes applied to the 
goneral purposes of administration. Pulbwndi and 
pushtabandi collections were made for the construct­
ion and repair of bridges and embankments. 

Various taxes were imposed for purely local 
purposes. In Calcutta, there was a tax on houses. 
At Benares, the attempt to levy a house tax led to 
passive resistance, and the tax was withdrawn. It 
was, however, successfully introduced in a modified 
form in several towns of the North· Western Pro­
vinces. A resistance offered at Bareilly was 
quelled.2 

1 Stations on the roads for collecting duties. 
~ For an account of the two movements at Benares and Bareilly, 800 

Wilson, Historv of India, Vats. I mui IL 
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Taxes were, on some occasions, levied for specia.l 
purposes by the Company. In Bengal, a police tax 
was imposed in 1793. It was collected from 
Indian merchants, shopkeepers and traders through­
out Bengal, Behar, and Orissa. The aSAessment 
and collection of the tax were, however, found to· 
give rise to much fraud and exaction. It was,. 
therefore, decided jn 1797 to abolish the tax. 

Pilgrim taxes were collected at some of the great 
temples of India as well as at the largo religious. 
gatherings which were held from time to time at 
holy places. As early as 1809, a strong Minute 
was recorded by a high officer of the Government 
condemning the pilgrim taxes generally and urging 
their abolition. In 1814, the Commissioner of 
Cuttack urged the abolition of the pilgrim tax 
levied at Puri. The Government, however, declin­
ed to accept these suggestions. The subject was 
again considered in 1827. But on thic occasion 
also, it was decided to continue the taxes. Mean­
time, the principle of these taxes had excited 
much reprobation in England, under the belief 
that these taxes had tended to identify the British 
Government with the idolatrous practices (If the 
Hindus. 

In 1829", the Governor-General consulted the 
officers in cbarge of the districts in which these· 
taxes were levied. Their opinions differed, and 
Lord William Bentinck, while considering the, 
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principle of the taxes objectionable, thought it 
inexpedient to repeal it. In 1831, he wrote a 
Minute in which he expressed the view that it was 
the bounden duty ot a Government ruling over 
Hindu and Mahomedan communities to protect and 
.aid them in the exercise of their harmless religious 
rites. He, therefore, considered a tax on pilgrims 
just and expedient, and thought it proper that 
the income derived from this source should be 
.applied in the first place to the repair of temples, 
.and that the surplus should be applied to the 
.construction of roads and rest·houses. In] 832, 
the Court of Directors sent a Despa.tch to the 
Governor-General in Council, in which they ex­
pressed their desire that the pilgrim taxes should 
everywhere be abolished. But they obsel'ved that: 
much caution would be needed in giving effect to 
the decision and that the desired end should be 
reached by several stages. In 1839, the Governor­
General in Council intimated to the Directors his 
decision to carry out their wishes in the Presidency 
.of Bengal at once. A law was enacted in 1840, by 
which all taxes and fees payable by pilgrims resort· 
ing to Allahabad, Gaya, and Jaga.nnath were 
.abolished.l . 

Another obsolete tax was the parulbJri nf the Cen-. .... ..... 
tral ProvlDces. It wa.s a speClal impost handed 

1 The taxes imposed at present in many placel of pilgrimage are of a 
.different character. They 1!-1'4'I purely local. 
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down from Maharatta times. The pandhri was 
orginally supposed to be a house tax, but it really 
resembled a lice~se-t~x. Whe~, t~erefore, license, 
taxes were leVIed In 1877-18 In many of thel 
provinces in order to create a famine insurance\ 
fund, it was decided to devote the collections 
from pandhri to this object. Originally, the pandhri 
was levied in only seven districts, but it waR 
subsequently extended to the othep districts of the 
Central Provinces. The pandhrl was abolished 
in 1902. 

A considerable amount of revenue was at one 
time raised under the head 'Provincial Rates.' This 
head was first introduced in 1877-78, under which 
were entered the receipts from the special taxation 
imposed on the land in 1877. In 1878-79, local 
funds previously accounted for separately were 
brought into the general account under the head 
'Provincial Rates.' The taxes includeJ in this 
category differed in the different provinces, and 
were assessed for various purposes. They were 
collected with the land revenue, but were separate 
and distinct from it. In the temporarily settled 
provinces the rates took the form of a percentage 
on the land revenue. In Bengal, they were levied 
by a rate \iP.9y~e rental and were payable partly 
by the landlord and partly by the tenant. The 
purposes to which they were devoted were, among 
others, roads, schools, hospitals, district post, village 

Ii' 
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services, village police, canals, and local railways. 
The largest item under the head was the general 
cess for local purposes. Then came the cesses for 
village purposes, such as those for village account" 
ants, etc., in the North-Western Provinces and the 
Punjab, and for corresponding functions in Madras 
and the Central Provinces.? 

In Bengal, there were the Road Cess levied under 
Bengal Act X of 1871 and the Public Works Cess 
levied under B~ngal Aet II of 1877. The former 
was a local tax, but the latter was a tax originally 
levied for general purposes. The Road Cess and 
the Public Works Cess were to be asse'Ssed on the 
annual value of lands and on the annual net profits 
from mines, quarries, tramways, railways, and 
other immovable property. The rate at which 
each.s>i these taxes was to be levied for anyone 
year was not to exceed half an anna on each rupee 

1 In the Resolution issued by the Government of India on the 16th 
Ja.nuary. 1902, it observed: "The support of this village staff has been 
a charge on the community from time immemorial. In the Central 
Provinces and Bombay watchmen are still remunerated, according to 
the ancient custom, by grants of land and by fees collected by them 
directly from the pcople. Elsewhere they are supported br the 
proceeds of a cess to which in somoJ provinces, non-agriculturists, 
not 1lIJ'easonably subscribe. The headman is a functionary of more 
im}l9rtance in ryotwari than in zamindari villages; and ex:cep~ in 
Madtas, Sind, and Coorg, his remuneration in ryotwari Provinces 
has been accepted in whole or in part as a charge upon the land 
revenue which he collects. In the zamindari Provinces (the UnitOO 
Provinces, Central Provinces. and the Punjab) the 'proprietor of 
a village is also its headman' but where there are sever8.1 sharers 
in the proprietorship of a viiI age, one or more of their number 
represent the remainder and have a right to a commission on the 
revenue payable through them, the rate being generally 5 per cent. 
This represents a communal arrangement of very long standing." 
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.0£ the annual value or the annual net profits. The 
proceeds of the Road Cess in each district was to 
,be paid into the Dil:itrict Road Fund. But the 
proceeds of the Public Works Cess was to be paid 
into the public treasury, and was to be applied 
(I)" to the payment of contributions to the District 
Road Fund at the discretion of the Lieutenant­
Governor, and (2) to the construction charges and 
maintenance of provincial public works, and to , 
the payment of interest on capital expended on 
such works. There was also a cess for the district 
postal service, known as the zemindari dak cess, 
yielding a small amount of revenue. l 

The patwari cess levied in the North-Western 
Provinces was abolished in 1882-83 but, owing to 
financial exigency, was re-imposed in 188H-90. In 
this year, the total receipts under the head 'illovin­
,cial Rates' amounted to Rs. 3,40,34,330. In 1904-06, 
many of the cesses levied under the head were 
abolished, including the village service cesses in 
all the provinces. The distrjct post cess in Bengal 
,and Eastern Bengal and Assam was abolished in 
1906. Besides, some of the petty appropriations 
formerly made from the local funds were disdonti­
nued. The income shown under the head ihus 
gradually diminished. J n 1910-11, it amounted 
to £554,373. In 1913-14, owing to the surrender 

1 The incrl'ase to both sides of the Account caused by this alteration 
"IV as about £2,8030,000. 
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of the Public Works Cess to the District Boards in 
Bengal and Behar and Orissa, a further decrease 
took place. The appropriation by the Government 
from local rates for the payment of the rural police 
in the Agra province was discontinued in 1914-15. 
In 1920-21t.,the revenpe under "Provincial Rates» 
amounted to Rs. 6,33,025 only. From the follow­
ing year, this head disappeared altogether. 

Of the taxes which have now ceased to be levi­
ed, the so-called "famine cesses" deserve atte~tion. 
In order to provide means for defraying expendi­
ture incurred in connexion with the relief and pre­
vention of famine, the Government of India thought 
it necessary in 1877 to effect a permanent increase 
of the revenue. In its opinion, there were two 
classes of the community on which the duty of 
contributing towards the prevention of famine mo!"e 
spectally fell. License taxes, as we saw-in 8. preyious 
chapter, were imposed on persons engaged in trades 
;imd''Professions. But it was also thought desirable to 
impose additional taxes on the community deriving 
its sustenance from the land. "The mere fact," said 
Sir John Strachey, "that the agricultural classes 
constitute by far the greater portion of the popula­
tioll and when famine occurs, form the great 
majority of those who require relief, is alone suffi­
cient to show that these classes ought to pay their 
quota of the sum required for their own protection." 

The N orth-Western Provinces Local Rates Bill 
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was introduced lD the Governor-General's Council 
on the 27th Decemher, 1877. Ttis Bill provided 
that every estate, in which the settlement was 
liable to revision, should be liablFl, in addition to 
the then ~xisting rate, to an additional rate not 
ex~eeding 1 per cent. An ~state of vWich the land 
revenue was not liable to periodical revision was 
made subject to the payment, in addition to the rate 
of t'.Vo annas for each acre under cultivation, of a 
further rate not exceeding half an anna. l 

In Qud?, the Chief Commissioner was given the 
power to impose on every estate a rate not exceed­
ing 2! per cent. on its annual value. In the 
Punjab, all land was made liable to the payment of 
a rate not exoeeding eight pies for every rupee of 
its annual value. In the Central Provinces, every 
estate was made liable to a maximum rate of 1 per 
cent. on thfJ annual value. In the course ~f the 

'. speech made' by him on this occasion, Sir John 
Strachey observed' that he was aware of the 
objections which had been, and would be, urged 
against ~he imposition of fresh taxation on the class 
interested in the land. Claims had, for many years 
past, been made to the effect that the settlemQnt o~ 
t,he land revenue had debarred the State fronl im­
posing additional burdens on the land; but such 

1 These famine rates were to be paid by the landlord independently of. 
and in addition to, the land revenue assessed on the estate and the rates 
and ceeses already in force. 
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~claim,s hwi, in his opinion, pe~n argued. out. The 
• "'lIII'"'-:, ..... " 

decision had been declared to the effect that the 
State had an undoubted. right to impose on persons 
in possession of income derived from land, taxation 
separate and distinct from the ordinary land 
revenue, in, order to meet the natural growth 
·.of the publie requirements, local or otherwise . 

• ,. ~'J ' ..-

He reminded the Council that the Secretary of 
·State had said: "The levying of such rates 
" upon the holders of land irrespective of the ati1:>unt 
-of their land assessment, involves no brea~ of faith 

" ....... 
,upon the part of the Government, w ether a~ 

regards holders of permanent or tempor~rY! 

tenures." , 
1'wo objections were urged against these famine 

rates, namely, first, that the land was unable to 
bear the additional hurden which was sought to be 
thrown upon it, and secondly, that -the proposed 
rates were merely an addition to the land revenue 
,demantJ. and thus constituted a hreaoo of the 
engagements made at the time of settlement. In 
regard to the first objection, it was sai~ on behalf 
of the Government that, although the ctU;ivatorS\ 
'were poor, the landholders were in a flo..-islrlng 
·cotdi~ion and that the burden of the land revenue 
which fell upon them had become progressively 
lighter. One of the official apologists for these 
measures, Mr . .A.. Colvin, who afterwards rose to 
-the position of the Lieutenant-Governor of the 
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N orth-Western Provinces observed: \~'I agree 
~ith the" honourable member in charge of the 
Financial Department in ~~murring to the next 
step in the argument, which ifS, that imposing 1 
per cent. upon the landlords will make the culti­
vators poorer. The class which is tax~ is that of 
lan<led proprietors, of men who live, not by culti­
vating th~ soil, out by enjoying the rent which it· 
paid for its occupation by the actual cultivator." 
It w6ttld have been a good thing if this statement 
had been. a corr~ct one. But under the provisions 
of the lftfi;· the landholders were permitted to 
$hift a large part of the burden to the tenants. 
Sec. 5 of the North -Western Provinces Local 
Rates Act, 1878 ran thus: "The landlord may 
recover, from every tenant of land on which such 
rate or such further rate has been assessed, and 
for the payment of which the hndlord is liable, an 
amount equal to one-half of the rate or fur~her 
rate asses(1ed on the land held by such tenant;Jl > 

The legislative measures proposed for Ondh, the 
Punjab, a~c,l the Central Provinces were also of a 
~imilar .cf!aracter. These Bills were taken into .... 
conside~tion and passed in February, 1878. 
Doubts were expressed in the Council as te"'tll.e 
Iltcessity for imposing fresh taxation, but little 
<>pposition was offered to the provisions of these 
Bills. Outside the Council chamber, however, 
great dissatisfaction was expressed in regard to 

B.I.T. GG 
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these measures. In Oudh, as in the North­
Western Provinces, a portion of the burden 
fell on the tenants. Every landholder was given 
power to realise from an under-proprietor, or a per­
manent lessee, or a tenant with a right of occupanoy. 
a share of .the rate bearing the same propot'tior. 
to the whole rate that the share of such 
under-proprietor, or lessee, or tena:Qt:f;lore to half the 
annual value of tluch land. In th'e Punjab also~ the 
landholder was entitled to recover a share of tho 
rate from the ter.ant. In the ~tJtral Provinces, 
where the ml1Zgu,zari system prevailed, the addi­
tional rate fell upon the tenants. 

These additional rates on land were not levied 
in Bengal, because in that provincE! there had 
been imposed, in the course of the previous £e 7.; 

years, a charge of £600,000 in the shape 01 
local rates. of which £300,000 had been assigned 
to the Government of India as a permanent contri­
bution. It was also decided not to 41evy these 
rates in the Presidencies of Bombay and Madras. 
In the case of these provinces, the reason for the 
decision was twofold. In the first place, ,after two 
ye~rs of severe famine, the agricultural olasses of 
Southern India were scarcely in a condition to bear 
any increase in thel.l' direct contributions to the 
State. But the second reason was"perhaps the more 
important one, and it was that, quite independently 
of the requirements. of the Government on account 
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of famine, it had become necessary to Increase 
the salt duties in those Presidencies. 

All sums due on acconnt, of the rates imposed 
under these Acts were made rt~coverable as if 
they were arrears of land revenue. The pror,eeds 
of ~ll these rates were credited to the Provincial 
Governments, w:hich were authorised to appropriate 
such atnol~nt~ ~~s", the Governor-General in Council 
misJIt direct, fo~ the purpose of increasing the 
revenues available for defraying the expendi­
ture incurred' )<.for the relief and prevention 
of famtne III their respective territories or 
in any other part of British India. In some 
provinces, the additional rates were consolidated 
with the previous rates, and in such case8, the 
Provincial Governments were given the power to 
make allotments out of the proceeds of the rates 
for local improvements. 

The financial condition of the Governnlcnt of 
India havf~g become prosperous in the early years 
of the twentieth century, the famine cesses levied 
in the United Provinces, the Punjab, and the 
Central Provinces were abolished in ] 905. These 
cesses at the time of their abolition produced about 
£150,000 a year. 

In the list of existing ~ources of revenue stamps 
occupy an important place. The revenue from 
stamps is 8, complex item in the Indian accounts_ 
It consists of seyeral kinds of small fees levied by 
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the Government, in the form of impressed or 
adhesive stamps, upon litigation! and oommercia) 
documents. As a matter of fact, as has beel! 
rightly pointed out, "stamp duties do. pot them­
selves constitute a separate tax, butf.a~ a method 
of collecting taxes of various kirtds." " "\ 

A stamp duty was first levied in<.ij~~al.}n 1797. 
The main object was to make g604 the d~£icitmcy in 
the public revenue caused by the withdrawal of the 
police tax. Discouragement of litigatiort was also 
one of the subsidiary objects kept in view in enact­
ing Regulation VI of 1797. The rates fix~ ·..,-ere, 
jn the main, as follows: Land paper~, varying from 
two annas to one rupee; pleadings, from four annas 
to two rupees; copies of judicial and reven11\~ 

papers, from four annas to one rupee, according 
to size; obligations for money, from four annas to 
one rnpee; customs-honse rawannas, from four . 
annas to ten rupees,. sanad.<; to kazis, twenty-five 
rupees. The reverme derived from sta~ps in the 
first year of the imposition of the tax was only 
£1,975. The amount of revenue having proved 
inadequate, new rates were fixed in 1800, and the 
us~ of stamped paper wag further extended. 
Various modifications were made in Wie stamp law 
between 1806 and 1813. In 1814, the old rules 

1 There are also other fees on litigation' when levied in cash. instead 
of by stamps, theyeome under the h~ 'law and justice' ; where they 
are levied on documents of title, they come under 'registration'. 
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were rescinded; and Q. new and uniform set of 
stamps, as well as a reVi~ed rate of ad. valorem 
stamp duties, was established.1 Ftfrther modifica­
tions took place in the course of the following 
decade. 1n 1824, the duties were altered and 
ex~nded. Tn 1826, the stamp duties were for the 
first tim~ madeJeviable in the town of Calcutta.2 

·t··, ~~ .... ~.". ~", 

In Madras, ittamp duties were first imposed jn -...-... ... 
1808. The object of Regulation IV of that year 
'Was "to ~ discourage the preferring of litigious 
complaints." Another Regulation was enacted in 
the .cptll"se of the year, which was based on B~ngal 
Regulation VII of 1800. It levied stamp duties on 
copies of judicial and revenue papers, ;ra1Va'nna~ 
.issued from the customs department, licenses for 
the manufacture or sale of intoxicants, instruments 
for the transfer of property and for payment or 
receipt of money. In 18IG, st.amp duties were 
extended ~to papers relating to commercial Jell,lings, 
such as 'bonds and bills of exchange, as also to 
deeds, leases and mortgages. Varioug other amend­
ments were made in the law in subsequent years. 

A staUlp tax was introduced into the ~0ll!Eay 
Presidency in 1815. The main purposes for which 
Regulation ~IV of that year was enacted were 
the improvement of GOYArnment revenue and the 

1 Harington's ArJiysis of the Bengal Re.'lulations. 
• This gave rise to a strong agitation on the part of the European 

merchants of the city. 
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facilitation of the uespat~4 flf b~siness in the law­
courts. This Regulatiorr #'Was modelled on Bengal 
Regulation I of \8~4. Tl;I." law relating to stamps 
was amended for the Bombay Presidency in 1827. 
1831, and 1849. 

The revenue derived from stamps increased 
slowly but steadily. The increase wa~' particularly 
marked in BengaJ and the Ndrth-Western Pro­
vinces; in Bombay. it was substantial, while' in 
Madras it was stationary. '~ • ,. i 

The law relating to stamps in force in India w~s 
consolidated in 1860. .Act XXXVI of that yea!' 
repealed all the Regulations of the Q,'itrerent Presi­
~encies. This .Act gave place two years later to 
Act X of 1862. Various other .Acts ware passed 
during the next sixteen years. A rE:vision of 
stamp law took place in 1869. This Act was 
repealed by .Act I of 1879, which, in its tilrn, was 
superseded by Act II of 1899. 

Several amendments· of the Act of 1899 have 
since taken place. In 1910, the Government 
found it necessary to impose additional taxa.tion, 
and one of the measures adopted for the purpose 
was an increase in the statlp dnties on the issue 
of debentures, share warrants to 4marer, transfers 
of shares and debentures, agreements for the sa~e 
of shares and debentures and secq,rities, bills of 
exchange and probate. The increases in the rates 
of duty were not very large. Bengal .Act V of 
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19J1 enhanced thep.uty on certain 'classes of 
instruments by 2 per' ~t, for the improvement 
of the city of Calcutt~:' In 192~ and 1923, the 

I·, 

legislative councils of the variolls provinces passed 
provincial Acts by which thoy substantially en­
ha.nced the· stamp duties for the purpose of Voug­
menting ppovincial resources. By the Indian 
Finance Act of 'i.927, the stamp duty on cheques 
I}nd qn bills of exchange payable on demand was 
8boli~hect. 

The stamp revenue is derived from two main 
classes of stamps, namely, non-judicial and judicial. 
In the early ~ears of the Company's administration, 
no tax was levied on litigation in India. BtJ-b: 
in the last decade of the nineteenth century, it 
was considered desirable to levy fees in order 
to meet the expenses of the judicial establish­
ment. 

A Regulation was enacted in Bengal in 1795 for 
imposing institution fees in civil suits.1 This fee 
was amalgamated with the stamp dnties levied 
by Bengal Regulation VI of 1797. Duties on 
criminal suits were imposed by Regulation X of 
1797. Duties were lev~ed on applications for review 
by a Regulation enacted in 1798. These Regulations 

1 Regulation XXXVII provided that, at the time of institution. of 
-every original suit· or I1rpeal, a fee should be paid at ~he followmg 
rates: In the court 0 a Munsif, 1 anna per rupee, and III the courts 
()f European judges, on 'the first fift,y rupees, 6j pcr cent., the rate 
gradually dimmishinl!; as the value increased. 
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were repealed or amended. ip ~ubsequent years. In 
Madras, the first R~gula~ion levying judicial fees 
was passed in 1182., This· Was amended by various 
Regulations enacted in the cohrse of the next 
half-century. In Bombay, the earliest Regulation 
was that enacted in 1802, which was subsequcnt;ly 
amended by various other Regulations.1 

Court-fees continued to be regulated along with 
other stamp duties till 1870. In that y~r, a 
separate piece of legislation was undertaken to 
deal with judicial stamps. The Court Fees Act of 
of 1870 is still in force, though several amendments 
~ave been made subsequently. Fe~ are levied 
ad valm'em in some cases, while in others fixed fees .. 
are charged. They are collected by stamps. These 
are impressed or adhesive, or partly impressed and 
partly adhesive. 'rhe feeR are different in the 
High Courts and the Courts of Small Causes at the 
Presidency towns. Besides, fees are levied on pro­
bate, and letters and certificates of administration. 

On the eve of the introduction of the Montagu­
Chelmsford Reforms, the question arose as to the 
allotment of stamps as a source of revenue. The 
authors of the Joint Report ~ggested that judicial 
stamps should be made over to the provinces, but 
commercial stamps should be retained by the 
Central Government. The Meston Committee 
recommended ,that both sorts of stamps should 

1 ""'e Basu, Court-fees and Suits Valuation Acts. 
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• constitute sources of provincial revenue. The Par--

liamentary Joint Committe~. agreed with this recom­
mendation; and under the Devolution Rules, non­
judicial stamps became provincial, in addition to 
judicial stamps, subject to legislation by the Central 
Legislature in the former case.1 

The Devolution Act of 1920 empowers the 
Provincial Govern.ments to fix the rate~ of court­
~ees ~ithin their respective juris<1ictions. Since 
then, some of the provinces have found it necessary 
to revise the rates of court-fees in order to provide 
larger resources to their Governments. 'rhe 
financial difficulties which followed the intro-· 
duction of the Reforms also compelled sev~ral 

Provincial Governments to apply to the Governor­
General for sanction to the proposed' legislation 
for enhancing the stamp duties. The Governor­
General reserved certain iteI1ls for centrallegisla­
tion and allowed the Provincial Legislatures tn deal 
with the rest. Thereupon, duties on many of the 
items were increased. 

1'he Taxation Enquiry Committee devote con­
siderable attention to the question of stamp duties. 
They point out that aJ} important limit to their 
imposition lies it;! the fact that, beyond a certain 
stage, their productivtmess begins to diminish. 
Excessive rates not only retard business, but defeat 
their objeet by tempting persons to resort to, 

I Schedule, PQ;'1't IL 
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evasion. In their opinion, the prindipal guides t6 
~he rates of stamp duty are: (1) the point at which 
'the value of the convenience or utility attaching 
to the use of a particular k'lnd of transaction 
approches the amount of the stamp duty involved; 
{2)·the point of diminishing re~urns, or, in other 
words, what the traffic will bear; and (3) the point 

. at which hardship on any class of the community 
is involved. On the whole, however, the Com­
mittee consider that the Indian Stamp law fulfils 
its purpose satisfactorily: They do not, there­
fore, recommend any drastic changes, but merely 
'8uggest some alterations in the details of the 
.system. . Inter al·ia, they urge that the issue of a 
.contract note be made compulsory in stock and 
produce transactions, and that the duty on conttact 
notes be raised to 4 annas for every Rs. 10,000, 
subject to a maximum of Rs. 40. In the case of 
produce exchanges, they ~press the view that 
the taxation of "futures" is not only practically im­
possible, but that it. would be undesirable to 
recognise t!lese gambling transactions and to 
.attempt to secure a revenue from them. 

The Taxation Enquiry <J.ommittee point out the 
>difficulties which arise in connexion with adjust­
ments between provinces when the duty is paid in 
-one province on account of another. They also 
refer to the difficulty which has arisen in the 
matter of the unified postage and revenue stamps 
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oetween t,he d'overnment of India and the provm­
ces. They, therefore, come to the conclusion tha~ 
uniform legislation jand uniform rates are desirable: 
and suggest that commercial stalilpf.l should be made 
over to the Central Governmellt. To this proposal 
th@re are, however, various objections, the most 
serious of which is that it will cripple the resources 
of the Provincial G ovornments. 

The Taxation Enquiry Committee point out that, 
in several instances, the court-fAes are inadequate, 
while in others these are excessive. They, there-

" fore, consider it necessary to undertake a thorough 
revision of the Act of 1870 and its schedules. 
With regard to probate duties, the Committee 
point out that duties on inheritance are levied in 
most countries, and that, as a form of taxation 
which falls pre-eminently upon accumulated wealth, 
they have found special favour with democratic 
thinkers. In their Qpinion, the objections which 
have been urged against inheritance taxes in the 
past are not valid to any great extent. They, how­
ever, express the view that a succession duty is 
impracticable in India, but a duty on the lines of 
the English Estate I)Jty, which may initially 
take the form of a transfer or lllutation duty on 
death, is more practicahle. This involves represent­
ation of the deceased. The existing law provides 
for representation in certain cases, but is limited to 
particular comm unities. The taxation which the 
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existing law invol ves is, ill the ~pinion of th'e 
Committee, very inequitable in its incidence. The. 
Committee, therefore, recommend its modification 
and extension to all communities. They do not 
find the law ·()f the Joint Hindu family an insuper­
able further obstacle. The "raxation Enqu)ry 
Committee further recommend that legislation 

. dealing with this question should be undertaken 
by the Centwal Legislature. 

The reyenue derived from stamps for the whole 
or India was less than half a crore of rupees in 
the last year of the Company's rule. But. 
the changes made in the law relatipg to this subject 
in the following decade led to a l:rge er.hancement 
of the reven,ye. After that period, the income from 
this source steadily increased until in 1:120-21 it! 
stood at 10'95 crores. The additions to the rates 
of stamp duties which were made in Bengal, 
Bombay and some of the ~er provinces during 

. . 
the early years of the reformed system of adminis-
tration, caused a further substantial expansion in 
the yield of this resource. In 1925-26, the revenue 
from stamps amounted to Rs. 13'65 crores. Subse­
quently, however, the additional rates were taken 
off in those provinces which showed surplus budgets. 
In 1926-27, therefore, there was a slight shrinkage 
in the income derived from this source. In the 
following year, however, there ,was a recovery, and 
stamp revenue stood at Rs. 13'57 crores. 
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rfhe income derived from judicial stamps amount­
ed ih 1927-28 to Rs. 8'65 crores, while that obtaised 
from non-judicial stamps was Rs. 4'92 crores. The 
.shares of the different provinces i.n Rtamp revenue 
in 1927-28 were: Madras, Rs:'2'GO cr~res; Bor~bay, 
R~. 1'75 crores; :nengal, Rs. 3'46 crores; United 
Provinces, Rs. 1'71 crores; Punjab, Rs. 1'18 crores; 
Burma, Rs. '70 croreR; Behar and Orissa, Hs. l·bg 
crores; Central Provinces and'l3erar, I!. '65 crores ; 
Assam, Rs. -23 crores;· Territories 'under 1{he 
-Central Government, R~. '27 crores. Thus at the 
present moment stamps constitute one of the most 
important resol,lfces of every Provincial Govern;. 
ment, while in one province, namely Bengal, this item 
forms the largest of all the sources of p€venue.1 

Registration fees form a considerable source of 
revenue for all the provinces. rfhe system of 
registering titles and other deeth of importance in 
India dates from the ~sing years of the eighteAnth 
century. A Regulation on the subject was passed 
in 1799 by the Government of Bombay, and between 
that year and 1827, when the law was consolidated, 
no less than ten enactments found their way on 
to the local statute-book. It was found that it was 
.conducive to the preservation of titles to immovable 
property, and would greatly facilitate the transfer of 

1 Of tho total amount of stamp revenue, Rs. 2'21 crores is oOlltr~buted 
by ju~icial stamps, amI Rs. 1'25 orores by non-judicial ~ta?lps. Thi!' f!lot 
led Sll' .John Simon. Chairman of the Statutory CommisSion on Iudlan 
Reforms, to remark'tWit Bengal lived on the proceeds of litigation. 
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such property by sale, mortgage, gift, or otherwise, 
if.iI4.., rElgister were kept in every district, and if 
deedE> entered therein were to be allowed preference 
to an extent that would give the holder an interest 
~. pt~senting them for registra~ion. At the same 
time, a general register, relating to the same tefri­
torialunit, was prescribed for all other deeds, obli­
glt~ons and writi:r:gs, in order to provide for the 
record of copies o{s~ch docnments, and thus afford 
,ciliti~tor proving them in case the original 
Happened to be lmt or destroyed, a contingency by 
no means unlikely in the ordinary conditions of 
Tndian life. 

The question was not taken np, except in the 
Western P.Jflsidency, until 1864,' when a general 
Act was passed by the Governor-General in COUnt~il 
relating, to registration. This was foliowed by 
sbveral amending Acts. In.J877, the law on the 
subject was consolidated. The registration law 
was affected by the Transfer of Property Act of 
1882.~ The provisions of the law relating to regis­
tration were consolidated by the Indian Registra­
,tion Act of 1908 which, however, did not make any 
substantial change. The administration of this 
important department is conducted through a pro­
vincial Inspector-General and a staff of local ins­
pectors. The actual work of registration is per­
formed by a large establishment of sub-registrars 
a fe,.,. of whom are attached to each sub-
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division. The District Officer is usually the regis­
trar for his territor:ial charge. 

Registrp.tion is compulsory in some cases and 
optional in others. Registered, dOCllments thus fall 
into two classes. The first class consistsbf (i) ac~ds tl~ 
gift and other non-testamentary documents (includ­
ing receipts) affecting immovable property tlf a 
certain minimum value; and (i~ leases, of immovibie 
property for fairly long terms.' "Registration is op­
tional in the case of (1) deeds of gift ofi!nmovabt 
property and other nop-testamentary documents 
(including receipts) affecting immovable property of 
a certain maximum value; (2) leases of immovabM 
property for a term not exceeding one year; (3) docu­
ments affecting movable property; (4) ~ills or deeds 
of adoption; (5) deeds, bonds, contracts, or other 
obligations. The most important categories of 
documents registered are sales ancl mortgages of 
immovable property'" , Under the Reforms, regis-
tration has become a provincial subject. . 

.' 'Registration' first appears as a separate revenue 
head in 1879.1 The mode of payment is by ad 
valorem fees and copying fees. The fees charge~ 
for registration vary in the different provinces. In 
1925, the registration fees were substantially 
increased in Bengal by 8xecutive order. The net 
income derived from registration fees from the 

1 'fill the year 1879 registration' formed part of the head 'law and 
justice.' 
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whole of India amounted to Rs. 36'43Iak:hs in 1914, 
~. p6'78lakhs in 1920, and RS',?5'80 lakhs in 1926.1 

Coming to what are known as the 'S.cheduled 
...... 

Taxes' we find that a tax on amusements was 
ftrst"levied in Bengal and Bombay in the year~' 
12gjLand ] 923. This tax consists of a simple 
levy on tickets of admission to places of entertain­
ment. Objection has been taken to the tax 
'on th~ ground 'that it falls on the proprietors 
of places of amusement. But the argument 
does not seem to be. ~nvincing, and the tax, 
falling as it does into ehe category of a luxury 
'tax, appears to be an eminently desirable one. 
Its productivenoss, however, is not large, for it 
can be levied only in the la~r towns where 
organised entertainments are common. The Taxa­
tion Enquiry Committee suggest that ~~ imposi­
tion and administration of the tax should be 
r.etained in the hands of the Provincial Govern­
ments, hut a share of the proceeds should be made 
<over to the"' local bodies concerned. The ar!lu&e­
ments tax yielded a total sum of Rs. 11'69 lak~s 
in the year 1927-28, of which Rs. 7'32 lakhs was d~­
rived from Bombay and Rs. 4'37 lakhs from Bengal:! 

\ The total receipts in the different provinces in 1926 were: 
Madras, Re. 39'25 lakhs; Bombay, Ra. 12'37 lakhs; Bengal, Re. 39'19 
lakhs; United Provinces.;. Ra. 13'64 lakhs; Punjab, Ra. 9'31 lakhs; 
Burma, Ra. 6'51 lakhs; J:lehar and OrisSA, Ra. 15'18 lakhs; Central 
Provinces and Berar, Rs. 0'13 lakhs ; A~aam, Re. 2'16 lakhs. The total 
expenditures in these provinces respectiVely were: B.s. 27'82 lakhs; 
Ra. 6'39 lakhJ:.i. Rs. 17'95 lakhs; Re. 4'57 Lakhs; Rs. 2'25 lakhs; B.s. 1'67 
lakhs; Re. 5'tf~ lakhs; B.s. l'78lakha; and Re. 1·141akhs •. 
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A tax on betting has been in force in Bengal since 
1922. A bettiI!g ~ax was al:-1o levied in Bombay in 
1925 and in Burma in 1928. This is a proper tax, as it 
has a restrictive as well as a revenne aspeet. The bet­
ting tax produced a total sum of Rs. 27·03 lakhs in 
1!-rJ7 -28, of which Rs. 13·g·11akhR waR obtained from 
Bombay and Rs. 13·09 from Bengal. No tax on ad-,. 
vertiRements haR yet bep,n levied in India, for it iH 
not expected to bring in much revenue. 

The Qapi~~~i(~J:l.tax is the most profitable source 
of revenue in Burma next to land revenue. It is a '. . 

peculiar form of tax adopted from the Burmese 
Government by the British when the latter came 
into the possession of Burma. Up to the end of 
] 8GO the rate 0'1 .. the capitation tax was for a 
married man, Rs. 4, and for a widower or a 
bachelor Jtf 18 years and over, Rs. 2. When 
unrler great financial. pressure the Government 
of India had to seek fresh sources of income 
and the income-tax was introduced in India, thiR 
rate was increased to Rs. 5 for married men and 
Rs. 2-8 for bachelors and widowers. In the fron­
tier districts slightly decreased rates were levied. 
rrhe increase of rate was suggested by Sir A. P. 
Phayre, then Chief Commis8ioner, on the ground 
that, with tM exception of the larger towns, the 
income-tax could not, with any prospect of success, 
be introduced into British Burma. The Govern­
ment of. India, however, while not accepting, Sir 

B.I.T. HH 
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A. Phayre's view in regard to the inexpediency 
of introducing the income-tax, aCbepted the sugges­
tion relating to an increase of th~ capitation tax. 

An enquiry was made in 187'2 as to the nature 
and incidence of the various taxes levied in different 
parts of India. On this occasion, considerable diff~r­
ence of opinion was expressed with regard to the 
capitation tax. The general feeling among official::; 
seemed .. to be that this tax was not oppressive or 
distasteful to the people. It was Raid that it was a 
form of taxation to which the peopltl had alway~ 
been accustomed from days lc;mg antecedent tv 
Burma coming under British rule, that lIttle oppres­
sion was exerciseu in its collection, and that it 
was very slightly evaded. The Chief (iommissioner 
of Burma, however, expressed the view that, while 
the tax was not irksome to the people &,t large, 
being ~:me to which tlwy had _keen l'Gconciled. by 
l<:>ng uSll-ge, it was too much to believe that tlwre 
was not some oppression and some waste in its 
collection. He was willing, however, to concede 
that, if the unquestionable evil of a system of direct 
taxation was to be resorted to, it was less objection­
able in Burma in this form than in any oth8r. 
The tax was in accordance with the notions of the 
people and long established custom; c';'ery man 
knew exactly what he had to pay, and knew where 
to obtain redress if more than his due was demand­
ed. 4 had, too, the adv~~tage that it was a tax 
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levied across the frontier, as well as in British 
territory, and the amount of the tax, the certaillty 
of the demand, and' the mode of collection on thn 
British side of the frontier, bore VLT'y ft=wollrable­
comparison with the system on the other ;;;ide. 

"At the same time," observed the Governml'llt of 
Burma, "it doe~ not follow that because a tax is nut 

_.(!~~_~~ious, or };lecause the people can affol'd to pay 
it, it is therefore right and pl'iJpel' that it ;;;llOulll be -ll>vied. The margin of discontent {)1' inability to 
pay is not, as is too often apparently held to he, 
the proper limit of taxation. There il' no reason 
why the people of Burma should be taxed at a high­
er rate than the rest of Her Majesty's I mlian subjects 
because they pay willingly. The subject of their 
daim to decreased taxation will be allndecl t(} 
further on, and all the Ohief Oommissionor desil'es 
to say now on this head is that, if it should be 
c1etermineu to decrease taxation in British Burma" 
it should, in his opinion, take the form of a 
d(~crease of direct taxation. He considers it of 
paramount importance, if we desire, ail we must 
do, to attract a large popnla,tion from the snrrounu­
ing States and countries, to keep our machinery 
for raising revenue as much out of sight as 
possible; to decrease our ,risible taxe;;;, and if 
necessary, maintain or increase our invisible taxes. 
rrhe form which this modification of the capit­
ation tax should take, in Mr. Eden's opinion~ 
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is that which is favoured by sevl~ral of the officers 
consulted and which was formerly in force ill 
Tenasserim, and that IS, the exemption from 
capitation tax of every man who has I)()na jid(~ 

under cultivation, excluding bIlow, 10 acres of 
land." 1 Independently of these reasonf:', howEWer, 
it did not seem to the' Government of Burma that 
the people of the province had a claim to the reduc­
t.ion of the capitatioIl tax. 2 

The thatharne(l(~ is an impost levied only in Upper 
Burma. It is a tax on income derived from 
."lonrces other than agricufture. Under the Burme:,;e; 
n~gime, the thatham~rl,(, was a tax on property. 
Villages were ordinarily assessed at the rate of 
ten rupees a household, and this was distributed 
acuording to thn 0PUll0l1 of the local officers 
(tham(uiis) selected by the village as to wha t 
each household should pay. 'rhe poorer villages 

I "There is no doubt", added the Government of Burma. "that Ow 
8lrriculturist who now pays land revenue, capitation tax, and a duty oc 
14 per cent. ad valorem 011 his rice crops, pays more than his propor­
tionate quota to the revenue, when com pan'(\. with the people of other 
parts of India, and when comparoci with the nou-a"rielllllll'al eJa&:>es of 
Burma, has a claim to relief; and if the relief took the form of all 
incentive to hold a larger {arm, its effect would be to increase the land 
under cultivation and to give back in land revenue !lild rice-duty, what 
was iost in capitation tax. This change seem,; specially called for ill 
Akyab, where it is very generally believed (though this is not admitted 
by the officials) that Llw pressure of capitation tax prevents the people 
of the neighbouring districtR of Bengal, with their characteristic d18tast~ 
for direct taxation, from set.tling in -the province." 

• Edler from the Secreta.ry to the Ohief Oommissioner of Burma to the 
Ser~retary to the Government of India, dated the 16th November, 1872. 

The Deputy Commissioner, Shwe Gwyn di~trict wrote: "With 
regard to the reduction of the capitation tax, I consider that, from the 
same ca1lSe, the people being all very much on a level in regard to 
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sometimes paid less than Rs. lOa hom;ehold. The 
main objection to it was that the poorer classes 
were assessed too highly. 1'he original intention 
was that the thathamedn tax should be known 
as the capitation tax without any change in thn 
cllstomary rate and method of assessment; the 
Government of Indih in their earlim;t communication 
on the su bject of the resoUl'C(~S of Upper Bl1rma even 
contemplat.ed the abolition of ihf~ fha,fhornedn and 
the substitution of a tax on the lines of the capita­
tion tax of Lower Burma~ rrhis conrse was fre­
quently advocated in later times. But the problem 
of assessing wealthy non-agriculturists preHented 
difficulties and the thcLtharnpda tax has been 
retained. 

One great ohjection to thathameda has been 
diminished by the introduction of the land revenue. 

wealth, whi.(\h is felt in the income-tax to be oppreRsivt', makes this t.nx 
the ~ost fair. I am in favour of equalising the tax upon bachelors and 
marnerl mcn, but not by reducing the tax. I think bachelors Rhould 
pay the fuJI amount. This was the case in Tenasserim before the 
ama.lgamation of the provinces in 186!. 
"T~e half rate fC?r baehelors is an importation from A.rakal!. 1n that 

provIDce, after trYlIlg every form of taxation, eommencmg With a lump 
Sum from each Thoogyre, and embracing successively trades and 
professions, .cat~le, ploughs, boats, etc., thetaxe~ settled. dO""11; to tW?, 
VIZ., the capitatIOn and land tax the samc as ill 1cnas8enm, With this 
difference that bachelors only' paid half the capitation tax. Capt. 
?hayre, on being appointed to the newly acquircd province of Pcgu, 
Imported the Arakr.n taxes there and those were again extended to 
Tenasserim on amalgamation. ' 

"I considered at the time that the reduction was unwise and uncall­
ed for; the tax cau~ed no c'lmplaint, nor was it felt aR a hardHhip; and 
! consider the unnecessary reduction of permanent taXeR as almost as 
mjuriouR as the imposition of new ones; one indeed almost invariahly 
must follow the other; it 'lnseUles people's miuds and causes thcm 
anxiety as to what is coming." 
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It has become possible to enhance revenue without 
at the same time enhancing the rates on the 
poorer classes, as the assessment of all land to 
land revenue haR in theory converted the thatha­

mello, into a tax on income from all sources othol' 
than the ownership or occupation of land,· and 
agricultural and non-agricultural income can now 
be assessed Reparately. But this changes the 
nature of the tax; it becomes, in theory, no 
longer a tax on property, but a tax on income. 
Whether a man haf' property or rJOt is usually 
self-evident; his income can only be ascertaineu 
by enquiry. In practice, t.hatha,nwIZa often remains 
a tax on property; the lowest rate is t,he highest 
which the poorest can pay, and in . Lllt:J assessmenti 
of the wealthier people the assessors take into con­
sideration the fact that they pay land revenue. In 
maIlY cases, however, it is assessed at a flat 
rate, and all classes down to the agricultural 
labourers pay the same rate per household.1 

After the introduction of the Reforms, the kvy of 
the capitation tax led to a great deal of agitation 
which in some places took the form of pas.'live 
resistance. In 192;), the Bmma Legislative Council 
adopted a resolution recommending the appointment 
of a Committee to consider tho possibility of substi­
tuting some other form of taxation for the capita-

• Report oftlte CommWee on the Land System of Burma, 1922. 
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t'ion tax levied in Lower Burma. In the follow-ina 
b 

year, another resolution was passed by the Council 
urging the inclusion, in the tArms of reference to the 
proposed Committee, of the thatlw,)neda tax levied 
in Upper Burma. In May, 1926, a Committee, 
consisting mostly of non-official members, was 
appointed by the Government of Burma. 

rrhe problem before the Committee was the 
provision of 102i lakhs of rllpees by methods more 
suitable than the thntha,mella, aud capitation taxes 
nnd the land-rate levied in lien of the capitation tax. 
The evidence of a majority of the witnesses who 
appeared before the Committee may be summarised 
as follows: "\Ve do not wish to pay 100 lakhs in 
taxation; but if it is necessary for Government 
to have this amount to carryon as at present, 
then we would rather raise the sum required by 
capitation and thathameda taxes than in any other 
way; at all costs we pray to be saved frow t,he 
multiplicity of new fangled substitutes which have 
been suggested."l 

The Committee agreed, in the main, with the 
view expressed above. If, however, the taxes were 
to be retained, the Committee considered that they 
should cease to be sources of provincial revenne and 
be applied to local purposes, such as, education, 
sanitation, public health, and communications. 
This, in substance, was scarcely different from 

, Report, paragraph 7. 
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the view taken by the Taxation Enquiry Com-. 
mittee. 

The Thathameda and Capitation Taxes Com­
mittee recommended unanimously that the capita. 
tion tax be abolished. ffhe Chairman and one 
of the memberB desired to introuuce a ci'l'cum· 

stances tax in Lower Burma and to retain a 
modified thathameda in Upper Burma. The rest 
of the members wished to abolish the thathameda 

also. The Committee thought it necessary t() 
discuss the argument which had been advanced 
to the effect that Burma was already so over­
burdened with taxation that it was essential that 
the capit;ation and thathllmed(J; taxes shonld go 
and no substitutes whatever be provided. They 
observed that, if the thathamerla and capI­
tation taxes were abolished and no substitutes 
provided, material welfare would be seriously 
hampered. With reference to the objection that 
capitation and thathame(la taxes were peculiar to 
Burma, the Committee pointed out that similar' 
taxes were levied in other parts of India with 
other names. and that capitation taxes actually 
existed in many countries of the world. 

After discussing the various suggestions offered 
by witnesses. the Committee made the following 
recommendations regarding the replacement of the 
capitation and thathameda taxes by other sources 
of revenue: (1) a share, amounting to one.fourth~ 
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of the customs duties including the rice export 
cess, and of the income-tax; (2) the excise dnties 
on petrol and kerosene collected from Burman 
consumers; (3) a cess of 3 annas per maund to 
be levied on rice exported to In<.lia; (4.) a cess 
on. the export of teak; (5) a tax, varying from 
Rs. 2 to Rs. 10 according to the circmui'tancE'8 of 
the assessees, to be lovied on non-permanent resi­
dents; (6) a tax on betting; (7) a duty on the sale 
of [lanja,; (8) an additional amount of opium excise 
revenue by the re-opening of opium registers to 
Burman addicts; (9) an increase in fees for fire-arm 
licenses; (10) a tax on emigrants to be levieu 
at the rate of one rupee per head. The propol'als 
were expected to yield a sum of Rs. 2'G 1 C1'ore8 and 
thuR provide a large margin to meet the expanding 
needs of the Government. 

While recognising the earnestnesl:l of t,he Commit­
tee in the matter of abolishing the capitation and 
thathamerla taxes, it must be remarked that some of 
their recommendations are of a reactionary chal'ac­
ter. When one finds that the sale of flllllja and the 
re-opening of opium!"registers to Burmaml are among 
the suggested substitutes, one feels tempted to 
observe that the remedy proposed is worse than the 
disease itself. 

A discussion took place in the Burma Legislative 
Council on the subject in 1928 on the occa~ion of 
voting the demands for grants. A token cut 
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was moved by a Burmese m~mber. Mr. S. k. 
Smyth, on behalf of the Government, opposed 
the motion. He said that there had been no 
agitation against the capitation and thathamerZa 

taxes before the introduction or the Reforms, and 
that the feeling recently expressed against them was 
due to the teaching of the political agitators. He 
further asserted that the taxes were not oppressive; 
nor did he consider them to be a badge of servitude. 
The motion was lost. 

The capitation tax is open to all the objections 
which may be urged agains~ a poll-tax. It falls 
on the rich and the poor alike; it is particularly 
unfail' in its incidence on t,he labourers. It is also 
expensive to collect, and opens a wide door to 
corruption. Most of these objections apply also to 
the thathameda. The only justification for the 
{}ontinuanee of the taxes is that they are familiar 
to the people and that new taxes may cause greater 
discontent. These taxes ought to be abolished 
as soon as proper substitutes a,re found for them. l 

Another inequitable tax, but one of recent 
imposition, is the sea passengers tax of Burma. 
The object of the Burma Sea :Passengers Tax Bill 
was stated in the Preamble to be "to prevent the 
loss to the public revenues of Burma from the nOll-

1 Another tax: levied in Burma is the taungya. It is a charge pcr 
bead or per household imposed in areas of shifting cultivation, usually 
in thc hills, in lieu of land revenue.-Vide Report on the Land 
llrvenl#! System of Burma. 1922. 
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payment of capitation tax in Lower Burma and 
thathameda tax in Upper Burma by immigrants." 
In moving for leave to introduce the Bill in the 
Burma Legislative Council in March, H)2:i, the 
Finance Member emphasised that the object of the 
measure was to prevent the evasion of the pay­
ment of the capitation and thathamedn taxes by 
non-Burmans.1 The Bill proposed to tax everyone 
who entered Burma by sca at the rate of Rs. 5. 
It provided for the refund of any capitation tax 
which the person assessed to the sea passengers 
tax had already ps,id and of five rupees vf any 
amount already paid as tha,thampda tax. 

Sir Adam Ritchie, a representative of the 
European commercial community, opposed the Bill 
on economic as well as other grounds. He said : 
"The Bill appears to me to be protection in one 
of its most pernicious forms, that is, protecting 
the province against its own best interests. It 19 

idle to argue that there 18 a snflicicncy of 

1 The Fimwee Member said; "There is a very large annual influx 
into Burma from India, mainlY of labourers who arc employed both 
in the districts and in the towns. These labourers, except when they 
settle down in a town, move from place to place, and as It rule l th.ey 
e.,,('.Rpe all taxation. They usually arrive after the annual capitatIOn 
tax assessment rolls in Lower Burma have heen eompleted. Headmen 
are required to submit RUjJp[",nentarv rollA. In many cuses t.hey 
eoUeet nothing at all. The names 'of these migT.atofy' lal!ourers 
are always a diffieulty to Burml1n Iwadmen. aud lucntlfieatJO,n .by 
name is tardy possi(jle. In the next place, altho~lgh the great m~lo~lty 
of the~e labourer~ ari) married mell and therefore !ruble to pay capItatIOn 
tax at t.he married rate, they are always assessed at the unmarried rate." 
Pro(lcedings of tflt Burma Le.rt-islative Council, datf'{l the 10th 
March, 1925. 
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labour III this province. Everybody knows that 
it is not so. There is not a single industry iu the 
province which is not dependent upon foreign 
supplies of labour, and the present supply of 
unskilled indigenous labour is far below the re­
quirements of both the agridiltural and imlustrial 
interests. To place any impediment whatsoever on 
the free flow of labour into this country must 
prejudice not only the existing interests but the 
future development of this province." The Bill 
was also oppmled QJ ~~fr. F. H. ViTroughton, 
representa:tive of the Burma "Uhamber of Com­
merce, who said that the measure was notl a~cept­
able to the commercial community. He des­
cribed the Bill as "a definitely obstrulJtionist 
measure to check the inflow of labour." Some of 
the members described it as an anti-Indian 
measure. The Select Committee made one minor 
amendment in the Bill, which ~as accepted by the 
Government. Various other amendments were 
moved by European and Indian members, but all 
of them were rejected by the Council. 'rhe Bill 
was passed by a large majority. 

The sea passengers tax of Burma is, for all pract­
ical purposes, a poll-tax. It is crude in its nature. 
and unfair in its incidence. It takes no account of 
a perso~'s ability to pay, and is thus opposed to 
one of the chief canons of taxation. Besides"the 
tax has Ito be. paid 'before any inoome has bee:;l 



IX MlNOR TAXES 541 
earned. This is contrary to the principles on 
which a sounu system of taxation ought to be 
based. Lastly, the' tax is open to the objection 
that .it seeks to place inter-pruv~ncial barriers 
between parts of the same auministrative unit. 
~rlJe sea passengers ta~ th us possesses many serious 
defects, and it is to be hoped that it will be 
removeu from thc.J I:ltatute-book at, the earliest 
possible moment. 


