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Railways and the mid-Victorian income tax

Robert Colley University of Wales, Aberystwyth

In October 1857 the South Yorkshire Railway Company was the subject of
a damning report by the Government Surveyor of Taxes at Sheffield.! As a
joint stock company it was under a legal obligation to perform certain duties
in the collection of taxes. It was required to deduct income tax from the rents
which it paid, and from the dividends and debenture interest which it paid
to its shareholders and mortgagees, and to account for this to the Board of
Inland Revenue.? Although it had, for many years, regularly deducted this
tax, much of it had been retained and used for the company’s own purposes.
The Surveyor considered that the revenue had been ‘grossly defrauded, not
in ignorance, but with deliberate intention’.> He estimated that the company
had been underassessed for 1857 by £30,000.* Two years later, his successor
calculated that, in addition to this, assessments had been deficient by almost
£300,000 in the previous decade.’

The Acts which governed joint stock companies and railway companies
present a complex picture that includes assorted interventionist and regulatory
elements, both in the free incorporation Act itself and in the complementary
railway legislation.® These, together with the income tax Acts, were steps in the
direction of further regulation and intervention by the State that was growing
in the mid-nineteenth century. Tax regulations relating to the deduction of tax
at source had been in force since the beginning of the century but they assumed
greater significance with the emergence and rapid expansion of the railways.”
As Alborn has observed in the context of railways and the mechanisation of joint
stock politics, despite their largely regional conception, the logic of rail trans-
port and an integrated national network imbued the railways with a deep sense
of national scope and led them to seek capital from a broad investing public.®
Indeed, many railways presented themselves as national institutions in order to
attract funds that were unavailable in their immediate districts.” The diffusion
of ownership through shareholdings, the need to raise capital from the public
through debentures, and the consequent stewardship of large amounts of
money received from investors, invited government intervention and regulation
- not only to give protection to investors and creditors, but also to safeguard its
own interests by ensuring that substantial amounts of income tax were properly
accounted for both by the company and by its members and mortgagees.



The railways’ vision of national identity, however, quickly outpaced the
administrative framework of taxation, which was still rooted essentially in
the parish. How was the government to cope with these large multi-parish
corporate forms, which grew rapidly in the nineteenth century, using local
apparatuses which had changed little since the seventeenth? Though regula-
tory elements may be evident in the taxing statutes, their realisation was often
impeded by the imperatives of local politics. It was thought that the regular
dissemination of information to shareholders about the state of a company’s
finances, through its balance sheet, would act as a check on fraud and mal-
practice; and that the deduction of tax at source, which would effectively
satisfy the tax liabilities of thousands of investors, would act as a check on
tax evasion. Whilst theoretically straightforward, rules such as these posed
immediate problems, since they presupposed a high degree of compliance
and raised several questions. How and by whom were national laws to be
enforced at a local level? Who was to police their application? How were
infringements to be detected and penalised? At its simplest, the legal frame-
work envisaged a system in which local, lay commissioners would adminis-
ter the income tax, with subordinate supervision by government officials,
termed Surveyors of Taxes. Although a degree of surveillance and informa-
tion gathering was essential in order to monitor compliance, the law made
inadequate provision for it and the task was undertaken, in the main, by the
Surveyor through an often serendipitous collection of information from local
sources, the use of informers and his own initiatives. The Board of Inland
Revenue (hereafter called simply ‘the Board’) would have liked a greater
degree of intervention in, and control over, the process of assessment but the
income tax relied for its survival on the continuing supremacy of the local
commissioners in its administration. The tensions and stresses which
emerged between these two poles, particularly in relation to the assessment
of railway companies, created an area of potential conflict.

An Act of 1860 which transferred the assessment of railway companies from
local commissioners to government officials was a step towards centralisation."
The dichotomy of centralisation and localism seems, therefore, to provide ad
liminem a principal axis along which a discussion of the South Yorkshire Rail-
way Company might proceed. In the mid-nineteenth century the relationship
between central bureaucracies and local authorities was changing. Until
recently histories of this transformation were written around the theme of cen-
tralisation, which was offered as a process around which arguments could be
constructed. Whether growing centralisation was stressed, or the continuing
importance of local power and autonomy, central-local relations were theo-
rised in terms of a separation between central and local State apparatuses.
Ogborn, however, has argued that a simple equation which conceives power as
a zero sum game between central and local authorities, involving an approach
which takes degrees of centralisation or localism as the key explanatory factor,
misses the ways in which power relations undergo qualitative transformations. !
By rethinking the relation between nineteenth-century central and local State
apparatuses in terms of the historical geography of administrative power, he
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replaced the question of whether or not, and the degree to which, centralisa-
tion occurred with a more nuanced analysis of configurations of power/
knowledge and the strategic negotiations and actions that shaped them."

The South Yorkshire Railway case, which involves a series of events of the
kind which led to the centralisation of the assessment of railway companies,
offers an opportunity to explore the crucial notion of such strategy, to under-
stand the changing nature of central-local relations, and to see the ways in
which State power was often organised and exercised within the arena of
taxation. There are many issues which radiate from this central theme and
have a resonance, not just beyond the geographical boundaries of the South
Yorkshire Railway, which contributes to an understanding of the geographies
of policy formulation and implementation.

The strategic negotiations that were part of the changing nature of central-
local relations were open-ended and shaped by several variable elements
which operated at different intensities at different times. In his recent work
on the professionalisation of the English inquest and the expropriation of
health from the public sphere and its relocation in an exclusive professional
domain, Burney" has termed the forces by which these elements were driven
as ‘highly permeable oppositions’ which operated ‘not so much in pristine
relationships of mutual exclusivity as in ongoing processes of interactive (and
provisional) historical definition in which neither of the ostensible poles is in
itself stable or complete’.™*

It is with such ‘oppositions’ that this study is largely concerned. These forces
will be explored through the materials which the case offers — the problems
associated with tax compliance and evasion and who should have the power,
and means, to police the tax locally had to be balanced against actions which
might be perceived as ‘intrusion by an over-mighty executive’."” The emerg-
ing divergence between the rule of law and actual practice which arose from
the esotericism of the autonomous districts over which the commissioners
presided needed to be rectified by the adoption of national sets of common
minimum standards in order to bring uniformity to the process of assessment.
The possibility that the collection and organisation of information might lead
to an ordering mechanism through which comparative statistics might inform
and direct the process of assessment had to be developed in parallel with
the drawing together of a cohesive bureaucracy and the redeployment of
manpower and resources. The comparative lack of legal principles in mid-
nineteenth-century revenue law necessitated extra-statutory practices and
informal understandings between what might loosely be described as the rev-
enue authorities, the commercial world and the accountants and lawyers who
advised the railway companies; in the absence of statutory guidance, work-
able definitions, especially of terms such as ‘profits’ and ‘income’, were forged
by progressive expropriation of the task of mediation from local, lay com-
missioners to specialists, whether accountants, lawyers or trained government
Surveyors. And, finally, the conceptual and practical rationale for a new
knowledge-based form of governance needed to be established in place of
institutions legitimated essentially by historical pedigree. The very diversity of



these elements and the multi-faceted responses which they invoked, which it
is the purpose of this article to examine, demonstrate at once that an approach
which structures the debate purely in terms of whether or not centralisation
occurred would be inappropriate. Moreover, all these issues had to be
resolved in a period which Albert Venn Dicey marked out as one of individ-
ualism during which the power of the central State was severely restricted.'
The elements which shaped the changing relationship between the State
(represented by the Board and the Surveyor) and civil society (represented by
the commissioners, lawyers and the railway company) will be examined
through the material which is provided by a collection of correspondence
covering the years from 1857 to 1860 between the representatives of the
Board and the railways in the South Yorkshire Railway case.

While domestic taxation has contributed to works on the history of rail-
ways and their financial structures, little has been said about national taxa-
tion. For many reasons this is understandable. Income tax is usually regarded
as a subject which has to be studied in relative isolation within the confines
of its own particular specialisation. The income tax laws of the nineteenth
century are complex and no tribute to the legislative draftsman. But perhaps
the greatest obstacle to research in this field is caused by the sparsity of
archive material. This scarcity is a consequence of the nature of the (particu-
larly local) records, which were created for the specific managerial function
of assessment and collection, and once the tax had been paid they were
destroyed."” Even the survival of central records is the rare exception, and
they seldom amount to more than fragments of peripheral correspondence.'®
It is unavoidable that this study, too, is restricted, owing to the methodolog-
ical difficulties caused by the limited archival resources. But since the dimen-
sion of the income tax has, hitherto, been overlooked by railway historians,
the record of the South Yorkshire Railway case provides a useful medium
through which to explore new avenues of enquiry in this sphere. It is
acknowledged that it would be better if more examples could be located,
especially as this is relatively uncharted territory. Although some reference
will be made to other railway companies, typicality is always a problem
where reliance is placed on one specific example or locality. Nevertheless,
some of the points that emerge have a wider resonance. The role played
by the solicitor who acted for the company, Robert Baxter, of the firm of
Baxter Rose & Norton, who in the words of Kostal" was ‘a railway insider’*
and ‘by far the best-connected, most sought-after, and most feared solicitor
in the railway industry’,*' helps to broaden the perspective through his
influence with many other lines. Just as the railways trespassed on historical
local boundaries geographically, what was happening in relation to their tax
affairs allowed a broadening of the perspective of central government in the
control of the revenue, which eroded the local boundaries of taxation. It
necessitated the increasing drive towards national concern with the response
to tax laws. Of course, it would be wrong to assert that this one example was
itself instrumental in effecting a directional change in attitude. This was not
a unilinear transition but rather a protracted and nuanced process. But the
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circumstances which epitomise this case arguably illustrate one of the defin-
ing moments which marked a noticeable shift from one set of beliefs to
another. What was happening at the workface of taxation, therefore, merits
closer scrutiny.

The income tax administration

First, it is necessary to outline some of the characteristics of the income tax,
because they are central to the facts presented in this discussion. Throughout
the mid-Victorian period the income tax was a temporary measure, reintro-
duced triennially and then annually to finance some unique national purpose.
For much of the 1850s it had a terminable existence expressly defined, des-
tined to expire in 1860. It was essentially more of a broad contribution by
each taxpayer to fund some specific emergency than the refined system recog-
nisable to the modern world. To get his tax through Parliament, Peel
appealed to the constitutional pedigree of its proposed administrative frame-
work, that is, that its assessment should be entrusted to local parties on the
principle that its collection should not depend upon the will of government.?
Its day-to-day workings were placed in the hands of the traditional local, and
usually landed, administrative hegemony — the representatives of politics, law
and Church, those who were Justices of the Peace, Street or Improvement
Commissioners, Poor Law Guardians and Members of Parliament. Arguably,
the acceptance of the income tax by Parliament was largely dependent on the
continuing supremacy of this elitist oligarchy, because it gave them the abil-
ity to dispense patronage and influence by controlling assessments. But it
must also be acknowledged that one of the marks of landed society in the
early or mid-nineteenth century was the acceptance and discharge of author-
ity and responsibility which the absence of any apparatus of centralised
administration made necessary.?

As Daunton has recently observed, the limits of local autonomy and
central oversight, of a degree of evasion in return for consent, had to be
carefully negotiated through a discourse of English ‘liberties’ and consti-
tutional proprieties.?* This was a common theme in mid-Victorian Britain,
with the desire of government officials to inspect and control in collision
with the pressure to preserve the autonomy of local action and the partici-
pation of citizens.”” The Inland Revenue was another dimension of this
urge for intervention in local administration. The execution of the income
tax was intensely localised and almost autonomous, in which local person-
alities dominated the assessment process. At the pinnacle of this local
administration were seven ‘commissioners for the general purposes’ of the
Act (or General Commissioners, as they were colloquially known).? They
were selected by the Land Tax Commissioners for each district from
among their own number in each of the 693 geographical units which were
adopted for the purpose of the income tax.” The General Commissioners
were men not only of intelligence and vigour but also of substance and



station. As such, many would have been personally associated with the rail-
ways, either through their promotion and directorships or as men of
wealth, through their share and debenture holdings. In Birmingham, for
example, Constantine Richard Moorsom, one of the first General Com-
missioners for the borough,? together with his brother, William Scarth
Moorsom, had assisted in the establishment of the London & Birmingham
Railway, and was its Secretary. He was also a director of the London &
North Western Railway.”” Another commissioner for Birmingham, Joseph
Frederick Ledsam, had been a promoter of both the London and Liverpool
factions of the London & Birmingham Railway.* These were the kind of
men who made the final assessments on railway companies. Much of the
executive work was carried out by the Clerk to the Commissioners, invari-
ably a local solicitor of influence and standing, and a large retinue of
assessors and collectors who were also appointed by the General Commis-
sioners. The clerks were also usually involved in some way with the
railways: for instance, in the City of London in 1860, Richard Till was a
director of the Norfolk Railway, the East Kent Railway and allegedly of the
East Suffolk Railway.*!

In order to protect the interests of the Crown, there were 140 government
officials, termed Surveyors of Taxes, who monitored the timely procedure
of assessment and collection.’? They were permitted to inspect the assess-
ments and to object to those which they considered insufficient.* But cer-
tainly during the 1840s and most of the 1850s, in order to sustain the
essential features of local independence on which the income tax relied for
its survival, they were discouraged from challenging the assessments made
by the General Commissioners. Their intervention was patchy, and in south
Yorkshire, until the late 1850s, the Surveyor appears to have raised no objec-
tion to the assessments on the South Yorkshire Railway Company. The suc-
cess of the tax was very much a matter of honesty by the taxpayer. There
was no requirement for any taxpayer, including a railway company, to pro-
duce information, such as accounts, to support a return of income, nor
indeed any power granted to either the commissioners or the Surveyor to
call as a matter of course for such information. If the commissioners were
dissatisfied with the sufficiency of a return of income, or the Surveyor
applied for a surcharge to be made, their response was usually in the form
of an assessment based on an arbitrary estimate, against which the taxpayer
could appeal. It was the task of the appellant to adduce such evidence as the
commissioners thought fit before the estimate would be displaced. The evi-
dence was focused on displacing the estimate as opposed to supporting an
accurate assessment in the first instance. Estimates which were lower than
the actual income of the taxpayer were not appealed against. This was really
the blunt instrument of tackling perceived tax evasion. It may have been suit-
able for a tax system which was essentially temporary, in which each person
was required to make some contribution, but it did little to control compli-
ance and evasion in the long term.*

XE} WODU| UBLIOIDIA-PIW BY3 Pue sAem|iey

83



The Journal of Transport History 24/1

84

Income tax and the railways

The income tax was a tax on the annual value of an asset, or the income aris-
ing from it, for one year. In the case of a railway company this ought to have
been the profits produced by the exploitation of its assets. This may seem
self-evident, but the wording of the taxing statute was not quite so straight-
forward. Income for tax purposes was divided into discrete categories,
termed schedules, under each of which income was estimated in a slightly
different way. Assessments on trading concerns were normally made under
Schedule D but railway companies were assessable under Schedule A, which
related broadly to income arising from the ownership or occupation of
land.* This schedule had been conceived long before the advent of the rail-
ways, and when the income tax was revived in 1842, after lying dormant for
some twenty-five years, only minor adjustments were made to take account
of innovations in transport technology. Since the income of railway compa-
nies appeared to be derived from the land over which their lines were oper-
ated, they were grouped together with those ventures associated with land
which had been allocated to Schedule A at an earlier date, such as mines,
canals, tolls and gasworks. The main distinction between the two schedules
lay in the method of quantifying the assessable annual value. Under Schedule
D the quantum was, at its simplest, gross trading income less the expenses
of trade, but under Schedule A the general rule was to estimate the annual
value by reference to the rack rent at which the land could be let. Railways
were exempt from this broad rule by means of a provision which deemed a
company’s profits for the preceding year to be the annual value.’* But, other
than prohibiting certain deductions, the Acts contained no definition of the
term ‘profits’. Words in mid-nineteenth-century taxing statutes were used
indiscriminately, often having different meanings in different sections of the
same Act: the use of words such as ‘profits’, ‘income’ and ‘annual value’ was
uncertain and invited some licence in interpretation. As a result some rail-
way companies chose to return for tax purposes, not their trading profits,
but a sum equivalent to the annual rental value of the land over which their
tracks extended.

Ambiguities in revenue law came under no scrutiny by the courts until after
1874, because until then there was no right of appeal from a determination
of the General Commissioners. Their decisions were final. As Cocks® in his
work on Victorian barristers, judges and taxation has observed, with little
statutory guidance lawyers appear to have had almost unqualified discretion
in construing words in complex revenue laws.* When faced with innovations
they simply debated the issues partly in terms of the words used in the
statutes, partly in terms of established legal concepts, partly in everyday eco-
nomic terms and, above all, in the light of what they took to be common
sense.” They were prepared to use a variety of tests. The usual approach was
to look for other areas of the law that were in some way analogous to the
case in hand.* One important aspect of this related to the juxtaposition of
national and domestic taxation and the anomalies which it exposed.



The Poor Rate was a parochial rate raised for the relief of the poor. It was
an area of the law closely associated with the income tax regulations — for
example, the assessment to the Poor Rate, in many instances, was the quan-
tum assessed to the income tax under Schedule A. Surveyors were given the
power to call for and inspect the Poor Rate books in judging the sufficiency
of the income tax assessment, and the General Commissioners were empow-
ered to summon the Overseers of the Poor when making assessments.*! The
parochial rating system was the subject of such protracted litigation by rail-
way companies in the courts in the 1840s and 1850s that no attempt to mea-
sure attitudes to the income tax would be complete without reference to
these contemporary events. This is especially so since there were parallel
issues. Railway companies, as occupiers of land, were rated to the Poor Rate
on the annual value of the land on which the railways operated, equivalent
to the rent which could be expected to be received for one year within each
parish. But the question which exercised the minds of the parochial officers
who assessed the railways was, how was the rent value to be ascertained?

As Kostal has discussed in some detail in his work on railways, law and cap-
italism, the fact that railways were monopolies had an undeniable influence
on the value of the railway occupation.* No accurate calculation of the rent
value could be made without accounting for the net profit generated from
their exclusive control over the carriage of goods and passengers. But there
were logistical problems in implementing this principle. The parochial prin-
ciple of rating was the value based on income received for the segment of the
line situated in the parish. But, as multi-parish commercial enterprises, rail-
ways created tax conundrums for the parish overseers — how could this value
be ascertained where the income arose not just from the line running through
the parish but extending for miles over many parishes? The practical diffi-
culties of implementation were circumvented by the mileage principle. By
adopting a legal fiction, the total profit of each integrated entity was allocated
in proportion to the amount of line passing through the parish. The prolif-
eration of branch lines, many of which were commercially unviable in them-
selves and were built to increase the traffic and profitability of a company’s
trunk railway, had the potential to elevate the contribution to parochial rates
through the mileage principle. Large numbers of rural parishes began to
increase both the size and the proportion of parochial taxes payable by the
railways in their jurisdictions. The conflict between the parish overseers and
the railways was the subject of much unsuccessful litigation by the railway
companies in the 1840s and 1850s when the courts legitimised the profit of
trade assessment on railways and ultimately the mileage principle.” But at the
same time it cannot be overlooked that a valuable concession for railway
companies was wrought in that the courts also legitimised certain working
expenses as good deductions from trading profits in arriving at the assessable
amount,* perhaps recognising some of the realities of the commercial world.

As Cocks has commented, lawyers and judges tried to introduce what they
saw as economic criteria to their analysis of the revenue problems which con-
fronted them. In some instances they regarded economic ideas and trading
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experience as being relevant. When considering the word ‘profit’, Kelly
LCB was happy to talk about what he saw as being economic realities at con-
siderable length. Baron Pollock was content to place reliance upon the opin-
ions of informed outsiders, as when he had to consider the significance of
depreciation in a company’s balance sheet, whilst being aware that this
approach could cause many problems.* Railway companies had expended
vast sums of capital on rails, sleepers, stocks and chairs. Provision for their
depreciation over the long term was a commercially prudent reserve in rail-
way accounts. The deduction was, according to the understanding of Robert
Baxter, the solicitor acting for the South Yorkshire Railway Company, now
recognised by the courts, at least in relation to profit of trade assessments
under the Poor Rate. Such deductions, however, were not permitted under
the income tax laws. The probable reason for this was, first, the recognition
that the capital of a joint stock company should be kept intact and, second,
that the income tax was based on the assumption that it was temporary, so
that profits were assessed over the short rather than the long term.¥
Arguably, national taxation ran contrary to local taxation, and if there was
room for a liberal interpretation of the words in the taxing statute it was a
natural consequence that lawyers acting as advisers to railway companies
should construe the law in the way most favourable to their clients. Why
should they deny themselves the prize of a legal principle relating to the
assessment of profits under the analogous Poor Rate which had been
achieved at such cost? There was such a nexus between the profit of trade
and rent value under the Poor Rate that it would have been almost perverse
to ignore any concessionary relief granted by the courts which reduced
assessable profits in respect of that rate. This was an area where lawyers could
exercise their discretion in construing revenue laws and one which nurtured
the conditions for a liberal application of the words of the statutes, and where
commercial realities could take precedence over the letter of the law.

The South Yorkshire Railway Company

Having discussed the general outline of the income tax as it applied to railways,
the details of the South Yorkshire Railway & River Dun Company, which
forms the nucleus of this study, can be examined. The company was incorpo-
rated in 1847 by Act of Parliament as the South Yorkshire Doncaster & Goole
Company.® In 1850* the Dun Navigation and Dearne & Dove Canal Com-
panies were transferred to the railway company, which embraced the
Stainforth & Keadby Canal and the Sheffield Canal.®® The railway owed its
expansion to the support of the landed proprietors and coal owners on the line.
[t was intended to extend the railway to open up the Worsbrough collieries and
up Dodworth valley to the Silkstone pits, to develop the coalfields on the
estates of the Earl Fitzwilliam and Lord Wharncliffe, who were directors of the
company and who alternately presided over it for much of the 1850s."!
Integration of the network of canals which linked Sheffield to the Hum-
ber, through Doncaster and Goole, with the rapidly increasing railway system



accelerated the trade potential of the mining industries surrounding the
Barnsley coalfields. Between 1855 and 1858 the quantity of coal transported
out of the district by the company had risen from 421,755 tons to 1,310,020
tons. It accounted for 43 per cent of the company’s productive train
mileage.’? By 1857 the South Yorkshire engines alone had a productive train
mileage of 371,364 miles, of which 122,061 related to passenger miles,
160,760 to coal and 88,543 to goods.** Arrangements were being made for
the outlet of steam coal via Grimsby and, on the opening of the Barnsley
branch, negotiations with the Manchester, Sheffield and Lincolnshire rail-
ways were under way for sending coal to Liverpool for export.** By the end
of 1857 its rolling stock consisted of sixteen engines, twenty-three passenger
carriages, twelve vans, eighty-two goods and ballast trucks, forty coke and
931 coal wagons.” Despite the depression of prices in the coal market in the
mid-1850s, the published accounts portray a vigorous and rapidly expand-
ing company throughout the whole of the decade, and particularly so during
its second half. Prior to the amalgamation with the railway, the canal com-
panies alone had been assessed to income tax, either separately or jointly, at
an aggregate of about £28,000 a year. The railway venture came into profit
in December 1849, when trains began running between Doncaster and
Sheffield, and by the early 1850s the net annual profits of the amalgamated
companies were about £37,000,% rising sharply to about £65,000 in 1854
and 1855, and £74,000 and £84,000 in 1856 and 1857 respectively.*
From 1848 to 1856 the company was assessed to the income tax at roughly
the same amount which the canal companies alone made before amalgama-
tion with the railway. In both 1853 and 1854 the company made a return of
its income for tax purposes of, and the General Commissioners assessed,
£27,714, rising to £28,174 for 1855 and 1856. The acceptance by the com-
missioners of an assessment at much the same level year after year was not
uncommon. The Shrewsbury & Chester Railway Company, for example,
was assessed at £21,464 for 1848, 1849 and 1850 and at £22,285 for 1851
and 1852.” On one construction of the taxing statute the company ought to
have been assessed on its annual trading profits; on another, on the basis of
the annual value adopted for the purpose of the Poor Rate. The South York-
shire Railway Company had, according to Baxter, returned the value assessed
to the Poor Rate. But, whatever basis was used to fix the quantum of the
assessment, an assessment made under Schedule A appears to have been sub-
ject to another, anomalous, overriding principle. The Income Tax Act of
1842, perhaps recognising that the tax was only temporary and reintroduced
for a triennial period, provided that, once made, an assessment under this
schedule was to remain in force for three years, so that the same figure was
repeated year after year.® As the tax continued to be reintroduced, it became
the practice to make revaluations of the annual value only every three years.
In 1863 the Chancellor of the Exchequer confirmed that the rule had been
to reassess under Schedule A only every three years and he would not recom-
mend a departure from that rule.® How far this extended to the assessment
of railways is difficult to ascertain, and no doubt certain railway companies
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did make a return of their actual profits. But, given Baxter’s willingness to
defend the company on general principles, it seems probable that it was not
alone in its approach to the income tax. Indeed, a careful reading of the
annual reports of the Commissioners of Inland Revenue which began in 1857
suggests that the generality of this provision was applied to railway compa-
nies; certainly railways are not excluded from the statistics which are part of
the commentary on the practice, and the experience of the assessments made
on the South Yorkshire Railway Company reinforces this possibility.® This
may have been procedurally acceptable when dealing with rent values which
were not subject to rapid change, but it seemed to contradict the exception
of railways from the general rule of estimation under Schedule A. But even
if revisions were made only periodically, and assessments were then made on
the basis of an annual value equivalent to the profits for the preceding year,
they ought, statutorily, to have been brought in line with the then current
profits at least in the year of revaluation. It is clear, however, that the assess-
ments on the South Yorkshire Railway Company remained more or less
constant for ten years.

The challenge to local assessing authority

During the mid-1850s the revelation of widespread under-assessment which
then gathered momentum throughout England and Wales, often involving
some of the most reputable names in manufacturing and commerce, enabled
the Board to depart somewhat from its observance of the social disciplines of
assessment.® The prerogatives of local administrators in the execution of
national fiscal policy may have been appropriate to a temporary imposition
but as the tax became a more permanent feature there was a new stir among
Surveyors in their willingness to question the supremacy of the commission-
ers in the process of assessment.®* Although there was a statutory power for
the Surveyor to influence the quantum of the assessment, by attending the
meeting at which the commissioners considered the returns,” or by an appli-
cation for a surcharge where he believed there to be an underassessment,*
Peel had inculcated forbearance so as not to be seen as usurping the com-
missioners’ function. It had been important to avoid any sense of despotic
behaviour by the State. Now Surveyors were beginning to adopt a more
assertive approach to assessment.” In Sheffield the newly appointed Sur-
veyor, William Chadwick, having seen details of the half-yearly reports of the
South Yorkshire Railway Company for 1857, considered that the assessment
for the year was substantially deficient.®* More important, he noted that
rents, dividends and debenture interest payments far exceeded the assess-
ments on the company. Tax had been deducted from these amounts at the
time of payment, so satisfying the tax liability of the recipients, and should
have been accounted for to the Board by paying tax on the profits out of
which the payments were made. But because of the shortfall in the profits
assessed, the company had itself profited from the tax system over a period
of several years.®” The practical consequences of the interaction between the



various rules of Schedule A and the concessions obtained under the Poor Rate
decisions are demonstrated in Table 1, the figures for which were compiled
from the Surveyor’s own calculations.

Table | Income tax assessment of the South Yorkshire Railway Company (£)

Tax year
1854/55 1855/56 1856/57 1857/58

Amount of assessment made

by General Commissioners 27,174 28,174 28,174 35,043
Surcharged by Surveyor

and confirmed by General

Commissioners 65,043

Amount of profit identified
by surveyor from printed

accounts 65,725 64,736 74,386 83,930
Unassessed profits as

computed by Surveyor 38,551 36,562 46,212 18,887
Rate of income tax expressed

as pence in the £ 14d 16d 16d 7d

Amount of duty chargeable on
shortfall as computed by
Surveyor 2,248 2,437 3,080 550

Note It was estimated that unassessed profits for the period 1848/49 to 1853/54 were not less than £150,000,
on which the amount of duty was £4,375.

Source Report by Surveyor of Taxes, William Columban M‘Kenna.

By adopting a combination of Schedule A and Poor Rate concepts, tax of
a substantial amount could be sidestepped. But, more important, the corre-
lation between the profits chargeable to tax and the rewards paid to investors,
which was central to the success of the system of deducting tax at source, was
eroded. Alerted by the Surveyor’s curiosity, the company made a return for
1857 in the slightly increased figure of £35,043, which, although some
£30,000 below the figure which Chadwick considered appropriate, was
accepted by the General Commissioners. Chadwick applied for a surcharge
of £30,000 to be made for the current year, on the grounds that the assess-
ment ought to be equivalent to the amount of rents, dividends and debenture
interest from which the company had deducted tax. The appeal by the com-
pany against the surcharge is impressive in that the grounds put forward by
Baxter concerned exclusively the basis of assessment of railway companies.
He contended that the correct basis for tax purposes was the valuation for
the Poor Rate, which permitted deductions for depreciation of stock, rails,
chairs and sleepers in arriving at the profit of trade assessment. Although he
argued the point for almost two hours, no figures were produced to support
the returns that had been made. Perhaps, as Cocks remarked about Victorian
barristers who dealt with revenue laws,” Baxter may not have seen these
issues with the same clarity as modern lawyers. He seems not to have
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addressed, or chose to ignore, the nexus between the profits assessed and the
tax retained from rents, dividends and debenture interest. On the other hand,
he tested the obvious divergence between the Poor Rate law and revenue
law concerning the deductibility of depreciation. Chadwick, reciting the
provisions of the taxing statutes, reiterated his opinion that such deductions
were prohibited under income tax laws and that the assessment should be at
a figure which recouped the tax retained from rents, dividends and deben-
ture interest. The General Commissioners confirmed the surcharge follow-
ing Chadwick’s argument but Baxter’s defence was sufficient to absolve the
company from any allegation of fraud. Chadwick was advised by the Board
to take no further action.

In June 1859 his successor, William Columban M‘Kenna, was transferred
to Sheffield from Stoke on Trent. M‘Kenna, born in mid-Atlantic on a voy-
age to America, had been sent to England by Daniel O’Connell to seek his
fortune; O’Connell had patronage of various kinds and had obtained his
nomination for a position in the Board of Stamps and Taxes, a position which
was ill suited to M‘Kenna’s impulsive and restless character and his inherent
antagonism to authority.” But Surveyors had to be audacious if they were to
question the returns of the influential and powerful, and if anyone could take
up the cudgels it was the impetuous iconoclast from County Monaghan.
M‘Kenna inspected the accounts printed for distribution to shareholders and
considered the assessments for the years 1854/55 to 1857/58 to be ‘notori-
ously deficient’.” His construction of the statute allowed no ambiguity in the
rules of Schedule A, and he contended that assessments should be made annu-
ally, taking into account the changing level of profitability. It is from his
report that the figures in Table 1 were reproduced. The total shortfall in
assessment for that period was £140,212 and for the period 1848-53 not less
than £150,000. He computed the duty unassessed for the most recent years
at £8,315 and for the earlier years at £4,375.7

M*‘Kenna proposed to the Board that he would ‘by personal application to
one or more of the directors of the company to avoid the necessity of litiga-
tion . .. obtain for the Crown the duty which has been so improperly with-
held’ and wished to do so in a way that would admit of no doubt that it was
the Board’s intention to enforce the just claims of the Revenue.” The Sur-
veyor’s powers, however, were fettered by periods of limitation. Often the
information came too late. His powers of surcharge had to be exercised either
within the time allowed for the commissioners’ jurisdiction or within twelve
months of the end of the relevant year of assessment,” and although he alluded
to litigation, the Board’s power to prosecute for default in making a true and
correct return was similarly restricted. It had to be exercised within two years
of the end of the relevant year of assessment.” By April 1859 past years of high
underassessment were statutorily beyond the reach of the Crown. The Board,
tending towards M‘Kenna’s statutory construction, played with the idea of
obtaining the company’s consent to a voluntary assessment for the years of
underassessment, stressing that the returns had been ‘most erroneous’ and that
tax deducted from rents, dividends and debenture interest payments had been



pocketed. But the Board had no power to enforce any measure for the years
for which the greatest underassessment had occurred. In the face of resistance
offered by the South Yorkshire Railway Company to any suggestion of a
voluntary restitution of income tax, the Board was powerless to recover the
substantial amounts of duty which had been lost.

The case gives the impression that rules were not always adhered to by
Surveyors, who were prepared to sidestep the law and, like M‘Kenna, in the
words of Burn, ‘used a mixture of legal, moral and social authority; they
bluffed and bullied and cajoled’” in order to reach what they saw as its fair
conclusion. Perhaps this had to be so because the legal sanctions for evasion
were virtually impotent in instances of substantial tax loss extending over
many years. The Board’s power to prosecute in the Court of Exchequer was
rarely used — not only because of the restrictions imposed by the period of
limitation, but because of the problems of obtaining the necessary evidence
and because the penalty provisions were hedged about with all manner of
reasonable excuse defences. Ambiguities in the language of the statute also
made success uncertain. M‘Kenna, like his predecessor, was advised by the
Board to take no further action. But what would the outcome have been if a
successful prosecution had been mounted? What fiscal sanctions could have
been inflicted on the railway company? The maximum penalty for default in
making a true and correct return was £50 for each year of default, but as pro-
ceedings had to be instituted within two years of the relevant year of assess-
ment the total penalty exigible could never be more than £100. Years prior
to 1857 were statute-barred by April 1859. A penalty of £100, compared
with tax ‘lost” of over £12,000, was neither deterrent nor punishment.

It may, however, be simplistic to suppose that the Board was reluctant to
prosecute because it was fettered by an impotent law. As Emsley” has argued,
‘the nineteenth-century state, dependent on a new economic order involving
a new level of capitalist investment, a burgeoning factory system and a mas-
sive exploitation of coal and iron, would not act against financiers, owners
and employers in this new order except when compelled to by the most
flagrant abuses’.”

What was ‘flagrant’ was a matter of the discretion of either the Board or
the General Commissioners, and that discretion tended to be exercised in
favour of the wealthy entrepreneurial elite.* Where there was a pause in
action, as witnessed in the Board’s instructions to both Chadwick and
M‘Kenna to take no further action, it may have been intended in order that
the period of limitation for the earlier year could expire. When it could still
legally have instituted proceedings for some of the earlier years, there is a
noticeable reluctance on its part to move beyond the current year. The
correspondence exhibits a Fabian quality which is the antithesis of the
urgency so apparent in cases of individual and smaller taxpayers.®! Was this
simply tactical, in the sense that while the possibility of some substantial resti-
tution of duty remained, that would far exceed any potential penalty, the
Board was prepared to abrogate its capacity to prosecute? Or was it sympto-
matic of a more complex attitude to persons of standing and substance, when
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they came into conflict with the Board, by which they were treated with
special courtesy and regard?*? Did those who exercised the discretion of the
Board deal in a special way with the entrepreneurial elite who played such a
critical role in the expansion of a transport system that would benefit trade
both at home and for export?

Such personal prejudices are almost impossible to ascertain with certainty,
but it is probable that, beyond the formal relationship between the railway
company and the Surveyor, there were other layers of communication, where
agreements were reached and informal arrangements made, and which took
place outside the official arena of assessment and appeal. The Surveyor at the
front rank of tax assessment may have been outgeneralled by a small but
active body of higher civil servants and interested industrialists. Certainly in
the South Yorkshire Railway case the directors and Secretary of the company
had meetings with the Revenue solicitor at which it was informally agreed
that the Board would not pursue the matter of underassessment beyond the
current year, though the reasons were not recorded.*

Surveillance and information gathering

One of the most important factors which the case emphasises is the divergence
between the theory and experience of the law. In order for the system of
deduction of tax at source to work properly, there had to be a correlation
between the quantum of the assessment and the company’s profits for the
year, as opposed to an annual value, if only to account for the tax which had
been retained out of payments of rent, dividends and debenture interest at the
time of payment. The General Commissioners had accepted the returns of
the company without question for ten years. It was only on a challenge by the
newly appointed Surveyor that the underassessment was exposed. Baxter may
have dignified the matter as a question of statutory interpretation but it is clear
that the issue went much further than mere technicality. A way was needed to
secure an increasing level of local compliance with national regulations. This
entailed the need to collect information from railway company balance sheets
and profit and loss accounts and to compare it with the tax returns which the
companies made. Information powers which might produce such documents
were vested in the General Commissioners but were originated only on an
appeal by the taxpayer against an estimated assessment.* The commissioners
could not initiate a request for information outside the parameters of the
appeal mechanism. The production of evidence was linked with displacing an
estimated assessment as opposed to producing information which the admin-
istrative personnel might wish to procure proprio motu. The Surveyor had no
such powers and had to rely on newspaper reports, the use of informers or his
own personal surveys to furnish information.*

But it is evident from the appeal hearing of the South Yorkshire Railway that
the relationship between the Surveyor and the commissioners was altering.
The role of the Surveyor was changing from one where he largely monitored
the timely assessment and collection of the tax to one where he acted as an



expert on tax law and accountancy, on whom the commissioners relied. This
was not simply a shift of power between locality and centre: the nature of
power was emerging in different forms for different purposes within the tax
administration. Although Baxter was prepared to argue the case for the com-
pany in the Court of Exchequer, at this time no right of appeal against the
General Commissioners’ determination lay to the courts. Their assessment was
final and conclusive.*® The power to give legal effect to an assessment was
firmly vested in the local commissioners and sustained the constitutional prin-
ciple that the tax should be assessed by local parties. The power to make an
accurate assessment, however, was gradually passing, extra-statutorily, into
the Surveyor’s hands with the growing practice of inspecting company
accounts and balance sheets, which would lead to refinement of the quantum
of the assessment. In the mid-nineteenth century the State embarked on the
creation of a system of information gathering and inspection to monitor and
enforce local administration of laws and standards. The Surveyor was part of
this bureaucratic machinery of information gathering. One of the necessary
conditions of a State’s administrative capacity is the accumulation of informa-
tion and the exercise of direct supervision within systems of control. This has
been termed ‘surveillance’ by Dandeker, following others.*” It has been
described as a territorially based process of administration designed to regu-
late the conduct of human beings.*® The capacity for surveillance is partly
determined by the amount and quality of information held, the centralisation
of that information and the facility with which it can be gathered and used.”
Information gathering and surveillance may also be said to be mutually rein-
forcing as supervisory disciplines. According to Giddens, they require not just
the collection and storage of information but also the routine monitoring
of conduct and compliance.” By 1860 this capacity was emerging with the
Surveyor’s practice of gathering information from which to corroborate the
accuracy and completeness of tax returns and by applying to that information
a technical knowledge of revenue law. But if one measure of the State’s admin-
istrative capacity was the effective use of the information, once gathered it was
deficient in the sense that, often, it could be only partially realised. It was some-
times limited by laws which lagged behind the development of these emerging
practices. If information gathering led to detection of underassessment, often
there was little the Surveyor could do to rectify the omission in respect of past
years. The information came too late. Action needed to be taken before, rather
than after, the making of the assessment.

The immediate solution to the problem was both legislative and organisa-
tional. In March 1860, close on the heels of the South Yorkshire Railway case,
a short Bill was introduced in Parliament, ostensibly to continue the income
tax for another year.” This came at a time which Gladstone had proposed for
the expiration of the tax, but now he intended not to abolish it but to con-
tinue it at an increased rate. The debates in the House of Commons concerned
this central issue and whether a select committee should be set up to enquire
into the workings of the tax if it were to be prolonged. But included in the
Bill was a short clause transferring the assessment of railway companies and
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their employees from the General Commissioners to the Special Commis-
sioners,” who were centrally remunerated officers of the Crown. This clearly
had the hallmarks of centralisation. So focused were the debates on the issue
of the prolongation of the tax that the clause slipped through without com-
ment. The Act of 1860, however, was simply the legal expression that the
power of assessment should be conferred on central bureaucrats. The nature
of the mechanism involved in implementing the Act was the product of
a strategic deployment of the forces available to the Revenue Department,
and how best it could use its resources and manpower.

The 140 Surveyors (possibly more by 1860) who were distributed through-
out the major towns and cities of England and Wales had access, by various
means, to local information and were in a position to collect and transmit it
to a central source. Joint stock companies were required by law to produce
printed balance sheets and, later, profit and loss accounts for shareholders,
and a specific requirement to this effect was also incorporated in the Railway
Act of 1844.” The usefulness of these documents was not limited to company
members. They could also be used by the Tax Office for comparison with the
returns of the railway companies, although until the late 1850s this does not
seem to have been considered by Surveyors universally. But it is clear that no
preparations had been made to give effect to the provisions of the new Act
and it was left to the Revenue Department to work out how best it could put
it into operation. The Special Commissioners’ office comprised three salaried
commissioners, but the daily executive tasks were performed by a chief clerk
and three junior clerks.”* They dealt with the income tax on dividends and
annuities paid out of the public revenue, the Irish income tax and certain
appeals against Schedule D assessments. They were ill equipped to deal with
the additional work of making assessments on some 100 railway companies
and their many employees.” The clerks’ duties were as yet uncertain, and ini-
tially two temporary clerks were transferred from the Office of Excise to
assist.”® Previously, elementary compliance checks had been dependent on the
initiative of the Surveyor and not co-ordinated from a central source. And
the intensity of his desire to uncover underassessment was motivated as much
by his drive for pecuniary reward as by his commitment to perfect the oper-
ation of the law. Despite public utterances to the contrary, Surveyors who
were successful in detecting underassessment leading to either prosecution or
voluntary restitution of duty received substantial awards, often exceeding a
year’s salary, and their chances of promotion were enhanced.” Now the exer-
cise was to assume a more structured aspect in which central co-ordination
and information gathering were the cornerstone. Within a month of the new
Act the Board circularised all Surveyors instructing them to procure copies
of the half-yearly accounts of each railway company which were printed for
shareholders for 1859, to be forwarded with the returns and assessment
papers to the office of the Special Commissioners.” It was intended that
assessments should be made centrally on the actual profits of each company.
The chief clerk, C. F. Leith, undertook the examination of railway accounts,
which he accomplished only by working in the evenings and forgoing



holidays throughout the summer and autumn of 1860 and, as he complained,
‘to his pecuniary loss and detriment of health’.”” This is the growing mani-
festation of an emerging and organised bureaucracy, involving an increasing
degree of surveillance and information gathering.

Railways were among the first business entities to be brought within
central supervision for tax purposes. Perhaps the most striking feature of this
aspect of the centralisation of railway company assessments was the use of
information to fix the quantum of the assessment before the assessment was
made, as opposed to checking its sufficiency after it had been made. This was
a step which transgressed the fundamental principle of the dominance of
local lay administrators in the income tax and which moved on a stage
further the growing intrusion of the State into the assessment process.

Railways and accountancy practices

Although the transfer of assessing power enshrined in the Bill of 1860 passed
without debate in the House of Commons, previous (and later) attempts to
augment the powers of government officials in taxation met with vehement
opposition in Parliament, often so strong that it threatened to bring an end to
the tax altogether.'™ So focused were the debates on the question of continu-
ing the tax that the clause relating to the transfer of assessment was seemingly
overlooked. It was not unusual for controversial clauses to be inserted as sub-
sidiary provisions in Bills whose primary objective was the main focus of
debate. But this is not a compelling reason for the unhindered progress of this
Bill, given the fact that it comprised only a few uncomplicated clauses. It seems
likely that there was an informal agreement to the transfer by those who rep-
resented the railway interest. If it was inevitable that annual profits would
form the universal basis of railway assessments and that existing anomalies
under Schedule A would be removed, there was a need to negotiate a work-
able definition of the term ‘profits’. There were, for example, many expenses
of the management of railway companies for which no allowance for tax was
authorised by statute but which were deducted in their accounts. Even certain
capital items, such as parliamentary expenses incurred with a view to extend-
ing or amalgamating existing lines, or in opposing new schemes that would be
prejudicial to the interests of an established company, were included as
expenses against income.'”! Depreciation of plant and equipment, too, was
regarded as a prudent deduction in trading accounts.'® It was generally recog-
nised in the commercial world that the Special Commissioners concurred with
certain deductions which the Taxes Acts prohibited.

The choice of whether to be assessed by the General Commissioners or the
Special Commissioners was open to a taxpayer under Schedule D but rail-
ways, being assessable under Schedule A, lay outside their jurisdiction.'® The
Special Commissioners were an autonomous group who came under little
direct guidance from the Treasury. They admitted, with some reticence,
before the Select Committee on the Property and Income Tax of 1851/52,
that they executed the Act with a wide discretion, that they did not refer to
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any existing legal decisions under previous Taxes Acts, and that they allowed
deductions for depreciation which were judged to be just and fair in consul-
tation with the appellant.'® It was later conceded that they were also willing
to accept the expenses of management of railway companies and parlia-
mentary expenses as good deductions against profits.'” As the Board com-
mented, they began to ‘modify the provisions of the Income Tax Acts’ so as
to ‘conform rather to the spirit than to the letter of the law’'* and adopted a
liberal approach to construction which took into account some of the
realities of the commercial world. A transfer of assessing powers from the
General Commissioners to the Special Commissioners would bring railway
companies within their more accommodating policies without disturbing the
general schedular framework. More important, it may have been more the
initiative of the railway companies than of the government: the convergence
of revenue law and commercial practice with the consent of the companies
affected was part of the process of legitimising the income tax. The involve-
ment of the Special Commissioners was part of the process.

It was, however, a fractured, open-ended and continuing negotiation
which at one moment favoured the railways and at another the State. The
programme of information gathering and the collection of copies of the
printed accounts of the companies promised an ordering mechanism through
which individual railway companies’ results could take on universal signifi-
cance, becoming units of comparative data. It was now possible to make com-
parisons of the accounts of one railway company with those of another
which, when information was collected and used on a purely local level by
Surveyors, had been fragmented. It became evident from this comparison
that there was little uniformity or consistency in the accounting concepts on
which accounts were drawn up. Accounting practice recognised as acceptable
treatment more than one basis of reflecting a specified transaction and,
at worst, accounts were often drawn up on an ad hoc basis to deal with the
expediencies of a passing moment.

It was a point that is echoed in the report of the Royal Commission on
Railways of 1867, which concluded that there were no adequate means by
which a comparison of the financial affairs of two railway companies could
be made, or even the accounts of the same railway from year to year. There
was no uniform system of accounting, each company being at liberty to adopt
the form it considered most convenient and to vary it, without explanation,
from time to time.'” Although laws relating to companies such as gasworks,
for example, contained special provisions detailing the exact amounts of pro-
fit that could be taken and how it should be calculated,'*® most Acts imposed
only minimal requirements. They were vague and spoke in terms of income
and expenditure accounts, receipts and expenditure accounts or profit and
loss accounts, all of which, in accountancy terms, were quite different con-
cepts and produced a variety of results. Because profit and loss accounts, and
their equivalents, were relegated to a position subsidiary to that of balance
sheets, company law paid them little attention apart from continually reiter-
ating the invocation that ‘no dividend shall be paid except out of the profits’



of a company.'” Both company and tax legislation abstained from defining
what constituted profits.

It may be unfair to criticise the legislators responsible for drafting company
and revenue laws for the lack of useful guidance in the drawing up of financial
statements. Perhaps they were unable to devise satisfactory formulas, or hoped
that directors and auditors would produce accurate or meaningful statements,
or considered that it was a matter which should be left to those who under-
stood commercial practices. Legislating generally to cover all business entities
was impracticable and in any event would have been possible only when a
coherent body of accounting theory was developed. Difficulties could be
resolved by resorting to ad hoc concessions, or reaching informal agreements
with particular companies as the need arose. It was left to the courts slowly to
build up a formidable volume of case law on the subject which, with hindsight,
perhaps vindicates the reluctance of legislators to tackle the problem.

The work undertaken by the Special Commissioners in relation to the rail-
ways highlighted the need for conformity in accounting practices and the
necessity for some regulatory supervision of and consistency in the applica-
tion of accounting standards and policies, if accounts were to have any integ-
rity. In practical terms, such matters of accountancy were left to those who
were familiar with the conventions of its practitioners, not simply because
the issues were intensely complex and dependent on an understanding of
commercial terminology, but because, as Daunton has remarked, the British
State was reliant on the delegation of powers. The registration and control
of the medical and legal professions, for example, were in the hands of the
General Medical Council and the Law Society rather than government agen-
cies."” The combination of the notion that the ideal form of law guaranteed
freedom and liberty, and the emergence (in the eighteenth century) of the
form of clubs or voluntary hospitals or paving commissioners which consti-
tuted civil society, meant that the State was careful not to interfere with the
professions; though some interventionist measures were taken to strengthen
the position of its practitioners — the Railway Companies Act of 1867, for
example, abolished the shareholding qualification of auditors in the compa-
nies which they audited and conferred a greater degree of independence on
them. The need for rules and standards in the practice of accountancy was
part of the process of legitimising the delegation of audit (and its theoretical
check on compliance with company and revenue law) to professional accoun-
tants. Their services had been drawn upon in the investigations following the
financial problems of the railways in the late 1840s and ‘did more than any-
thing else to first place professional [a]ccountancy on a solid and substantial
basis’.!”> These professional advisers, as Daunton has observed, and the rev-
enue authorities had a relationship of mutual support: the advisers needed a
degree of confidence in the competence of the authorities in interpreting
rules; the authorities needed a degree of confidence in the integrity of the
professionals.'”® They were mutually reinforcing.
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Conclusion

Local, lay control over the income tax was essential in gaining its acceptance
during the nineteenth century, but a degree of evasion in return for consent
was an inevitable consequence. The ritual of assessment and appeal over
which the General Commissioners presided could not adequately monitor
compliance. It could be attained only within a system of surveillance and
information gathering, for which the commissioners were neither intended
nor equipped. The problems of how government could cope with the
enforcement of revenue laws in respect of large corporate forms like the rail-
ways necessitated, and perhaps made possible, a reappraisal of the relation-
ship between local and central authorities. One of the earliest tangible
products of this rethinking was the centralisation of the tax assessment of
railway companies. The transfer of assessing power to the Special Commis-
sioners represented a significant advance in the infrastructural powers of the
central State. Yet, as the analysis in this article has shown, it was an interac-
tive process in which the notion of strategy was crucial. It was one in which
both the Revenue Department and the railways gained some advantage at
various stages. As Driver, following Ogborn and Mann, has remarked, the
extension of administrative power is always a project, never a certainty; there
is always a gap between central policies and local realities. Thus, while the
territory of the modern State is frequently projected as even and homo-
geneous, it often appears in more concrete terms to be fractured and con-
tested."* The features which gradually took shape in this process were, first,
the erosion of the ‘constitutional principle’ that the assessment should be
made by parties independent of government and, second, that the quantum
was refined before, rather than after, the assessment was made. Mediation by
trained professionals acting for railway companies, whether lawyers or audi-
tors, in a process of consultation and agreement in order to arrive at the fig-
ure to be assessed, helped to legitimate the transfer of assessing power to
central government officials. This was in sharp contrast to the confronta-
tional aspect of the old mechanism of assessment and appeal and marks the
beginnings of the bureaucratisation of the workings of the income tax. The
need to bring standardisation to the assessment of large national concerns
like the railway companies not only freed the income tax from local varia-
tion but helped to erode an older structure which saw its administration as
an essentially parochial concern.'’
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